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Oral evidence

Taken before the Transport Committee

Wednesday 1 November 2006

Members present:

Mrs Gwyneth Dunwoody, in the Chair

Mr David Clelland Mr Eric Martlew
Clive EVord Mr Lee Scott
Mrs Louise Ellman Graham Stringer
Mr John Leech Mr David Wilshire

Memorandum submitted by P&O Ferries Ltd

PORTS POLICY QUESTIONNAIRE

Introduction

P&O Ferries is the UK’s largest ferry operator with a fleet of 24 passenger and freight ro-ro vessels, the
widest choice of routes and the most frequent service to the Continent and Ireland for tourist and freight
passengers.

The company has an annual turnover of £1 billion, employs up to 7,000 staV and carries approximately
14 million passengers each year.

P&O Ferries operates services between Dover-Calais, Hull-Zeebrugge, Hull-Rotterdam and Portsmouth-
Bilbao. The company also oVers freight only sailings between Teesport-Zeebrugge and Teesport-
Rotterdam. Across the Irish Sea, the company operates services between Liverpool-Dublin, Larne-
Cairnryan and Larne-Troon.

P&O Ferries is a Terminal operator of Port Services at Hull, Dover, Portsmouth, Liverpool, Cairnryan
and Larne. Additionally, P&O Ferries is a Terminal operator on the Continent at Rotterdam, Zeebrugge,
Calais, Bilbao and Dublin.

Q1–1 Do you agree with the main focus of the review and the main issues to be covered by it? If not, what other
aims or issues should be covered?

P & O Ferries welcomes this review and the opportunity to comment on the main issues covered by it. We
wish to bring to the forefront some of our main issues, which are:

Broader Points

1. How this policy fits with Ports Policy across Europe and beyond which may have an impact on the
Ports Policy deployed in UK ports.

2. How this policy fits in with other government initiatives such as eBorders and Rod Eddington’s
transport review.

3. Arrangements for Border Controls. Will the approach be more coordinated in future?

Points Specific to Short Sea

4. Higher than forecast growth in accompanied freight traYc, which will probably continue to increase
as more countries join the EU.

5. Road/rail infrastructure in the South East of England to support this growth.

6. Status of Dover as a Trust port—whilst we have a long, established relationship with Dover Harbour
Board we are not convinced the status of Dover as a Trust port is the best option for P&O Ferries and other
Operators using the port.
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Q3–1 Do you consider that the MDS freight forecasts represent a sound basis for the policy review? Have you
views specifically in respect of:

We are not convinced these forecasts are accurate in relation to ro-ro traYc. The Dover Harbour Board
forecasts, which form part of their Master Plan, have already reached the 2014 levels of freight. Is this
massive growth at Dover accounted for in the forecast? If not we would expect the forecast to be revised
and for Dover Harbour Board to take action to cope with the revised freight forecasts.

Q3–2 Do you consider the pattern of varying growth rates by region to be sustainable?

These growth rates are only sustainable if suYcient investment is made in the transport network and
infrastructure. As far as Dover is concerned, for the growth to be sustainable at its current rate, greater
investment will be required, particularly in the road infrastructure.

Additionally, investment by Dover Harbour Board in port infrastructure, such as that proposed by their
Master Plan, is essential to support the growth rates. Initiatives such as the buVer zone for freight should
be permitted. This is a proposal to provide a holding area facility outside of the port along the M20
motorway, to park, potentially be pre-checked in, and then transit to Dover port, to prevent congestion on
road access to Dover and within the port itself. This could be supported by quicker and more eYcient
decision making on planning issues.

Who should pay for the provision of this buVer zone? At present, the M20 is used as a car park for
accompanied freight vehicles when operational diYculties, weather or industrial action in France aVect
either Eurotunnel or Dover Port operations. Is this a port operator responsibility or a national level
transport issue?

Q3–3 What comments do you have on the transhipment study’s findings?

It is clear that the study shows more capacity is required in UK ports. Additionally, the study found there
will need to be a substantial extension to the overall quay length of feeder berths available.

The scale and scope of the study leads us to believe that more work will be required to develop a fuller
understanding of the transhipment market. A particular area of interest will be whether transhipment from
the continent will carry containers to major container ports or to relatively newly identified feeder ports in
the regions, both of which would likely need more terminal area space to handle the increase in containers.

This transhipment will not necessarily take the form of Lo-Lo Container feeder services. As a Ro-Ro
operator we already ship a significant number of containers into the UK on our ro-ro services ex Rotterdam
and Zeebrugge.

Our experience in 2005 and 2006 to date confirms that ro-ro freight traYc continues to grow strongly in
the south east and to a lesser extent in the Irish Sea. In this regard we share the concerns of MDS that rail
but particularly road congestion may slow down some of this growth.

Q3–4 Do you agree or disagree with our assessment of the passenger ferry and cruise market prospects and
their limited implications for policy?

Despite numerous challenges over the years which many felt might lead to the demise of passenger ferries,
they have continued to be a much used (albeit reduced from their peaks) method of transport for many
millions of passengers. There is no reason to believe that this will not be the case for many years to come
and therefore they must impact on this policy.

We have seen a decline in certain traYc types due to low cost airlines, but have seen this decline
stabilise recently.

Q4–1 Drawing on experience form your own locality, do ports significantly stimulate wider local employment
and regeneration? In what circumstances?

Ports do stimulate local employment but do not necessarily stimulate regeneration unless there is a growth
in the size or scope of the port facilities.

During a recent presentation, Bob Goldfield CEO of Dover Harbour Board stated that Dover Port
generates 26,000 jobs for the local community. This feels rather overstated to us but we are convinced that
ports stimulate local employment significantly. It should be noted that many ports are in areas of relatively
high unemployment.

The recent news that the high-speed passenger rail link will link Dover with London may well further
stimulate employment due to an increase in foot passengers for the ferries which may generate more port
related jobs.
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If you consider all of the ferry ports in the UK, you would be hard pressed to find a ferry port which has
stimulated regeneration. Ferry ports tend to support high volume transit through the ports and bypassing
the towns associated with them, which does little to add to the regeneration of either the port or the town.

Q4–1a When jobs are newly created in a port, do you consider that likely to be at the expense of jobs in other
ports, or elsewhere in the economy? Does your answer depend on the port’s locality, or on the type of traYc, or
on whether public subsidy is involved?

Unless the end customer demand naturally exists for new port facilities, real new jobs will not be created.
There are many examples of a new entrant to a port initially creating extra jobs but if there is insuYcient
market demand, an existing operator may reduce capacity and jobs or even withdraw totally.

Public subsidy has often been provided to new ferry operators to provide a passenger and freight service
between two ports. Often, such operators simply provide a service for the minimum term of the subsidy and
then cease to provide passenger and freight services or dramatically reduce the level of service. This is both
a waste of public money and does not serve the public interest due to the lack of continuity and sustainability
of the service, on a medium to long term basis.

Q4–2 What are the regional and territorial issues that national policy should address and how should it do so?

National policy should provide the policy framework and address the standards and policies that regional
and territorial issues should work within. Such a national policy should provide a level playing field between
ports and the Eurotunnel facility whilst encouraging ports to be eYcient and maintain a strong service
delivery culture to support their customers.

The Ports Policy document appears to support the view that traYc should be moved towards the northern
ports at the expense of growth for the ports in the greater southeast. Although this may have a beneficial
impact on the North it could prove to have the opposite eVect on the Short Sea. For example the transport
network might be improved to facilitate growth in the north at the expense of any changes/improvements
to the transport infrastructure around the south east.

Our current forecasts indicate strong customer demand in both sectors. Improvements to the south east
infrastructure links are vital, in our opinion.

Q4–2a For example, should a national policy set out how Government wants to see ports develop in each region?
Or leave regional bodies to make the case for port development, if they wish to do so? [The latter approach
might still be consistent with setting indicative and non-prescriptive regional targets (see options 4.29(d) and
(e) below).]

We support the need for a national policy.

Competing regional territorial plans make planning in our business more diYcult and can distort
competition.

Our business involves long term assets and contracts/port agreements etc, so a robust long term
framework would be appreciated.

A national policy should not set targets for port development in each region. Such a target would be
unrealistic and distort the normal market-led approach deployed in our regions.

Q4–2c Do you consider that port authorities (of more than a size which might be specified) should be
recommended to prepare and maintain Master Plans along the lines which we have recommended for airports?

Absolutely. There is currently a chronic lack of ports capacity particularly in relation to ports to service
the deep sea main line container trades. Port Authorities should be recommended to prepare, and maintain,
Master Plans similiar to those recommended for airports which would then assist strategic planning at a
national level.

However, the Government and the Department for Transport have an obligation to facilitate the
preparation of such plans and provide proper forward planning to ensure that adequate ports’ capacity is
provided for the UK. In particular, the Government and Department of Transport have an obligation to
ensure Government consultation is meaningful and delivers adequate ports capacity to service not only the
current but also the future import/export requirements of the demands of the UK.
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Q4–3 In broad terms, which of these approaches to the regional dimension do you favour most, and why?

The form of guidance which is most helpful would be a framework for forward planning and ongoing
project appraisal.

Within the guidance, any special circumstances, such as having entry and exit roads to and from ports
being linked to the road infrastructure, with a particular emphasis on easy access to the port without
impacting on local access roads to and from the town, would be helpful.

We do not believe that indicative targets for ports in regions would be helpful.

Q5–1 What do you consider to be the strengths and weaknesses of the approach to port development consents
whereby related road or rail enhancements are identified and their funding agreed?

There is a risk that, where port developments (and therefore ultimately the Operators) have to fund
associated transport infrastructure, this may make a project unviable.

Often it can be argued that these improvements should be government funded as they add value to the
transport network as a whole not just access to the Port eg buVer zones for freight, access roads to ports
and ring roads.

Q5–2 Is Government doing enough to encourage traYc already using ports to make more use of rail and if not,
what further measures might be taken?

We do not believe the Government is doing enough to encourage traYc already using ports to make use
of rail.

As far as Dover is concerned this is not viable at the moment as the rail infrastructure is non existent for
freight and inadequate for passengers. Hopefully in the future the new high-speed rail link from Dover to
London may change this situation for passengers. We are not convinced that Dover should be looking at
rail freight services. Due to current space restrictions and the quick transit nature of the service, we feel this
port should focus on accompanied freight only.

The major restriction within the UK rail system is the lack of suitable paths for the 9* 6+ container. This
dimension is becoming more prevalent but has to be carried on low bed rail wagons of which there are
relatively few in service. Many of our container clients would switch to rail if there were the capacity to carry
them. The Government needs to look at upgrading strategic rail routes from the ports to encourage this
modal shift and/or oVer some financial concessions for rail providers to invest in the necessary equipment.

A pan-European approach would pay dividends in the long term.

Q5–3 Similarly, could Government, at acceptable cost, stimulate a step-change in use of inland waterways and
coastal shipping to reduce HGV mileage? How?

We believe careful consideration should be given to the costs involved to achieve such a modal shift. The
transport market is very dynamic. We believe such a shift would be very diYcult to achieve and then only
at a disproportionate cost.

Hauliers are constantly looking to minimise their transport costs per km. The relationship between the
diVerent components of the overall cost (labour costs, fuel costs, road tolls, longer more expensive or
shorter, cheaper ferry routes versus rail per km, etc) is complex and individual elements can move
dramatically, eg fuel costs have doubled, Eastern European labour rates have reduced the cost of drivers’
hours.

Unless inland and coastal services oVer lower cost per km travelled than other options, operators will not
move in suYcient volumes to these modes of transport.

Q5–4 Do current evaluation methods for inland transport investment take suYcient account of the status of
major ports as strategic points of entry and exit for UK trade?

Current evaluation methods for inland transport investment do not take suYcient account of the status
of major ports as strategic points of entry and exit for UK trade. In recent weeks there has been the
additional security measures limiting air travel and a fire situation in the Channel tunnel. Both of these
events have restricted entry and exit of transport trading to and from the UK bringing about an increased
usage of the Dover ferry services. This demonstrates the strategic importance of major ports and ferry
operators in those ports.

From a Risk Management perspective the UK and Government is severely exposed whenever there is an
unplanned disruption to the transport infrastructure. It is also clear that there is little resilience in the
transport infrastructure which should be of major concern to both the Government and the Department of
Transport. This could be addressed by improving levels of investment in the inland transport infrastructure.
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Q6 Security

Following recent security alerts airport security continues to be tightened. The new security measures
introduced have already had an adverse eVect on the ability of the public to travel by air at previous levels.
This will place an additional emphasis on the importance of our ports and ferry services as part of the
transport infrastructure.

Q6–1 Air pollution in or around ports, relating to shipping or road traYc can be a cause for concern. Do you
have any suggestions for further action to tackle the problem at local, national or international level?

Both IMO at International level and the EU at a Regional level have introduced regulations to control
air pollution from shipping. P&O Ferries have been closely involved with the development of the EU
Directive 2005/33/EC Sulphur Content of Marine Fuels and the subsequent national UK legislation and
guidance. Additionally, P&O Ferries has been in close liaison with Dover port in relation to the
environmental aspects during the development of Sea Water Scrubbers to meet the requirements of technical
abatement equipment which is allowed under the EU Directive. This has involved considerable investment
by the company to date.

Q6–1a From your own experience, have regulators found the right balance between human and natural
environmental impacts?

There is still more to be done by regulators to find the right balance between human and natural
environmental impacts. There is a need for modern ports to be provided to facilitate the passenger and cargo
trades of a shipping industry which provides sustainable development into the future.

This can be achieved by finding the right balance between protecting the environment and facilitating
economic activity to support both a sustainable ports and shipping industry.

Regulators can really assist both the Ports and Shipping Industries simply by taking a co-ordinated
approach. Far too often, a Government Department or Agency seeks to take the lead on drafting the
necessary implementing UK legislation to give basis in law to new regulations, without taking a co-
ordinated approach with other Government Departments or Agencies.

Q6–2 Are ports adequately meeting their general environmental duties and if not, in what ways are they not
doing so?

In general terms, ports and port authorities are very aware of their general environmental duties which
they take very seriously. Ports also work very closely with the shipping companies which trade into their
ports and thereby gain a broader understanding of their environmental duties.

Q6–3 Do you have any suggestions for further areas where Government might facilitate practical compliance
with environmental duties?

It appears that transporting goods and cargo by sea is less damaging to the environment than transporting
the same goods or cargo via road or air. Therefore the government should consider the relative merits of
road, air and sea travel and formulate a strategy which consists of all three modes of transporting goods and
cargo being considered on their relative merits.

There has recently been a call for Government to consider further regulations in relation to air travel due
to the recent high growth of low cost passenger airlines. The government should encourage practical
compliance with environmental obligations after studying the impact the various modes of transport have
upon the environment.

The EU Directive 2005/33/EC Sulphur Content of Marine Fuels encourages the “Use of Shoreside
Electricity” (often termed “Cold Ironing”) as opposed to ships using their generators which emit air
emissions in port. This would not be practical for a ferry or vessel involved in very short port turnarounds
but would be practical for ferries or vessels which have port stays of approx 10–12 hours. The government
should consider this further within the ports policy and both facilitate and encourage ports to supply the
necessary connections, infrastructure and supply of electricity from the national grid to enable ships to shut
down their generators when in port for an appropriate length of time.
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Q7–1 Is eVective competition adequately secured by current arrangements?

Q7–2 Do you believe that the UK’s views on application of state aid to the ports sector (as set out at 7.8 above)
are appropriate?

Port developments should not in general terms need to be supported by public money except when there
is a strategic link that benefits the public at large and the government such as the development of a seaport
at the end of a nominated European highway, or where there is no commercially viable service to the public,
other than by subsidy. Subsidies to build infrastructure/ports and to operators to start up and operate ferry
routes do distort competition with other ports and routes. However, where national security issues or
government agency requirements will involve investment, it may be appropriate for this to be funded by
government, on a fair and consistent basis.

Q7–2a Is there any justification for the UK to amend its domestic stance on the application of public funding
to UK ports? If so, in what way?

The issue of the Cyclamen Programme and Trader Provided Facilities arrangements within ports are
significant issues which should be included with this ports policy.

When the government seeks to install new equipment within ports requiring extensive civil works, cabling
ducting and IT links back to oYces where adequate monitoring can be carried out by government oYcials,
it may be appropriate for this to be government funded. We are referring in particular to the Home OYce
sponsored project known as the Cyclamen Programme.

In this particular case the Home OYce have developed a policy where they will pay for the initial
installation of the equipment and any relocation of same equipment completed within a two year period.
However, after the two year period the policy being proposed is that the Port Authorities or Terminal
Operators must pay for the relocation of this Home OYce equipment under the HM Revenue and Customs
(HRMC) Trader Provided Facilities arrangements.

Whilst there is currently a consultation exercise underway into the Trader Provider Facilities
arrangements, our view is that any future costs for the relocation of Cyclamen Equipment should fall to the
government under the responsibility of Hm Revenue and Customs. Clearly port authorities and terminal
operators cannot be expected to sustain an open ended financial liability. In particular, there may be a
distortion of competition where diVerent ports in locations across Europe have diVerent approaches to who
bears these costs, and other security costs—the operator, or local/national governments. We understand
that the European Commission are reviewing this issue.

Q7–3 Should Government take measures to help ensure resilience of national ports capacity to major natural
or human interruption?

Even under normal operating conditions, many of our larger ports are experiencing delay and ineYciency
due to a lack of co-ordination of checks and controls to be carried out within a port by regulatory bodies.
More often than not these are carried out by the diVerent agencies completely independently often resulting
in customers being stopped several times as they progress through the port. Not only is this time consuming
but all the diVerent checks take up valuable space at a port like Dover which is fast reaching capacity at
peaks. Further the facilities required for these diVerent checks are costly to implement for the port operators,
and ultimately, the consumer. We would think it should be possible to have a more coordinated approach—
possibly via, a much discussed, single Border Control Agency which would be able to carry out all controls
and checks in fewer locations, taking up less space and time and at a lower cost to all.

There is insuYcient resilience, particularly at Dover, which is the UK’s busiest port for passengers and
driver accompanied freight. The M20 is used as a car park for accompanied freight vehicles when
operational diYculties, weather or industrial action in France aVect either Eurotunnel or Dover port
operations. A longer term plan integrating port development, traYc forecasts and road infrastructure
investment could improve this situation. Planning approval processes are still unwieldy and time consuming.

For P&O Ferries there is not a suitable alternative port to Dover in the UK, and the sheer scale of the
operation should warrant better surrounding road infrastructure.

Q8–2 Is there evidence of a widespread “accountability deficit” in the trust port sector?

Our trust port experience is restricted to Dover, operated by Dover Harbour Board (DHB).

Whilst we have good operational level relationships at a day to day level, the longer term issues of business
development, capital investment, forward planning, and routine consultation with customers about service
levels and cost are not adequately carried out. As a result shipping companies and terminal operators have
little influence over a substantial part of their cost base.

We are relatively satisfied with DHB’s approach to health, safety and environmental issues and the
management of vessel traYc into and out of the port, which appears to be managed in a professional way.
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As far as the Trust port sector is concerned the issue of transparency and accountability should be
constantly and continuously focused upon.

Our understanding is that Trust ports are not intended to be profit centres and should re-invest any
surplus made for the benefits of the port and its users. We believe there is currently insuYcient transparency
and accountability for Trust ports to demonstrate they operate in this manner.

We believe this current situation should be changed to ensure they supply infrastructure that is cost
eVective and fit for purpose. As a general rule we would rather we had cheaper, but adequate and suitable
facilities and lower charges rather than “Rolls Royce” facilities and higher charges to pay for them.

There should also be a requirement or obligation for Trust ports to consult with the operators at the
earliest opportunity when new facilities are being introduced.

Recent new berth development at Dover could have been more successful if our key personnel had been
involved in the design and layout of the new berths. We had to do unplanned modifications to some of our
vessels to fit the new berths, which fortunately proved to be relatively inexpensive, but could have resulted
in a major embarrassment and unnecessary cost.

The new berth design has resulted in one berth requiring significantly more tugs in certain weather
conditions, increasing costs and reducing eYciency.

Port layout is constantly changing and is a major source of concern, confusion and stress, particularly to
our tourist customers who, in the main, are not frequent users of the port.

We have recently been through a fundamental review of our business, and have changed almost every
aspect of our business, (customer experience, strategic alliances with key suppliers, major manning changes),
but we seem to be unable to influence the costs passed to us by the port owner, in any significant or
meaningful way. In particular, there is no commercial negotiation of rates for services, and there are no
service level agreements.

Unlike our freight customers, where the largest customers expect to pay a lower rate for higher volume
(a fairly standard practice in any B2B environment), as the largest operator in the port we cannot obtain
any benefits of scale. If we owned a berth and it cost a fixed amount to build, maintain and operate, we would
enjoy a much lower cost per unit if we put half a million units through this equipment, than if we only put
250,000 units through.

It is also possible that, due to not matching the costs of the operation to the specific nature of the traYc
being carried, freight traYc is subsidising tourist traYc, or vice versa. If all operators carried both freight
and tourist traYc, and in the same proportions, this would not be an issue, but this is not the case in Dover.

We are not convinced that the security charges being levied by DHB represent the underlying cost of the
services provided. We have requested greater detail on these charges but have yet to receive a response. We
feel there is a lack of transparency of costs incurred and recharging mechanism to the various users of the
port.

DHB’s master plan showed strong growth in freight, and clearly flagged up diYculties in getting traYc
through the port eYciently in future.

The port appears keen to welcome small tourist entrants and re-distribute space, check-in booths and
access lanes at the expense of existing operators, without recognising that this will impede fast transit of the
freight traYc through the port. Dwell times (from check-in to embarkation) are monitored keenly in our
organisation and are a vital part of our service to our customers and should be to an eYcient and modern
port facility. We would like to work with DHB in investigating how freight throughput in particular can be
improved for the larger operators, which will help to accommodate freight growth predicted in the
market place.

In a port with severe lack of space for future expansion, a co-ordinated approach to governmental agency
(security, immigration, customs) legislative requirements would be a welcome initiative.

Q8–2a How far might that problem be addressed through enhancing existing voluntary measures within the
trust sector?

Q8–2b Should those trust ports, which currently have powers to precept on local authorities, continue to have
such powers?

Q8–2c Is there a case for an external regulatory function, either through providing the Secretary of State with
new powers to direct trust ports, or by bringing the the trust ports under some independent regulatory regime?

This is worthy of further investigation.
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Q8–3a Is there any reason not to disapply the compulsory privatisation powers in the Ports Act 1991 (see para
8.4 above) by harbour revision order (HRO), given the present Government’s assurances that those powers
would not be used?

Q8–3b Is the planned outcome of the proposed HROs—trust ports as bodies operating outwith Government
influence but accountable to local stakeholders through existing mechanisms—a durable status for the six
trust ports?

This is worthy of further investigation.

Q8–3c Can the six ports, once reaYrmed in this status, operate fairly alongside competitors constituted as
private-sector companies with shareholders?

Q8–3d Should the “HRO process” be extended to the [further six] much smaller ports?

Q8–4 Do the recommendations in the Municipal Ports Review satisfactorily address the range of governance
issues and enable municipal ports to perform to their full potential?

Q8–5 In your experience, are the arrangements for supervision of harbour authorities’ powers adequate? If not,
what changes would you like to see made?

Q8–5a Is there a case for an external regulatory function, either through providing the Secretary of State with
new powers to direct statutory harbour authorities, or by bringing the trust ports under some independent
regulatory [or ombudsman] regime, to deal with problems caused by a statutory harbour authority’s exercise,
or failure to exercise, of its statutory functions?

Q8–5b Do you support the suggestion of new legislation bringing in a reserve power of direction for the
Secretary of State in port safety and modernising other aspects of harbour authorities’ powers, including a
power for them to issue general directions to shipping?

The issuing of general directions would bring Ports into lines with Airports. If applied in the same way
it would ensure a consistent compliance across the industry.

Q8–5c Do you support the proposal that the Secretary of State should withdraw from his byelaw approval role?

If by doing so the system is made more eYcient and faster then yes.

Q9–1 Do you have any views on whether the project appraisal framework requires revision?

Not sure when it was last reviewed but probably needs to be regularly reviewed to ensure it is current.

Q9–2 What more should the Government do to help applicants and other stakeholders in ports planning cases?

Speed the process up, and provide better decision making to provide adequate port capacity.

8 September 2006

Memorandum submitted by the Maersk Company Limited

1. This evidence is submitted by The Maersk Company Limited, acting on behalf of and as sole agents
to Maersk Line in UK and Ireland.

About Maersk

2. Maersk Line is the World’s largest liner shipping company, operating in excess of 500 vessels with a
carrying capacity of 1.3 million TEU. The company has more than 30,000 employees in more than 125
countries.

3. The Maersk Company Limited has represented Maersk Line since 1951. The company has more than
5,000 employees, of which 2,500 are seagoing personnel, including 1,300 British oYcers. The Maersk
Company Limited operates 80 vessels in total.

4. Both Maersk Line and The Maersk Company Limited are owned by the A.P. Moller—Maersk Group.
The Group has more than 110,000 employees worldwide.

5. Also owned by the A.P. Moller—Maersk Group is APM Terminals operating more than 40 container
terminals in 24 countries. In 2005 APM Terminals handled in excess of 24 million TEU.
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Executive summary

— Maersk does not hold concerns about the present ownership structure of UK port assets.

— We support the general policy framework of little or no intervention by UK Government.

— While we do support Government having an open mind towards modal shifts, it needs to be
recognised that coastal feedering is not a perfect substitute for land transportation. A prohibitive
driver for modal shift will lead to increased costs, ineYcient transport planning and likely loss of
transhipment volume to continental ports.

— UK ports’ lower productivity and higher cost per unit handled must be addressed both as a means
to increase throughput capacity and to avoid losing transhipment volumes to ports on the
continent.

— The trend in deep-sea shipping is towards larger vessels with larger call sizes. The eVect of this
changing pattern, causing increased cycles must be analysed carefully and included in the
assessment methodology when evaluating the need for increased capacity.

— UK ports policy must be integrated with policy decisions on inland infrastructure. At present we
do not see one integrated policy.

— Rail is a preferred mode of transport. The current signal that passenger transport takes clear
priority over freight, expressed through proposals such as the Crossrail bill, creates uncertainty for
stakeholders about the long-term viability of rail as an alternative to road. Decisions taken in this
environment of uncertainty are irreversible or only reversible at great cost.

— There is an urgent need for gauge upgrades of such key train paths as Peterborough—Nuneaton
and Southampton to Midlands. Maersk wholeheartedly support these projects’ TIF applications.

Ownership of ports in the United Kingdom

6. In recent months a number of British ports have been acquired by overseas interests, notably Babcock
and Brown Infrastructure’s acquisition of PD Teesport, Dubai Ports’ acquisition of P&O Ports and finally
the acquisition of Associated British Ports by an international venture capital consortium led by
Goldman Sachs.

7. As an international company with worldwide representation, Maersk does not have any concerns
about foreign companies owning strategic port assets within UK. On the contrary, such ownership will often
allow a port developer to draw on experience from a wide network of knowledge and human capital to
maximise the throughput and eYciency of that asset to the benefit of the UK as a whole.

Is the general policy framework, as set out in The Future of Transport, adequate for port operations in the
21st century?

8. We believe the overall policy, being one of non-intervention or as little Government intervention as
possible, is a sound foundation for transport policy, as far as freight is concerned.

9. In particular we are encouraged by the commitment to look at all modes of transport and that
Government’s policy should be guided towards modes that oVer the best overall value for money to deliver
the best outcome for the economy, society and the environment (section 8.8). We wish to support eVorts as
described under section 8.9 to increase eYciency of road haulage and use of rail as an alternative—subject
to the necessary gauge upgrades as discussed on page 5.

10. We do, however, feel it necessary to caution against a dictate approach towards modal shifts. While
rail may be a substitute for road haulage—were it not for the inherent lack of rail capacity!—coastal shipping
does oVer diVerent opportunities and challenges and is not a substitute to neither road nor rail transport.
A scheme that limits or penalises movement by road or rail will lead to ineYciencies, higher cost to the
consumer and almost certainly see coastal volumes lost to continental ports due to the comparatively lower
handling cost and higher productivity oVered by these ports compared to UK ports. Many of these ports
are near-perfect substitutes for port in the South-East of England. Please see figures 1 and 2 below.
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Figure 1: Container handling productivity, UK deep-water port versus continental ports
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Figure 2: Handling cost per container, UK deep water port versus continental ports

Is the Department’s demand forecasting realistic?

Will the UK have the capacity to meet this projected demand?

11. While Maersk does not possess the technical expertise to question the methodology used in compiling
the figures presented in the MDS study used in the Department’s policy study, we do however feel it is
important to recognise the general trend in the deep sea shipping activity, which will have a significant
impact on how the numbers are interpreted and should be applied in policy.

12. The trend in deep-sea shipping is towards larger vessels and an increase in the number of container
moves provided by each vessel call. This increases the demand for deeper water and more modern, faster,
container handling infrastructure in the ports. At the same time, it increases the cycles in the transport
infrastructure in general, be that port or in-land. It is therefore important that any transport policy takes
into account not just the increase, but the manner in which the increase will be felt throughout the
transport chain.

13. It is of vital importance that this eVect be quantified and included in the assessment methodology for
future applications. It is our feeling that at present, this development is not taken into consideration when
forecasting demand and when assessing the necessary supply to meet this demand.

14. Any transport infrastructure built to sustain the future growth of the UK economy will need to be
designed to support this new pattern of trading:

— It must be based on an increased proportion of 40* and 45* long and 9*6+ high containers, which
is a change compared to the current trading pattern. We see these sizes of containers as constituting
the future standard for containerised cargo as opposed to the current 8*6+ high container or the
20* long unit.

— It must be based on freight being able to move to and from ports and distribution centres 24 hours
a day, seven days a week as opposed to today where inland access even of larger ports is limited
during the weekend.

— It must have suYcient buVer to accommodate the increasing “peaks and troughs” generated by
larger vessels and fewer vessel calls.

— It must be able to compete with continental ports on both eYciency—which to a shipping line
means productivity—work practice, and price.
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15. In respect of the last point, it is worth noting the significant gap in productivity between UK deep
water ports and comparable ports on the continent as illustrated on Figure 1 on the previous page.
Productivity is not just a very significant competitive driver when a shipping line (deep-water or not) designs
its network, it is also a driver for capacity and utilisation of the infrastructure. The current very large gap
in productivity between UK and the Continent must be eradicated. Failure to do so will lead to loss of
control of transhipment as these move to continental port and increased transport costs as capacity is not
utilised eVectively.

16. It is important to recognise that in order for the transport infrastructure (be that port/terminal or
inland capacity) to work eVectively, the overall utilisation must be kept at a level where the cycles can be
serviced eYciently.

17. Freight does not move in a uniform stream; there are distinct cycles and seasonality throughout the
day, week and year. The increasing demand from freight owners of their transport providers to be able to
provide just-in-time services and complex logistics services, places a premium on reliability that can only be
achieved if the UK transport infrastructure has enough spare capacity and operational flexibility to cope
with these inconsistent freight patterns.

18. As an example, when arranging in-land deliveries of freight, most customers will show a clear
preference for receiving their cargo at the inland delivery point during the morning hours, as the lorry will
have made its way from the port during the night where roads are relatively less congested, allowing the
destination to plan a narrower “window” for the delivery. The “second drop” during the day will be subject
to conditions of road congestion and the resulting lack of a reliable time of delivery means that many
customers prefer to wait for the next day’s morning, rather than face the cost and inconvenience of having
to wait for a container stuck in traYc.

19. Similarly, export freight tends to migrate towards a weekend departure, giving the exporter the
working week to produce and/or consolidate the cargo.

20. Finally, the volume of imported consumer goods will increase significantly towards the end of the
third quarter and the beginning of the fourth quarter as shops stock up for the Christmas trade.

21. How the infrastructure is scaled to cope with this seasonality will determine the eVectiveness with
which freight can be transported within the UK.

Is surface access to ports adequate? What is best practice?

22. This question can be split in three parts:

— How much surface access capacity is needed.

— What mode of access is preferable.

— Who should pay for this access.

23. It is of over-riding importance that ports policy is extended to include inland infrastructure. It must
be ensured that not only adequate access is available but also that it is the right mode of access (road, rail
or water). The amount of needed capacity has been discussed earlier, along with the need to take into
consideration the changing pattern of freight movement. With the increased cycles that the transport
infrastructure must be expected to handle in the future it is vital that port and inland infrastructure is
integrated better than is the case today.

24. From the point of view of a shipping line (and indeed many of our customers) rail is the preferred
mode of inland transport. It follows a scheduled pattern which secures a high degree of reliability and has
a frequency which allows a high service level to be maintained in a cost eVective manner. Rail does not suVer
from the unpredictable congestion of road transport.

25. Short sea shipping is an alternative and may be utilised successfully for a large number of corridors
and commodities. It needs to be remembered, however, that short sea shipping is not a substitute for neither
rail nor road, due to the inherent lower frequency if a cost eVective operation is to be ensured.

26. From our point of view, it is worrying to see that a number of necessary rail upgrades have still not
been carried out. What is required is upgrade of essential rail infrastructure, primarily cross country such
as Peterborough to Nuneaton and the Southampton to Midlands link. These upgrades are vital as they link
the two primary ports with the consumer/production markets. These upgrades must take note of the fact
that container traYc in UK is increasingly moving in 40* and 45* containers with a height of 9*6+. It is
absolutely imperative that any rail upgrade is aimed at maximising the throughput capacity of this type of
equipment. This will entail gauge clearance to make possible the passage of higher containers and
eliminating the factors currently limiting the length of rail wagons to 60 feet of usable space. Operating 80
feet wagons would dramatically increase the utilisation of rail as an alternative to road in an environment
that places increasing reliance on 40* equipment.

27. Currently, the signals received through proposals such as the Crossrail Bill is that integration between
ports policy and inland infrastructure is not sought, nor achieved. Both ports, deep-sea shipping lines and
to a large extent customers, have a vested interest in maximising rail utilisation, provided adequate and
relevant capacity is available to make this a genuine alternative to using road.
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28. The current climate, in which freight is given a clear second priority to passenger traYc, sends a signal
to all parties that freight’s reliance on rail as an alternative to road is uncertain at best. Many of the planning
and long-term investment decisions currently being made by all three parties in the transport chain are
irreversible or only reversible at great cost—all of which will ultimately have to be borne by the British
consumer. The cost of continued uncertainty is very high.

29. In assessing the final question—who should pay for these infrastructure upgrades—it is worth noting
that in its Ports Policy Review, the Department has a stated aim that a level playing field must be sought to
ensure that UK ports do not fall behind those on the Continent. There can be little doubt that with UK port
developers forced to pay for infrastructure upgrades, the aim for a level playing field within North Europe
is undermined. In other ports in Europe, expenses for infrastructure upgrade are—wholly or partly—met
by Government.

30. The additional costs for the infrastructure will inevitably be added onto the cost of moving the freight
and will ultimately be paid for by the consumers. We would argue that as the cost in any case ends up with
the consumer it is more appropriately met by Government and passed on to the consumers in the same
manner as other costs met by Government, taxation or as an increased tariV to increase visibility of the
charge.

31. A number of these schemes have already been put forward for evaluation under the Transport
Innovation Fund (TIF) scheme. Maersk supports this scheme and the mentioned infrastructure upgrades
wholeheartedly and urges Government to progress with approvals quickly.

Recommendations

32. Maersk Line recommends the Transport Committee take into account the following, when
submitting its final report:

— A comprehensive study and inclusion of the eVect of the changing trends in deep-sea shipping,
particularly the eVects of the increased cycles expected in the future and how that impacts on the
assessment methodology of new proposed developments.

— Rail is a viable alternative to road and more freight can be shifted away from road than is the case
today. The future transport policy must provide stakeholders with increased assurance of the
future for freight on rail.

— An assessment of the eVect of making port developers pay for in-land infrastructure upgrades on
the competitiveness of UK ports compared to continental alternatives.

— Progress needed rail upgrades and gauge enhancements to ensure that key rail paths are able to
accommodate the future growth and trends in UK freight transport.

18 October 2006

Memorandum submitted by Port Skills and Safety Ltd

Port Skills and Safety (PSS) welcomes the opportunity to provide evidence on health, safety and skills
developments in the ports industry to the Transport Committee’s latest inquiry into the UK ports industry.
We submitted written evidence and provided oral evidence on 18 June 2003 as part of the Committee’s
previous inquiry.

PSS represents 122 port related organisations throughout the UK, including port and harbour
authorities, terminal operators, stevedoring companies, labour supply companies and training providers.

PSS works in co-operation with the British Ports Association (BPA) and the United Kingdom Major
Ports Group (UKMPG), who are our only shareholders. The three organisations, whilst sharing the same
premises, operate independently. PSS has a Board of Management comprising senior representatives of the
BPA and UKMPG as well as other employer interests.

Industry policy for health, safety and skills is driven through the partnership work of the Ports Industry
National Committee for Health, Safety, Skills and Standards. The partner organisations represented on the
Committee are:

— AMICUS.

— Department for Transport (Ports Division).

— Health and Safety Executive.

— Maritime and Coastguard Agency.

— NUMAST.

— Port Skills and Safety.
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— Transport and General Workers Union.

The evidence in this letter provides information relating to the relevant recommendations of the
Committee, arising from the 2002–03 inquiry, and subsequent developments.

1. Accident Reduction Targets

1.1 The Safer Ports Initiative (SPI) was launched in September 2002. It was established in response to the
Government’s Health and Safety Strategy Statement.

1.2 The Initiative was driven by the National Committee and set challenging accident reduction targets
for the ports industry, which were higher than those set by Government for industry as a whole. The targets
were to:

— reduce the incidence rate of reportable fatal and major injury accidents by 10% by the end of 2005;

— reduce the incidence rate of reportable over three day accidents (not including reportable fatal and
major injury accidents) by 20% by the end of 2005.

1.3 The benchmark for the targets was the 2001 accident statistics collated by Port Skills and Safety (PSS)
on behalf of its subscribers. The following table indicates that the targets set have been achieved and
exceeded. The incidence rate quoted is accidents per 100 employees:

% Change
2001 2002 2003 2004 2005 2001–05

Incidence rate for fatal
and major accidents 0.32 0.36 0.31 0.25 0.21 "34.38
Incidence rate for four
day accidents 3.80 3.40 2.93 2.51 2.40 "36.84
Overall incidence rate 4.10 3.80 3.20 2.80 2.60 "36.59

1.4 In order to capitalise on the success of the first initiative a second phase of the Safer Ports Initiative
(SPI2) was launched nationally in May 2006.

1.5 The continued support of the Government and partner organisations for achieving the aims and
objectives of the Safer Ports Initiative, both in financial and practical terms, is essential to facilitate
continuous improvement.

2. Manpower Statistics

2.1 In November 2005, the Department published a report on port employment and accident rates. The
report estimated a total of 74,000 people (range 58,000–90,000) working directly on port related activities
either on or oV the port estate.

2.2 The direct employment estimate includes occupations that are not specifically associated with the
main port operational activities. For example, shipping companies, forwarding agents, shipping agents,
tank cleaning, waste disposal, ship chandlers, customs, immigration, Security and companies that provide
technical supplies and services to operational companies in the port. Most of the employers involved in these
related activities are not PSS members.

2.3 Prior to the Department’s report, it was generally accepted that approximately 25,500 people were
directly employed in port operational activities. This was based on a survey of port operational occupations
undertaken by British Ports Industry Training (BPIT) in 2000.

2.4 Table F3 of the Department’s report “Direct port employment: by function”, provides a direct
comparison with occupations covered by the BPIT survey. The Table estimates that there are approximately
42,100 people directly employed in the main port operational activities.

2.5 The Safer Ports Initiative recognises the need to engage the ports industry generally in the drive to
improve health, safety and competence standards. Accordingly, UK regional events are currently being
organised, which will be hosted by port authorities and accessible to all port related organisations.

2.6 PSS will continue to promote the Safer Ports Initiative and facilitate the UK regional events to engage
all employers and employees on port estates. The continued support of the Department and other partner
organisations is crucial to achieving widespread engagement in the Initiative.

3. Accident Statistics

3.1 In the Department for Transport’s report on port employment and accident rates, published in
November 2005, the Department estimates the accident rate for direct businesses on port to be 1.2 per 100
employees on average ie annually 1.2%. This is a lower figure than estimated by PSS for its subscribers (2.6%
in 2005).
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3.2 The Department suggests that the reason for this is likely to be that the PSS survey has a narrower
coverage of port employment activities and includes companies more directly involved with port operations
(cargo handlers for example), where employees are more at risk.

3.3 The Department states that if their port employment estimates are used as a basis for determining the
accident rates produced by the HSE, they would be the same as those identified in the Department’s study
(1.2%). This would indicate a much lower rate per employee than had previously been put forward by the
HSE.

3.4 The Department survey suggests a number of options for improving ongoing accident data for the
ports sector, including more definitive estimates based on HSE data or grossing up PSS statistics. PSS would
support any further improvement work by the Department and HSE in that regard.

4. Health and Safety Guidance for Ports

4.1 The HSE’s decision not to revise the Approved Code of Practice and Guidance supporting the Docks
Regulations 1988 was explained in the Government’s response to the Committee’s 2002–03 inquiry into
ports. The HSE has also abandoned the revision of the Dangerous Substances in Harbour Areas
Regulations 1987 and supporting HSE Guidance (DSHA).

4.2 In 2004, the Health and Safety Commission launched “A Strategy for Workplace Health and Safety
in Great Britain to 2010 and Beyond”.

4.3 A key aim of the Strategy is to encourage employer organisations, such as PSS, to work with employee
representatives and other stakeholders to develop, agree and communicate industry specific advice and
guidance and promote common standards.

4.4 In discussions with the HSE and the National Committee, and in view of the HSE’s decision not to
revise “Safety in Docks”, PSS has developed a project plan for creating health and safety guidance for ports,
based on international benchmarks and current best practice. However, it is not envisaged that the guidance
will cover DSHA.

4.5 Meetings of the Stakeholder Steering Group for the project have taken place in May and October this
year and work is ongoing to agree a structure and format for the guidance, to appoint a consultant and to
establish a series of work groups to consider the detailed drafting of the guidance.

4.6 PSS is currently seeking funding of £40k over and above the contributions of its membership, in order
to complete the project.

4.7 The continued support of the Department, HSE and the industry generally is crucial to the successful
completion of the project to create health and safety guidance for ports.

5. Qualifications and Training

5.1 The ports industry does not currently have a complete framework of accredited qualifications and
training specific to port employees. Accordingly, the sector has used qualifications and training designed for
other industries. Consultation has shown that this type of “borrowed” training and qualification is in most
cases not entirely relevant and fails to meet the specific needs of the industry. This has resulted in a shortage
of specialised port training provision and an inability to access the level of public funding currently available
to other sectors.

5.2 To address the situation, a UK qualifications strategy for ports has been formalised and agreed with
employers, employee representatives, regulators and other industry stakeholders.

5.3 The strategy will ensure that all activities and occupations in the Ports Sector are covered by National
Occupational Standards (NOS) that define best practice in health, safety and skills development as well as
providing the basis for the development of a flexible framework of accredited qualifications and training
supported by eVective quality assurance, delivery mechanisms and public funding.

5.4 Vocational Qualifications for port operations and their supervision, based on the new health, safety
and competence based NOS, will be available throughout the UK from October. The Maritime Skills
Alliance has applied for funding for a project to create an Apprenticeship Framework, which will include
an Apprenticeship route for port operations. This will be available towards the end of this year.

5.5 Further, a Foundation Degree for ports will be available in 2007. This will be relevant to occupations,
such as Harbour Masters, Pilots and Port Managers and we are currently working with representative
organisations and other key stakeholders in its development. Certificates of Competence for some of the
occupations are also planned as is a structure of unitised accredited training.

5.6 Earlier this year, PSS launched the “Managing Safely in Ports” course, which was developed in
partnership with the Institute of Occupational Safety and Health.

5.7 Continuing Government support for the implementation of the strategy is necessary to ensure that
public funding is made available for the creation of the qualifications and their delivery.
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6. Maritime Skills Alliance

6.1 The Maritime Skills Alliance (MSA) was formally established in January 2004, and initially brought
together the Ports, Fish Catching and Shipping industries in a strategic alliance to focus on the skill needs
of the maritime sector. The scope of the MSA includes industries where the principal business activities cover
the control, management and operation of harbours, ports and vessels associated with:

— Transport by sea of passengers, freight and petrochemicals in bulk (coastal; intra-European (short
sea) and worldwide).

— Leisure cruises at sea.

— Loading and unloading cargo and passengers from ships.

— Catching fish and shellfish.

— Supporting oVshore exploration and production, surveying and other sub-sea activities.

6.2 The MSA started its operations with an initial remit of seeking to establish its position as the focus
for UK Maritime Skills within the Government’s Skills for Business Network. A formal position is necessary
for the MSA to secure access to public funding and support for skills development work.

6.3 The Maritime Skills Alliance is currently working with the Sector Skills Development Agency to
determine how the MSA might be aligned with the Skills for Business network. This initiative has been
supported by the Transport Minister, Dr Ladyman. Continued Government support would be welcome to
ensure that suitable arrangements are made and that necessary and continued public funding for skills
development work in the ports and maritime sectors is secured.

16 October 2006

Memorandum submitted by Nautilus UK

NAUTILUS UK (formerly NUMAST) is the trade union and professional organisation that represents
more than 18,000 shipmasters, oYcers, cadets, marine pilots and maritime-sector shore-based staV. The
membership includes a significant number of deepsea and local marine pilots, and shore-based staV with
port related responsibilities, including vessel traYc services oYcers, ship superintendents, harbour masters
and port control personnel.

1. Introduction

Nautilus UK welcomes the Transport Committee’s decision to conduct an inquiry into UK ports policy.
The UK depends on ships to carry more than 95% of its international trade, so it is crucial to have safe,
eVective, technologically advanced ports as part of a national integrated transport policy.

The Transport Committee inquiry is timely, given the government’s present review of this important
subject. It is Nautilus UK’s belief that ports and related policy issues have suVered considerable neglect in
recent years. This underlines the need for a strategic policy approach, otherwise it is impossible for the
government to deliver truly integrated transport policies with road, rail and canal links matched to maritime
transport nodal points.

2. Ports Ownership

The UK ports sector is remarkably diverse and fragmented. The existence of some 600 ports and
harbours, of widely diVering size and characteristics, presents substantial and inherent regulatory challenges
for the government. Added to this, there are significant diVerences in the nature of port ownership and a
recent trend towards takeovers by large multinational companies. Such factors make it critically important
that the government has an over-arching strategy in policy approach to port provision, development, and
the relationship between the UK port network and national, European and international transportation
chains.

However, despite this background, the government—persuaded, we believe, by the ports industry—has
consistently taken the approach in the past decade, and more, of contending that “. . . it is not the
government’s job to run the ports industry”. The ports industry goes even further, rejecting government
involvement and subsidy as “interference”.

Yet, whoever runs the ports, there are crucial issues that must be addressed about the way in which they
can best be operated in the national and regional interest, with strategic and planned investments and
development.

The Department for Transport’s discussion document on the ports policy review suggests that,
“commercial incentives appear suYcient at present to induce the industry to come forward with capacity
enhancement proposals, despite the substantial costs required . . .”.
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Nautilus UK believes that this statement is complacent and fails to reflect the diversity of the sector, as
well as the need to take a more holistic and sophisticated approach to the way in which ports and associated
transport policies can contribute to achieving broader social, economic and environmental goals.

Without such an approach, the danger is that government investment in the wider transport infrastructure
will, at best, be misdirected, delayed in implementation and, consequently, wasted. Without a proper ports
policy, there can be no eVective transport policy.

It is essential that the government does adopt a more positive and proactive approach to ports policy.
Support should take the form of direct investment in capital projects at ports, including dredging,
breakwater construction, ro-ro facilities and enhanced passenger facilities, transhipment wharves for
coastal vessels, and measures to encourage eYcient modal shifts and cargo transfers.

3. General Policy Framework

Nautilus UK contends that there is a lack of political and commercial vision for the UK ports sector. This
has manifested itself in the absence of investment in nationwide infrastructure to support the development
of coastal and inland waterway shipping services to take freight oV the roads and thus relieve traYc
congestion and greatly reduce environmental damage.

The need to focus on the position of UK ports within an integrated transport policy is all the more urgent
given how other European countries are developing strong initiatives in this area. UK ports could become
uncompetitive and user un-friendly unless they match the pace of change elsewhere.

As an island nation, our import and export costs could rise significantly were the UK to become
marginalised as trends towards new shipping alliances and globalised freighting sees the emergence of new
port patterns. Reliance on transhipment and feeder services would reduce economies of scale and add to the
volume of HGV traYc.

It is essential that clear polices and objectives are in place to ensure the UK remains a key player. Clear
national targets are needed to identify and develop the ports and associated infrastructure required to keep
pace with changing trading patterns and operating practices. Central to this approach should be the
development of new measures and an expansion of the existing support measures intended to assist with the
development and introduction of innovative projects to encourage more freight to be carried by shipping
and on inland waterways—in particular investment in research and development.

4. Forecasting Demand, and will the UK have the Capacity to meet the Projected Demand?

There can be little doubt that UK ports will continue to play a crucial role in the economic wellbeing of
our island nation. World seaborne trade has increased for the past 15 consecutive years and is forecast to
remain on an upwards trend for the foreseeable future, with ships unmatched as a means of transporting
large volumes of cargo and passengers at relatively low cost and little environmental impact. It is therefore of
critical importance that the government has policies in place to ensure that UK ports remain internationally
competitive, are responsive with global trends in transportation and technology, tie in with European
initiatives to develop waterborne transport, and have the associated infrastructure to meet shippers’
requirements.

The economic and technological changes that aVect ports and shipping, and the markets reinforce
Nautilus UK’s belief that the government should review its ports policy regularly, and certainly at intervals
of shorter than 10 years.

In its Future of Transport document published in 2004, the Government argued: “Shipping’s strengths
are in freight rather than passenger transport. The passenger market is declining, even allowing for the
growth of the cruise sector.” Nautilus UK would counter, however, that the decline of the ferry sector is not
inevitable, particularly if the expansion of low-cost airlines is constrained for economic, environmental or
political reasons. This should be taken into account when drawing up ports policy in anticipation of
projected demand.

5. Regional and Local Development

Nautilus UK would suggest that the government’s apparent faith in leaving port development policy
issues to the market (as expressed in the DfT’s policy review discussion document) is misplaced. The DfT
statement not only fails to reflect the diversity of the UK’s 600-plus ports and their associated infrastructure,
but also the diVerent requirements of shoreside and “wet” infrastructure such as dredging, navigational
support services and breakwater construction.

UK ports have slipped behind those European countries that bring a proactive strategic vision to ports
policy. A highly topical example of this is that no UK port is yet capable of handling the super-size 11,000
TEU containership Emma Maersk that Maersk Line recently launched, with at least 10 sisterships also
planned. Emma Maersk calls in at the posts of Aarhus, Bremerhaven, Rotterdam and Gothenburg, but not
the UK.
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What these countries have in common is that their governments take a proactive and forward-looking
approach and are intervening to ensure that initiatives such as the trans-European “Motorways of the Seas”
vision have a real chance of succeeding.

Such countries appreciate the social, economic and environmental issues that are linked to ports policy
and recognise the value of intervention, direction and support to achieve critical objectives.

It is clear that one key objective is the desire to shift more freight from the roads to water. Investment in
regional and local ports will serve as an investment in social and economic imperatives, serving the well-
being of communities and regions—as well as acting as an environmental investment in the well-being of all.

6. Surface Access

Ports need to be considered within the broader policy strategies for road, rail and inland waterways. This
is of critical importance in the development of integrated and greener transport policies.

Nautilus UK supports the arguments advanced by the Sea and Water Organisation in favour of the
government establishing a special “water unit” to ensure that the issue of moving freight by water becomes
an integral part of government policy.

Significant work is required to ensure that UK ports are part of a truly integrated transport infrastructure.
Intermodal links are a critical factor in initiatives to encourage freight shift, and road and rail connections
with ports need to be fundamentally assessed.

The devolved nature of ports and port operations should not be used as an excuse for failing to develop
strategies for the development of UK ports within broader EU and international policy contexts. The UK
must also be more active in identifying projects and policies that align with various EU funding mechanisms
to stimulate the development of innovative shortsea and inland waterway services.

7. Environmental Impact

Ports, no less than every other industrial sector, have a duty to humanity to be as green as they possibly
can be, and where the market fails to bring about this outcome, legislation must be enacted to help compel it.

Shipping is inherently the greenest form of freight transportation. The House of Commons environment
audit committee recently noted the clear environmental benefits to be gained by boosting shipping’s share
of UK freight movements—up to 80% less carbon and 35% less nitrogen oxides than road freight.

No consideration of port-related environmental issues would be complete without reflecting upon the
potential pollution arising from shipping accidents. Nautilus UK maintains that much more should be
done—notably through proactive port state control inspections—to address the poor standards of many
ships using UK ports and waters and the operational policies that increase the risk of “human factor”
incidents: in particular the use of low-cost, less competent labour or over-worked and dangerously
fatigued staV.

Beyond that, Nautilus UK believes that the issue of port waste reception facilities is critical for the success
of policies to minimise marine pollution from shipping. At present, post waste reception facility plans are
approved by the Maritime and Coastguard Agency. There is however a need to inspect these facilities to
ensure their adequacy. Nautilus UK also argues that the government could do more to promote confidential
reporting of inadequate facilities, with protection from prosecution for whistle-blowers.

There is also a need to ensure that port charges do not discourage the discharge of waste to proper
facilities. The government should ensure that any port charging regime includes “normal” shipping waste.
Exceptional waste that may result from major repairs or cargo residues should be charged appropriately.

In the interests of safety and the marine environment, Nautilus UK argues that there must be greater
government intervention to prevent unfair competition arising from unsafe practices. The provisions of the
Port Marine Safety Code should be made mandatory, and the Secretary of State should have the necessary
power to ensure its compliance.

8. Skill Shortages and Port Safety

Nautilus UK emphatically disagrees with the statement made within the DfT ports policy review
discussion document that “there are no fundamental issues at stake around the general approach to safety
and security at ports”.

Most particularly, Nautilus UK is profoundly concerned about the escalating shortfall of UK seafarers
whose maritime skills and experience are essential for a wide range of safety-critical port positions—
including vessel traYc services, pilotage, harbour masters, ship surveying and inspection.
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Studies show that some 95% ship collisions and groundings and 80% of shipping accidents occur in
restricted or piloted waters. Ships are growing in size and sophistication, carrying increasing volumes of
hazardous and environmentally-sensitive cargoes, and the global competitive pressures are such that there
are serious “human factor” concerns about many of the ships that visit our ports—concerns about such
issues as safe manning levels, crew quality and fatigue.

So the need for first-class pilotage and shore-based vessel traYc support services is greater than ever at a
time when there is a critical and mounting shortage of skilled and experienced seafarers who are best
equipped to undertake these roles. Where will the next generation come from? UK oYcer cadet training is
barely at one-third the level needed to meet future seagoing and shore-based demand, or to begin to reverse
a sustained period of under-recruitment that has extended for more than two decades.

Nautilus UK argues that, as in some other countries, UK ports need to make a contribution—for instance
by sponsoring cadets—to the training and development of the maritime personnel who the ports operators
will eventually be relying upon to move into the shore-based infrastructure sector. The ports could
contribute by sponsoring cadets and the government must contribute by improving the support for maritime
training scheme, in line with EU state aid guidelines, and by further development of the oYcer training link
with the tonnage tax scheme for shipping.

Nautilus UK further argues that it is essential there should be a regime for certificates of competency or
licences for harbour masters, pilots and VTS personnel, with appropriate sanctions—just as there is for
ships’ oYcers.

Although there are signs of recent progress in reducing accident rates at ports, Nautilus UK contends that
many port and harbour authorities are still failing to ensure adequate safety, not only for dock workers but
also for crews transiting between the ship and the dock entrance. This, we believe, is a consequence of
competitive pressures, inadequate resources and an unwillingness of many senior managers to adopt a
safety culture.

Nautilus UK’s predecessor, NUMAST, welcomed and provided practical support for the development
of the UK’s Port Marine Safety Code, but we believe it is failing to meet its objectives because of a lack of
enforcement. Nautilus UK believes the government should give ministers powers to give directions to
harbour authorities that are failing to exercise their PMSC responsibilities. PMSC is a voluntary document
and while it may work eVectively in may ports, the lack of statutory sanction permits some ports to operate
unsafely, while potentially undermining the competitiveness of those that abide by the code’s standards.

It is also our belief that a “name and shame” regime is ineVective and could compromise the government
should a serious incident occur, as highlighted in MAIB reports into a series of incidents in the port of
Newhaven.

We also wish to highlight our concern about the need to ensure adequate resources are in place to deliver
the PMSC’s laudable objectives. Without eVective enforcement and policing procedures, backed up by the
necessary staYng and resources, Nautilus UK is concerned that the aims may not be met.

Recognising the importance of health and safety in UK ports, and the inherent dangers of working in port
areas, Nautilus UK welcomes the work being undertaken by Port Skills and Safety Ltd to achieve reduced
accident and injury targets. There is a need for this initiative to be supported with adequate funding for the
HSE. To ensure improved safety at UK ports, it is also essential that the HSE is adequately resourced for
the inspection not only of passenger and ferry ports, but also commercial ports. The Transport Committee
in its 2003 ports report warned the government: “There is an acute shortage of dedicated port inspectors to
fulfil the obligations of the HSE”.

In the “grey area” in which MCA and HSE responsibilities overlap, the government must deliver
appropriate resources for eVective enforcement—notably onboard vessels while in port. Port state control
is an example of the need to provide proper PMSC back-up, given the overwhelming evidence of serious
safety problems on a significant proportion of foreign ships using UK waters—around 70% of ships are
defective, between 5–6% of them are deemed unseaworthy. Such ships are a danger not only to everyone
onboard, but also to other ships, port facilities and the marine environment. For these reasons, the port state
control inspectorate needs to be adequately staVed and resourced.

Nautilus UK would also call for a reinforcement of the role of the port health inspectorate. It should be
noted that ports are the country’s first line of defence against the transmission of infectious diseases. It
should also be noted that the facilities onboard many ships that visit UK ports are appalling, with unsanitary
conditions and inadequate food and water. Some crews are abandoned without pay, provisions and other
resources. Crews’ welfare needs to addressed, because this can have a significant impact on their morale and
wellbeing, and therefore upon motivation and safety. At port level, this means having a fully staVed and
resourced inspectorate responsible for ensuring enforcement of international standards for ship-board
conditions. Resources for port health authorities should be ring-fenced and they should not have to compete
for resources locally.

The vital role of tugs must also be considered when considering port safety. Nautilus UK considers there
is a case for a licensing regime to ensure the development and retention of existing staV, and the continued
recruitment and training of personnel to operate these tugs.
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The issue of security must also be considered within the broader examination of safety in UK ports.
Nautilus UK believes there are some important grounds for concern, at a time of growing geopolitical
tension and awareness of the maritime sector’s vulnerability to attack or “people smuggling” and
stowaways.

Nautilus UK would endorse the warning by Lord Carlile of Berricow, whose recent annual report on the
operation of the Terrorism Act highlighted the shortcomings in Customs and security cover at various ports
around the UK. Although the introduction of the ISPS Code has done much to improve matters, Nautilus
UK remains concerned about the fragmented nature and complex arrangements government port
security—with responsibilities divided between agencies including the DfT, HM Customs and Excise,
Immigration, the Special Branch, the MCA, police and private security. The demise of specialist and
distinctive port police regimes in many areas has coincided with the increased use of private security firms,
with reduced powers and less accountability. Nautilus UK believes the government should examine ways
in which these problems can be addressed and move towards a more unified and professional policing of
our ports. This should include an integrated ports/transport police and ending reliance upon private
security firms.

Nautilus UK has also raised concerns with the Shipping Minister about the way in which the ISPS Code
has been misused to deny trade union oYcials access to members onboard vessels involved in industrial
disputes, and where local police have become directly involved in industrial relations issues. We believe it
is essential that the government acts to prevent seafarers’ rights from being denied by inappropriate use or
misinterpretation of the ISPS Code. It should also demonstrate its support for the principles of guaranteeing
shore leave to seafarers by ratifying the ILO Convention 185 on Seafarers’ Identity Documents.

Conclusions and Recommendations

— EYcient and eVective port operations are essential to the economic wellbeing of the country.

— The role of ports will remain undiminished in its importance as national and international
seaborne trade continues to grow. Because of the diYculty of making accurate projections about
port capacity, the Government should review its ports policy regularly—say, at least every
seven years.

— More government intervention is essential to set the strategic vision for the UK’s ports and
associated infrastructure to ensure they remain internationally competitive better serve the
country’s needs globally, nationally, regionally, locally, economically, logistically and
environmentally.

— There should be a realignment of resources allocated by the DfT to diVerent transport modes.
Given the value of the economic contribution made by shipping and ports, the current level of
resources is derisory.

— As an island nation, our import and export costs could rise rapidly were UK ports to become
marginalised through failure to keep pace with the latest shipping and freighting trends.

— The UK is doing very little through its ports and transport policies to promote “Motorways of the
Seas” initiatives to get freight oV the roads. Clear national targets should be in place to identify
and develop the ports and associated infrastructure that will be required to achieve environmental
objectives and to keep pace with changing trading patterns and operating practices. The
government should also establish a special “water unit” to ensure that waterborne transport issues
are aVorded suYcient priority within wider policy developments.

— In the interests of port and shipping safety and prevention of marine pollution, the provisions of
the Port Marine Safety Code should be made mandatory and the Secretary of State should be given
powers of intervention.

— The shortage of skilled and experienced UK seafarers who can move into safety-critical port
related positions is becoming critical. Ports need to make more of a contribution to the training
and development of maritime personnel who are best equipped to undertake these highly
responsible and specialised roles, and the government must contribute by improving the support
for maritime training scheme, in line with EU state aid guidelines, and by further development of
the oYcer training link with the tonnage tax scheme for shipping.

— More should be done to develop appropriate training and qualification structures for shore-based
personnel with safety-critical marine responsibilities. There should be a mandatory regime for
certificates of competency for harbour masters, pilots, tug crews and VTS personnel.

— The Maritime & Coastguard Agency needs increased resources to be able to eVective police
“human element” safety issues on visiting ships, and the role of the port health inspectorate should
be reinforced, to ensure enforcement of international standards for shipboard conditions.

— The government should examine the concept of more unified and professional policing of our
ports. This should include an integrated ports/transport police and ending reliance upon private
security firms.



3524742007 Page Type [E] 22-01-07 09:45:17 Pag Table: COENEW PPSysB Unit: 1PAG

Ev 20 Transport Committee: Evidence

— Seafarers in UK ports should have the right to access to maritime labour and welfare
organisations—including avenues for intervention in the event of complaints.

— The UK government should move quickly to ratify 1LO Convention 185 on Seafarers’ Identity
Documents to facilitate shore leave and repatriation, as well as transit to and from ships.

— There is a case for the provision of professional port police to ensure a consistent, coordinated and
credible law enforcement regime is applied.

17 October 2006

Witnesses: Mr John Garner, Fleet & Ports Director, P&O Ferries Ltd; Mr Søren Friis, General Manager,
Operations & Planning, UK and Ireland, Maersk Company Limited; Mr Des Crampton, Chairman, Port
Skills and Safety Ltd; and Mr Allan Graveson, Senior National Secretary, Nautilus UK (formerly
NUMAST); gave evidence.

Chairman: May we please begin the Committee with
a little bit of housekeeping, Members having an
interest to declare: Mr Martlew?

Mr Martlew: A member of the GMB Union and
the Transport and General Workers’ Union.
Mr Clelland: A member of Amicus.
Chairman: Gwyneth Dunwoody: a member of
ASLEF.
Mrs Ellman: A member of the Transport and
General Workers’ Union.
Graham Stringer: A member of Amicus.
Clive EVord: A member of the Transport and
General Workers’ Union.
Mr Wilshire: Chairman, I am the possessor of a
benefit of the P&O company’s new owners, in that
I have shares, which got me a discount. On a
technicality, I must declare it.

Q1 Chairman: That is very helpful. Thank you very
much. Good afternoon to you, gentlemen. You are
most warmly welcome here. Could you begin by
identifying yourselves, for the record, please?
Mr Garner: John Garner, P&O Ferries.
Mr Friis: Søren Friis, the Maersk Company.
Mr Crampton: Des Crampton, Chairman of Port
Skills and Safety Ltd.
Mr Graveson: Allan Graveson, from Nautilus UK.

Q2 Chairman: Do any of you have anything you
want to say, before we begin? No: we can proceed
to questions, can we? Thank you very much indeed.
For all of you, it has been two years between the
announcement in the 2004 White Paper of a ports
review and the publication of the consultation
document. Was that too long, in your view?
Mr Garner: I think we welcome the opportunity for
the review. I do not think it was too long,
necessarily, but I think we welcome the opportunity
for it to be updated and to contribute to it.

Q3 Chairman: Does anybody disagree with that; is
there anything you want to add? Do you think the
Government’s assertion that it had to wait to make
the decisions on the three South East ports
suYcient cause for delay?
Mr Graveson: Thank you very much indeed for that
question. It appears almost as if the Government
was doing this as a functional process, on a time

basis, rather than a need basis, for this country.
Clearly, there is a need to address the situation
strategically with respect to our ports.

Q4 Chairman: In your view, that was a limitation,
because you felt that, instead of looking at it in a
wider sense, actually they were concerned with
timing; is that what you are suggesting?
Mr Graveson: Indeed, I believe that is the case, yes.

Q5 Chairman: Is it not a valid argument to say that
since they had a number of very important
planning decisions they could hardly really pre-
empt those by apparently setting out very tight
constraints?
Mr Graveson: That is indeed not unreasonable.
However, if one is dependent upon the vagaries,
may I say, of the planning system, in order to
determine policy which is for the future well-being
of the nation, one must have a question therefore
in the process.

Q6 Chairman: What do you think about the actual
document, gentlemen; was it the right areas of
port development, was it too long, too short?
Mr Garner, a nod; what does that mean?
Mr Garner: I think that the action document was
well laid out, it referred to the MDS study and I
think that we looked at the forecasts in there and
we saw that some of the traYc is outstripping the
forecast demands that we see.

Q7 Chairman: What conclusions do you draw
from that?
Mr Garner: I think we draw the conclusion that,
first, we would like to see the forecasts updated.

Q8 Chairman: You are saying really that the
forecasts were not accurate?
Mr Garner: What we see is that the demand is
running ahead of the forecast. If I can give an
example, the current levels of accompanied ro-ro
traYc through the port of Dover are running at the
2014 forecasted level. We see that the ability of the
infrastructure to keep up with that is not being met.
We see congestion and we would like to see the
plans for improvements to infrastructure brought
forward to meet the demand of the volume of
traYc.
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Mr Friis: Obviously, we echo the comment that we
believe it is very important we keep in the forefront
in the UK regarding investment. We believe there
has been a history of underinvestment which
certainly we would like to see corrected in the
future. In terms of the numbers that are presented
by the MDS study, whether it is 3%, or not, I think
we do not disagree. We think the important thing
though to bear in mind is how that 3% will be felt
through the infrastructure. We believe that in the
new developments that are coming oV there will be
an increased seasonality; we believe that the peaks
and troughs, if you will, will be felt more severely
through the transport chain than has been the case
in the past. We would like the Committee certainly
to take note of that.

Q9 Chairman: Tell me about Trust ports; are they
suYciently accountable to stakeholders?
Mr Garner: We work very closely with Dover
Harbour Board, one of the major Trust ports; we
have a very good day-to-day working relationship
with them on an operation and a maintenance level
and we welcome the port Master Plan that they
have produced. I think what we would like is to
be more involved at an earlier stage with regard to
forward planning and strategic investments.

Q10 Chairman: Are you saying really that, because
of the increasing investment in ports by investment
companies, there is a danger that ownership is
going to be too remote from the day-to-day
operations of the port?
Mr Garner: We work in a number of ports around
England and Wales which have diVerent types of
ownership arrangements. It is not necessarily the
ownership arrangement which impacts upon us but
the way that we work closely with their executive
so that our operations, our commercial decisions
and forward planning for investment are planned
adequately.

Q11 Chairman: Do you find that these diVerent
types of ports are responsive; is that what you are
telling us?
Mr Garner: Yes. We find that the ports are
responsive and we find that there are diVerent
arrangements to be made. Certainly linkage to the
public highway infrastructure, in the ports that we
work at, is sometimes a diYculty; often there are
high peaks of traYc.

Q12 Chairman: We will come to the infrastructure
in a minute, Mr Garner. I want just to concentrate
on this point about if an investment company takes
over a port, what we really want to know from you
is does that impinge upon the operation of the port,
because, in an island, this is actually quite an
important policy? Mr Friis, you are nodding?
Mr Friis: We do not have any concerns regarding
investment companies owning and operating ports.

Q13 Chairman: Because you have direct
investment?
Mr Friis: No; not in the UK, no. As long as,
obviously, two things are recognised. Obviously,
they need to have professional management in
charge, so that it is port professionals who are, if
you will, still running the day-to-day business, and
we believe that it is, in the UK ports. Secondly, I
think it is also important that these investment
companies recognise that they need to maintain a
long-term commitment to the transport needs of
the UK. We would hope that they do and we would
work with them to make sure that is the case.

Q14 Mrs Ellman: The Government have a policy
of non-intervention in a port; do you think that
is right?
Mr Graveson: That is extremely problematic,
non-intervention. It is entirely right and
appropriate to allow industry to go about its
business and conduct its business profitably;
however, non-intervention, from the point of view
of the good of the nation, can be extremely
detrimental. Leaving it purely to market forces
therefore can result in a situation where the
Government itself cannot plan the infrastructure,
because it does not know where that development
actually is going to take place, so inevitably there
will be a lag factor, whether that is in roads,
railways, transhipment terminals, or whatever.
Inevitably, it is subject to failure in the longer term.

Q15 Mr Martlew: On that, can you give us an
example?
Mr Graveson: Yes. An example of that I would give
would be, if we look to the concentration in the
South East of this country, which can result,
therefore, in situations of ports which are running
themselves extremely well and have managed to
accommodate increased capacity. However, the
lead from those ports, and we can look to the ports
of Dover, Felixstowe, indeed Southampton, we
have not got the rail infrastructure in place, we
have not got the transhipment terminal in place to
make use of coastal shipping and, as a
consequence, the result is the chokes on our roads
in this country.

Q16 Mrs Ellman: Are there any other views on this?
Mr Friis: We welcome the continuation of a policy
of non-intervention. We believe that the market
will make the right decisions, if left to do so, and
we would not like to see a policy whereby a UK
Government would start to dictate where the port
would be located.

Q17 Chairman: Mr Friis, do you operate in any
other country where the state controls the ports?
Mr Friis: We operate in a number of countries and
I should think in some of those that would be the
case, although, I must admit, I do not have that
specific knowledge.



3524742007 Page Type [E] 22-01-07 09:45:17 Pag Table: COENEW PPSysB Unit: 1PAG

Ev 22 Transport Committee: Evidence

1 November 2006 Mr John Garner, Mr Søren Friis, Mr Des Crampton and Mr Allan Graveson

Q18 Chairman: Have you any experience of
direction from those governments over the
investment in the ports?
Mr Friis: No, we do not have that, but I would be
happy to write to the Committee about it.
Chairman: That would be helpful.

Q19 Mr Clelland: Just to follow up on
Mr Graveson’s comments, is the answer to the
problem then improving the road and rail
infrastructure to feed the South East ports, or
spreading the work around the other ports in the
UK? Will the market itself do the latter, or even
the former, for that matter?
Mr Graveson: In the short term, improving the
infrastructure in the South East would relieve the
situation, but that is no long-term solution
whatsoever for the nation and for its continued
economic viability, because eventually the costs in
the South East will increase considerably as a result
of density of industry. Therefore, to spread it
around this United Kingdom, from the point of
view of port infrastructure, would be infinitely
desirable, not only for long-term economic well-
being but also for considerable environmental
benefits.

Q20 Mr Clelland: Will it be spread around just by
leaving it to the market, as has been suggested, or
will it need some sort of government intervention?
Mr Graveson: I would suggest consequently that
you would have market failure, ultimately. You
may well achieve profitability, and indeed short-
term competitive advantage, over a very short
period, of maybe five, 10, 15 years, but the long-
term sustainability of this country, globally, I
believe would suVer, ultimately.
Mr Garner: We support the market-led forces for
the build-up and arrangements of the ports.
Certainly, we work in a number of ports around
England and Wales and we find that we need to
service the traYc of the routes on which our
customers wish to send their goods; that ranges
from short-sea, two-hour crossings to overnight
crossings. Certainly we have seen the growth of
terminals on the Humber and in other locations as
well, other than the South East, but the forecasts
in the MDS study showed that the demand,
certainly for the future, was very much in the South
East, as well as some other areas, although the
South East was the greatest increase.

Q21 Chairman: What would be your answer to the
point being made by Mr Graveson that it cannot be
left to the market because the degree of congestion
would make it diYcult?
Mr Garner: We have seen ports and shipping
companies providing additional capacity to service
the market on some traditional routes but to open
some new routes as well.

Q22 Mrs Ellman: We have been told that over half
the content of the deep-sea ships landing in the
southern ports actually is destined for north of
Birmingham, so would it not make more sense to
have bigger development in regional ports?
Mr Friis: I do not know if it is half, the number
escapes me, but a significant amount is for the
Midlands and the northern part of the Midlands,
so indeed it is correct that a significant amount
moves; after discharge from the ports in the UK
they will move north via the road and rail
networks. With respect to the views of Mr
Graveson, we think there is a reason why the ports
are located in the South East of England.

Q23 Chairman: Which is?
Mr Friis: They need to be located close to the main
shipping routes. Once you start to deviate far from
that, the costs will rise very quickly for the end user.

Q24 Chairman: You are defining the main shipping
routes as being those going through the Channel
Tunnel up towards Europe, not around the United
Kingdom; is that what you are doing?
Mr Friis: What we are saying is that today, and in
the foreseeable future, we still see demand being led
by the Far East and Europe. If we take an example,
once you move north of a line which goes roughly
around Leeds you are sailing away from those
shipping routes rather than still utilising those main
shipping routes.

Q25 Mrs Ellman: What would happen if ports were
not allowed to continue to develop and expand in
the south?
Mr Friis: I think what would happen eventually
would be that unless there was suYcient volume in
an area to warrant a direct call by a big deep-sea
vessel you would see that it would still be
discharged at a diVerent port either in the South
East of England or on the Continent. Then there
would be increased transhipment and ultimately it
would be delivered to ports outside the South East
but delivered on smaller and more expensive
vessels, and less environmentally-friendly vessels, I
might add.

Q26 Mr Clelland: If we just allowed the market to
have its head, would it not be the case that all of
those shipping lines were using the South East ports
because they happened to be closer, therefore with
lower fuel costs to get back and forwards from the
South East coast to the northern coasts, but if that
meant the South East coast became so congested
that turnaround times became longer, delays
became longer, would it not be more eYcient to use
other ports around the country, even for the
shipping lines themselves?
Mr Garner: Certainly we operate on a number of
routes: short-sea, Dover to Calais, and also the
North Sea, from Rotterdam into Teesport and the
Humber. We bring containers from Rotterdam, on
our ro-ro ships, into the North East, so we do serve
the northern ports for ro-ro shipping.



3524742007 Page Type [O] 22-01-07 09:45:17 Pag Table: COENEW PPSysB Unit: 1PAG

Transport Committee: Evidence Ev 23

1 November 2006 Mr John Garner, Mr Søren Friis, Mr Des Crampton and Mr Allan Graveson

Q27 Chairman: Mr Garner, I am sorry to stop you
there but actually that is getting away from the
question you were asked. Mr Clelland said, if they
are being dumped in South East ports and they
become congested so that you have to go to
European ports on the Continent and tranship,
which must add a cost, would it not be more logical
to use northern ports?
Mr Garner: I think that refers perhaps to the larger
container ships, which is not the sort of trade that
we are in; we are in the ro-ro ferry-back market.

Q28 Chairman: You may not have these ships
specifically, but I am asking you as somebody who
knows about shipping. Mr Friis, you are nodding?
Mr Friis: Certainly, to come back to Mr Clelland’s
question, yes, if turnaround times in the South East
of England were to be unacceptably long,
eventually you would move the theoretical line for
how far north you would go.

Q29 Mr Clelland: Would it not be more eYcient to
plan for that eventuality, rather than wait for it?
Mr Friis: The question is at what point in time do
you start to plan? I think it is important to
recognise the significant cost there is in moving a
container to the north of England via sea; it is
considerably more cost-eVective to move it via rail,
which is our preferred mode of transport.

Q30 Mr Clelland: Yes, but you have got to get it
ashore first before you move it by rail?
Mr Friis: Indeed, and I think that touches upon
another point, which is that we believe there is a
need for greater joined-up thinking between port
policy and infrastructure developments.
Chairman: We are not getting oV onto that yet.

Q31 Mr Clelland: It ties up with that, because what
you are saying is let market forces operate and then
let Government put in the infrastructure to move
the goods. Surely Government should have some
say; if you are expecting them to put in new rail
lines, or a new motorway, in the South East, there
is a massive cost to Government in that? That is
what you are saying: “Let us have market forces,
but you provide the infrastructure to get the goods
to market;” is that correct?
Mr Friis: What I am saying is that is the model
which has been used on the Continent, in Europe,
and if some of those ports are able to provide
services in direct competition with British ports
they operate under those market conditions which
you describe. I think it is important to consider that
fact, because if we continue with a gap it might
even increase the gap in the costs with which those
ports are faced. We believe that, eventually, the UK
will lose out to the ports on the Continent. In many
cases, if you are delivering a container to Teesport,
or Grangemouth, to take an example, it is equally
as cost-eVective to do that via Rotterdam as it is
via Felixstowe.

Q32 Chairman: Including transhipment?
Mr Friis: Including the transhipment, yes.

Q33 Clive EVord: To follow on from those
questions you have just been asked, is it cheaper
for the consumer then for goods to be oZoaded at
a southern port and shipped around by various
lorries, up and down the country, or by train, than
to take one large container ship out of the main
shipping lanes and take it to the north? Which is
the more costly method?
Mr Friis: The most cost-eVective method is to
discharge the container in the South East. I realise
that might be hard to accept, but, if you will bear
with me for a second, the way we would prefer to
do it would be to discharge it in a port in the South
East and then move it by rail; that is by far the most
cost-eVective solution. Alternatively, if you were to
go further north, you would discharge it, you
would still need to take it to the eventual consumer,
so even if you were to take it, for instance, north
of the Midlands, or further north, you would need
then, because of the lack of rail infrastructure, to
take it on a lorry. Because of the lower
concentration of freight, the lorry will be utilised
one way only, which will mean that the charge
actually will be the same moving it from, for
argument’s sake, Teesport to Birmingham as it
would be from Felixstowe or Southampton to
Birmingham, because if it moves via Felixstowe or
Southampton the chances of getting a return load
are greater and therefore the utilisation of the asset
is higher.
Chairman: Mr Leech, are you interested in these
economics?

Q34 Mr Leech: I think Mr Friis has answered most
of the questions that I was going to put. Is there
not also the issue of time, which ought to be taken
into consideration, because I would have thought
that, if the infrastructure is put in place in ports
outside the South East area, at some point, when
we reach saturation point and there are additional
delays in the South East, there must be a benefit to
the additional cost reducing the actual time that it
takes to get goods from A to B?
Mr Friis: That is correct; if you are talking about
the time for the goods rather than the time for the
vessel, if I understand the question correctly.

Q35 Chairman: Mr Friis, really you are telling us
that actually it is cheaper not to use coastal
shipping but to tranship onto the roads; actually
you are telling us the economics are such that you
are basing that on the assumption that lorry-drivers
will always undercut coastal shipping. Is that the
reasoning behind it? If, for any reason, we got
something like road-charging on our major
motorways, you are telling me that the diVerence
would be so marginal you would then have to
review your figures?
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Mr Friis: I think it is diYcult to see coastal shipping
being a perfect substitute for road or rail. Road and
rail are able to transport from the South East to,
say, Birmingham overnight, literally, whereas that
is not the case if you use a coastal feeder.

Q36 Chairman: Can you supply us with some
figures to put onto this, because I think some of us
find some diYculty in understanding the
economics; but I am sure you are absolutely
accurate?
Mr Friis: I will be happy to do that, if I may supply
them, if you invite us.
Chairman: I think, actually, Mr Garner, we would
like to hear from you too; we would like to hear
these interesting figures.
Mr Goodwill: Much of the land surrounding ports
in the South East would be classed as “brown-field”
land and obviously there is tremendous pressure in
the South East for other types of development, in
particular, residential development. Is there a
danger that the investment companies which own
some of these ports may be tempted to capitalise
on some of these assets, which would very much
restrict the potential for expansion in these areas?
Have you thought about that?

Q37 Chairman: The point you were making earlier,
Mr Garner, is very relevant to Mr Goodwill’s
question?
Mr Garner: What we have seen is that land area is
very, very important these days, and we see some
companies buying that up for usages other than
ports development.
Chairman: Yes, but you assured us that there was
no operational diYculty, did you not, earlier on, as
long as there was no real friction between an
operational investment company which was not
directly connected with the port? Mr Goodwill is
simply asking you what happens if they decide to
sell the port for housing.

Q38 Mr Goodwill: It happened to the York sugar
beet factory just a few months ago and it has had
to shut and it has sold oV the whole thing for
residential land.
Mr Garner: The normal arrangements that we have
with ports are port agreements or, in some cases,
we are a terminal operator with a landlord, where
we have a long-term agreement in place, as in Hull,
with our landlord for us to operate that area, so
that we have that area for our operations. Our
diYculty comes with increased volume, that we
have very little room for expansion.

Q39 Mrs Ellman: Have you got any suggestions on
how planning policy could help port development;
are you satisfied with current planning policy in
relation to ports?
Mr Graveson: At the risk of being somewhat
controversial, the planning procedure can be very
long and drawn out in this country, very
detrimental indeed. We all know how long it took
to get Terminal 5 at Heathrow. An alternative to
the existing planning regime might be a reversion

to what this House was very good at, and that is,
when we are looking at infrastructure projects, we
actually put a Bill through the House, and that, I
think, might overcome a lot of the diYculties. We
are living in a world today which is moving very
fast indeed. Our Victorian forefathers knew how
to deal with it. A Bill through this House for
infrastructure projects, I think, would be very not
innovative but it would be, say, a reversion to a
process which served the country extremely well.

Q40 Mrs Ellman: You are looking for, what, more
speed in central decision-making, or what are you
looking for?
Mr Graveson: We are not looking for speed in
central decision-making, not by the executive and
not by civil servants, we are looking for decisions
to be made by Parliament as to what is most
appropriate. Therefore, by the presentation of Bills
for infrastructure projects within the regions of
England here, this could indeed be dealt with.
Mr Garner: Certainly, I think, within some of these
port Master Plans, areas of pinchpoints are
identified and then they can seek to address them,
but I think the planning consent process involves
an awful lot of consultation and an awful lot of
bodies to be involved before any decisions are
finally made. I think some of the ports would have
diYculty with the length of time it takes for them
to get planning consent to improve infrastructure
to and from the port.
Mr Friis: We agree very much with that.
Chairman: If you agree, we will move on.

Q41 Mrs Ellman: Are you satisfied with security at
ports, in relation to possible terrorist threats? Do
you think the current system is eVective?
Mr Garner: The security programme that we have
within our ports has been implemented recently
because there are new regulations for international
ship and port security. I think that the transport
security part of the Department for Transport has
led on that and approved plans for over 500 ports
across the whole of the UK, and certainly we have
plans approved for all our ships, so that there is
a very robust programme in place now. There are
frequent drills, and occasionally we do have
security alerts and incidents when those plans are
put into action, so our experience is that it is a
robust system and it has been appropriate.
Mr Graveson: I believe that is indeed the case in
some ports, but it is not the case in all our ports.
We have now a mishmash, essentially. We have
seen the demise of the Ports Police Service around
the United Kingdom and I do believe that an
eVective Ports Police, perhaps integrated into the
Transport Police, would give a high level of security
to this country. It is not unreasonable for the state
to bear some of this cost; after all, it is for the
security of the state and of its people and it should
not be necessary for the ports to incur this
expenditure. Therefore, I would suggest an eVective
Ports Police, with all the appropriate powers that
constabularies have, in order to ensure an even
level of security across this country. I would back
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that up by security in its broadest sense by having
also an eVective Port Health Service. This has been
released, eVectively, to local authorities and is very
patchy around this country, and that is equally a
danger to the well-being of the people here.
Mrs Ellman: Is the “known shipper” system secure?
Does anybody have any views on that: the “known
shipper” system; is it secure?

Q42 Chairman: Are you satisfied that there is
suYcient security if the system of using known
shippers is in place, or does it require any extra
imposition of controls?
Mr Garner: If I could oVer a response, we have
clearly-identified customers and so we do know the
shippers and we have regular links with them, so
that we are well established in that area. The other
area where there are particular controls is for
dangerous goods and hazardous goods on board
ships, and for those there is a stricter regime which
requires information to be lodged of the shipper
and the full details from the Dangerous Goods
Code.

Q43 Mrs Ellman: A recent investigation suggested
that criminals have infiltrated some of the system
and were using the names of accredited shippers for
other purposes. Are any of you aware of that; do
you have any experience of it?
Mr Graveson: I have some first-hand experience of
this, having served on container vessels, and I know
that I have seen on manifests what has been
referred to as, shall we say, “household eVects”,
which in fact were antiques, being taken from the
United Kingdom to the United States and they
were followed closely by the police in this country
and the FBI in the United States, so that does
happen. I think also we have the danger of not only
goods going outwith the country but coming into
the country, as well, presenting a danger. The
United States has appreciated this, in fact,
eVectively by extending its boundaries to the extent
that it is looking to place Customs personnel here
in the United Kingdom, working alongside HM
Customs and Excise.

Q44 Mrs Ellman: How highly do you see the risk
of terrorism in relation to ships leaving or arriving;
does anybody have any views on that?
Mr Graveson: I think actually it is a lesser risk than
exists currently with piracy and armed robbery.
Currently, it is a lesser risk and I believe if there
was closer examination of the security forces they
may well say the same; but indeed it is a risk and
particularly with respect to passenger vessels, with
passengers from the United States, Israel or the
United Kingdom.

Q45 Chairman: What about screening, Mr
Graveson; do we need additional screening for both
freight and passengers, particularly freight, of
course?
Mr Graveson: Additional screening I think would
be useful, but again it is a cost and we do not
want to make British industry uncompetitive,

particularly with our exports. Therefore, if the
Government could provide assistance it would be
useful; also from a safety point of view. There is an
awful lot of dangerous goods being put into
containers which is undeclared. Undeclared
dangerous goods is a problem; it is diYcult to get
the magnitude, or a number on it, but it is known
to exist.

Q46 Clive EVord: Mr Graveson, you say you do
not want to make British exports uncompetitive,
but if they are screened to a higher standard does
not that make them competitive, in this security-
conscious world?
Mr Graveson: Indeed, it may well do, and I believe
that there is the possibility, certainly with goods
going to the United States, of it having a speedy
throughput through their ports as a consequence.
Yes, there is a balancing eVect.

Q47 Clive EVord: When you say, “if the
Government could help us out,” there are a lot of
people who say that sort of thing, what do you have
in mind?
Mr Graveson: I think you have got to look for,
again, not interference in the way that a port
operates but giving it support, to be able to provide
investment in technology. If you are going to make
investment in technology and indeed investment in
people, one of the two must go wrong because you
cannot operate one without the other, or indeed
maintain it. It is entirely appropriate to provide
some support, in that respect.

Q48 Mr Leech: How does security compare in
British ports with that of our competitors on the
Continent, and are there any lessons to be learned
from security in ports on the Continent, that we are
not doing currently?
Mr Garner: Certainly, the international regulations
regarding security apply to all countries, and
certainly they have been very well implemented
within the UK. What we observe is, across Europe,
in Holland, for instance, they are very well
implemented, but in perhaps some other European
countries they are perhaps not implemented to the
letter of the law as we would see in the UK.

Q49 Mr Goodwill: The United States of America
have a very extensive number of radiological
detectors, both at ports and at the state boundaries,
aimed at reducing the risk of a “dirty bomb”
coming into that country. Maybe Mr Friis might
have better knowledge of this: do you think we
have suYcient controls in this country to prevent
that type of threat?
Mr Friis: Certainly we have radiation detectors in
the major ports of the UK. I am aware of them
in the major ports in the South East; Felixstowe,
Thamesport and Southampton are where I am
aware that we have them. Whether that extends to
smaller ports, I must admit, I am not sure.
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Q50 Chairman: Can you tell us about the impact
of extending the maritime security regime from
passenger vessels and ro-ro to cover all shipping,
Mr Friis? Has it had an impact?
Mr Friis: It has had an impact mainly on the
implementation. I think we have all realised that
this is the way that it has to go, and it is the only
way that is reasonable to carry on. We have
certainly welcomed the additional security; it gives
us peace of mind on board our vessels.

Q51 Chairman: What is your relationship with
TRANSEC, the Department for Transport
security section?
Mr Friis: We have a very good relationship with
the Department.

Q52 Chairman: Has anybody else got any comment
on TRANSEC?
Mr Graveson: I sit on the Strategic Committee and
there are two sub-committees, one on ports and one
on shipping. I would say, as a Department within
Government, it works extremely eVectively, given
the limited resources available to it.

Q53 Chairman: That is very helpful. Do you think
it is a damaging suggestion that there might be a
threat of terrorist attack at UK ports, or on any of
the vessels entering or leaving them?
Mr Graveson: There is always that danger. If I were
to look to the wet side of the port, as vessels are
entering or leaving, I think you would need to
compare and contrast perhaps the escort provided
and the protection provided to the Queen Mary 2
entering New York with what it has when entering
Southampton. We have simply not got the vessels,
the wherewithal, particularly small patrol vessels,
coastguard cutters, in order to aVord that necessary
protection at vulnerable points.

Q54 Chairman: Has the Marine Agency ever raised
with you the diYculty of not having suYcient
suitable vessels? Has any discussion ever taken
place either between your organisation and
any known commercial organisation or any
government department as to the absence of
suitable protective measures?
Mr Graveson: We had informal discussions at the
time of the implementation of the ISPS Code.
Indeed, it was a matter which was raised at the
time, the protection particularly of large liners
entering and leaving the port of Southampton.

Q55 Chairman: Has the Agency ever given you any
indication that they intend to take action in this
matter?
Mr Graveson: No, they have not.
Mr Garner: Our experience of the maritime threat
is that, working closely with TRANSEC, they take
a risk-based approach. Certainly, when there was
the heightened security for airlines in the summer,
they asked for extra vigilance in relation to
passenger shipping, but they saw the specific threat
being with regard to airlines rather than shipping.
The arrangements that we had in place with extra

vigilance appeared to be appropriate, certainly they
were in line with their recommendations, and
actually we saw, with the diYculties on airlines,
that passenger ferries were used to a greater extent.
Chairman: I now want to move on: Mr Stringer.

Q56 Graham Stringer: Do you think that the
application of the Habitats Directive has made
ports development almost impossible?
Mr Garner: If we think about the planning consents
required, in general terms, I know that the
approvals for Felixstowe and the Bathside Bay port
developments have gone through an awful lot of
consultation, as did the proposed Dibden Bay
development, which unfortunately did not go
ahead. I think that consultation is appropriate and
should be in place, but perhaps if that could be
streamlined, with the interest groups putting
together their detailed responses and concerns, it
could go through the process quicker.

Q57 Graham Stringer: Is it a time issue, or is it the
standards which have to be met with the Habitats
Directive which are the diYculty?
Mr Garner: I think probably there are two things,
because on one occasion the approval was not
given, the Dibden Bay project, so in that case, after
a long consultation, having weighed all the pros
and cons, it must have been decided that it was not
appropriate.

Q58 Graham Stringer: Clearly, the Minister
decided that Dibden Bay would not go ahead.
What I am trying to find out is why you think that
was, and do you think that the Habitats Directive
is too tough a hurdle to get past?
Mr Garner: From a port perspective and from the
environmental perspective, I think people need to
work together so that if we do develop ports to
meet the needs of the UK then the requirements
and concerns in relation to the Habitats Directive
are taken account of.

Q59 Graham Stringer: I am not getting very far, am
I; are those requirements too tough?
Mr Garner: I am not sure I can answer that
directly, because we are not really involved in the
port development.
Graham Stringer: Is there anybody who can? Does
anybody think it was a good decision not to go
ahead with Dibden Bay; does anybody think it was
a bad decision? Does anybody care?

Q60 Chairman: I know it is unfair, but actually you
have to say something. Please, be brave, Mr
Graveson; take your life in your hands?
Mr Graveson: I will do, indeed, and I shall probably
live to regret it for a long while. I think the reality
is that you have got to look, and this was alluded
to earlier, at trading patterns; the trading patterns
of today will not be the trading patterns of
tomorrow. We are seeing development in Eastern
Europe and also particularly the Baltic States, and
to some extent the trade patterns are reverting to
what they were prior to the Second World War.
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There is considerable benefit, I believe, in making
use of northern ports, particularly in going to the
American eastern seaboard, and that would be
from New York down to, say, Jacksonville
and Fort Lauderdale. There are considerable
advantages, time benefits as well, in making use of
northern ports for the Americas. It is quite right,
as has been stated, that the southern ports of
England do oVer, shall we say, the beneficial
reductions in time when port calls are scheduled
with other European countries, particularly if I
look at Belgium, Holland and Germany, certainly
there are some benefits. If I were to say, on balance,
given the potential damage and infrastructure
requirements to that area, probably it was the right
decision to make at the time, looking to the future
I do believe there is a need for a more disparate
arrangement around this United Kingdom to take
care not of the immediacy of the trade today but
of the future trade tomorrow.

Q61 Graham Stringer: So you think it was a good
decision. Is there anything else to be learned from
the Dibden decision and its relationship to wild
birds in the Habitats Directive? That is really what
I am trying to find out. You gave me an analysis
of the change of trade patterns and I accept that,
but the question really I am trying to get at is—I
am not getting very far, I accept that—are the
limitations imposed by the European Habitats
Directive too tough or not tough enough and is
there any comment you wish to make about it? Is
it reasonable to take into account the habitats of
particular bird species which live next to a port; is
that a good reason to stop the port going ahead?
Mr Graveson: We are most blessed in this country
by having such a long coastline, whereas when we
look at countries like Belgium and Holland and
Germany they are extremely restricted in where
they can place their ports. I am sure we can find
somewhere on our coastline where we can place
ports without damaging the environment and
without threatening the species which exist. I am
sure we have room for everything.

Q62 Graham Stringer: Where would that be?
Mr Graveson: That would be following careful
examination and planning, would it not?

Q63 Graham Stringer: I do not know. Do you have
any idea where it would be?
Mr Graveson: I have no specific idea, because it
would need a considerable amount of research to
be undertaken first.

Q64 Chairman: It sounds like we are going to have
a few virtual ports. I think actually we need to
know, are there any other European Directives,
particularly environmental Directives, which are
going to have an impact on port development? Mr
Friis, you must be the only Dane who thinks we
should not go north of Birmingham; tell us, other
than this one, do you have an idea of any
environmental Directive which will hurt us?

Mr Friis: I am no expert, Madam Chairman, on
EU environmental Directives, I must admit, but I
may oVer an opinion on Mr Stringer’s question. I
think it is perfectly reasonable that we take into
account the habitats of the species living where we
want to develop a port. What we would welcome
perhaps is that it was done slightly more speedily
now, particularly in relation to Dibden Bay.

Q65 Chairman: We have done the slow bit, Mr
Friis; we are not going backwards. Is there any
other comment? Do you agree with Mr Graveson
that the lines of trade are changing now, we are
returning to the old Baltic trades, the old amber in
the furnace across the north, or does not that fit in?
Mr Friis: Certainly we believe that the future will
be via Eastern Europe; that will be the future
significant trade lane and the one that will drive
how we should go forward.

Q66 Chairman: Would that not have an impact on
South Eastern ports? It is diYcult to get to the
Baltics without actually passing one or two
northern ports, is it not?
Mr Friis: Indeed, yes, but we believe that the future
of trading will be liner trading and we believe will
be the hub and spoke principle. We do not see in
the future, even if one were to see increased trade
from the Baltics, which no doubt we are, we do not
think that would be direct Baltics to the UK, it
would be Baltics to a greater variety of countries,
which would necessitate transhipment in, for
argument’s sake, Bremerhaven or Rotterdam.

Q67 Chairman: When you do me a note on the
economics of this, you are going to include the cost
of all this transhipment?
Mr Friis: Certainly.

Q68 Mr Goodwill: I think one European Directive
which will have an impact is the Directive on
Marine Fuel, which, on regular services and also
in MARPOL Annex VI(C) areas, will restrict quite
considerably the amount of sulphur that can be in
fuel, and when you are hotelling at port even more
strict regulation will be there on auxiliary motors.
I know that Mr Garner’s company has been
conducting trials with seawater scrubbers as an
alternative abatement. I just wonder how successful
those trials were and whether they could be related
across other types of vessel?
Mr Garner: Yes, certainly that EU Directive,
Sulphur Content in Marine Fuels, is having an
impact on shipping. The trials which we have been
carrying out are an alternative to burning low-
sulphur fuel; they call it technical abatement
technology, and we have used seawater scrubbers.
We have that on one of our vessels at the moment
and it is being very eVective and very eYcient and,
yes, it could be utilised in other ships, passenger
ships or even cargo ships.
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Chairman: We will come on to safety now.

Q69 Clive EVord: Mr Crampton, is it desirable to
have safety issues monitored by a voluntary
organisation?
Mr Crampton: I do not understand the question; to
which organisation do you refer?

Q70 Clive EVord: I understand that membership of
your organisation is not compulsory, so no-one is
compelled to participate?
Mr Crampton: That is correct. Our membership
represents a significant part of the industry, but not
all, I agree.

Q71 Clive EVord: Is that an appropriate way to
deal with issues relating to safety?
Mr Crampton: We believe it is performing well at
the moment and the safety record of the industry
has shown a very significant improving trend of
recent years, and therefore we believe the
mechanisms which currently we have in place are
serving well.

Q72 Clive EVord: How do we know about accidents
at facilities which are not members of PSSL?
Mr Crampton: The reporting of accidents is
governed entirely by the Health and Safety at
Work Act.

Q73 Clive EVord: So we do not need PSSL?
Mr Crampton: No, I would not say that at all, but
certainly the reporting of accidents is governed by
the Health and Safety at Work Act and any
employer, whether it is a member of our
organisation or not, is obliged to comply with that
legislation.

Q74 Clive EVord: Could you explain to us what the
Safer Ports Initiative is and your role in developing
it and what it has achieved?
Mr Crampton: If I could refer back to the initial
Safer Ports Initiative, we started back in 2002, at
the time when the Government was looking for
significant safety improvements across industry in
general, and the Health and Safety Executive
introduced an initiative called Revitalising Health
and Safety. The first Safer Ports Initiative was
introduced in response to that and accepted
accident reduction targets on behalf of the industry.
Those targets were achieved and exceeded a year
shorter than the time span agreed, so based on that
very successful initiative Port Skills and Safety has
now launched a follow-up initiative in order to try
to sustain that declining trend.

Q75 Clive EVord: Has there been an analysis of
ports which have signed up for that initiative and
others which are not covered by it, and what
changes in standards of safety have been achieved
elsewhere?

Mr Crampton: Obviously, we can speak only for
our membership and we do not know the accident
statistics—

Q76 Clive EVord: Surely, as a control, you would
want to measure that to see if your system is being
eVective?
Mr Crampton: We know the accident statistics for
only our own members in detail. Of course, the
Health and Safety Executive monitors accidents
right across all ports.

Q77 Chairman: That must be in the public domain,
Mr Crampton?
Mr Crampton: It is.

Q78 Chairman: As a sort of control, do you not
check what is happening in the public domain
against your own figures?
Mr Crampton: Indeed, we do, and we have
benchmarked the performance of our members
against the general performance across industry in
general and ports in particular and we find that we
conform quite readily, so we do not find that there
is particular deviation from across the industry.

Q79 Clive EVord: Do you agree with the
Government that the Port Marine Safety Code is
proving eVective?
Mr Crampton: The Port Marine Safety Code covers
obviously a very wide area of port management.
Restricting ourselves to the issues of safety, if I
may, yes, we find that the Port Marine Safety Code
concerns the safety of navigation and the safety of
personnel on board vessels afloat and we find it is
perfectly adequate.

Q80 Clive EVord: Do you think it should be
compulsory?
Mr Crampton: Our industry view is that it is not
necessary to be compulsory.

Q81 Clive EVord: Is there a reason for that?
Mr Crampton: As we all know, the UK has a very
wide variety and a very large number of ports,
ranging in scale from small municipal ports right
up to very big ones, like some of those we have
been talking about already. We believe that
diversity needs considerable flexibility and we think
it would be extremely diYcult to find a mandatory
code which could cover that huge diversity.

Q82 Chairman: Why would a safety code be so
restrictive, Mr Crampton? Surely, whether it is a
small port or a big port, the safety of the people
working in it must be paramount?
Mr Crampton: Let us isolate the Port Marine
Safety Code and safety. What Port Skills and
Safety is doing on behalf of the industry is
introducing standards and it is introducing, related
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to those standards, a series of qualifications which
employees in the industry as a whole, no matter
what size—

Q83 Chairman: We understand that, but why
would a compulsory code of safety be restrictive?
Mr Crampton: We would take the view that we had
one already and it is called the Health and Safety
at Work Act and it applies to all industries and we
do not think that the ports industry needs to be
singled out particularly.

Q84 Clive EVord: If it were compulsory across the
whole industry, would you not have a level
playing-field?
Mr Crampton: We do believe that port managers
should use best practice, and what Port Skills and
Safety is doing is producing the standards and
qualifications to allow these people to operate at
best practice. Clearly, as far as we are concerned,
the regulation of health and safety management is
done by the Health and Safety Executive through
the Health and Safety at Work Act.

Q85 Mr Martlew: Just on that, I am perplexed.
Obviously, your organisation is doing a good job,
and it is put above the Health and Safety at Work
Act, you have found it necessary to do something
else, but the question is why should not that be
extended to all the ports?
Mr Crampton: We do not see the need for it to be
mandatory. Although we are a membership
organisation, all of the work that we do is available
to the industry at large, so it is not available
exclusively to our members, it is free to anyone.

Q86 Chairman: It is enforcement, I think, Mr
Crampton, which concerns us, is it not? It is not
whether they have access to your code of conduct.
We just want to know who is actually enforcing it
and if for any reason people are not complying with
it, surely it would be better if that code had a bit
of ballast, it was something that was important, it
was accepted by everybody because it was
compulsory? That is all we want to know.
Mr Crampton: We do not believe it needs to be
compulsory.

Q87 Chairman: You have not explained to us why?
Mr Crampton: We believe that the Inspectorate of
the Health and Safety Executive, which looks at all
industry, is perfectly adequate to do that
enforcement job.

Q88 Mr Martlew: Are you saying that really the
Health and Safety at Work Act does not need to
exist?
Mr Crampton: No. We are saying that we are
producing the standards and the qualifications for
people to use in the industry. It is quite adequate,
we believe, for the Inspectorate to monitor
employers, and we believe it will become self-
evident that the use of those standards and

qualifications will represent best practice. We think
it would be doubling up to have a second
enforcement agency.

Q89 Mr Martlew: Let us move to Mr Graveson.
Are your workers safe?
Mr Graveson: I would say, not the case in a bad
port; they are, in a good port. The HSE have
responsibility essentially for the landward side, the
MCA for the wet side of a port. There is a
memorandum of understanding between the two at
the interface. This code provides that all-important
bridge between the two. For a good port, the
implementation of the code is not a diYculty, it is
practised well at most of our principal ports
throughout the country, and therefore making it
compulsory would have no detrimental eVect. In
this particular case, I would also like to cite the port
of Newhaven and the continual groundings that
have taken place there and the mismanagement at
that port, and all the regulatory authorities could
do, eVectively, was name and shame that port,
no more.

Q90 Chairman: Because it is not a compulsory
code, is what you are saying?
Mr Graveson: Because it was not compulsory or,
alternatively, and/or the Secretary of State could
intervene to close a port should it be necessary. We
saw incident after incident of grounding in that
port, which was investigated thoroughly by the
Marine Accident Investigation Branch, and if the
recommendations of the first incidents had been
taken by the port management subsequent
incidents would not have occurred. There is the
potentiality at present, if an incident occurs in a
port, that very little can be done to prevent that
incident on a second or subsequent occasion, with
considerable loss of life, despite the good oYces of
the MAIB doing a thorough and complete
investigation. The DfT and MCA are powerless.

Q91 Chairman: You are saying that neither of them
have the powers actually to impose conditions on
the port, even though they have made a number of
recommendations on safety?
Mr Graveson: That is correct, and in discussions it
has resulted in little more than a name and shame
exercise for the port. All you can do is name and
shame that port; you can do nothing else at present.

Q92 Clive EVord: Just following on from that, just
so that we are clear, what are you recommending,
or what would you call for in order to address that
problem?
Mr Graveson: There is an option here, and I know
Government looks for the lighter touch. You can
make the code compulsory or you can have it
voluntary with the provision that the Secretary of
State can intervene as necessary should the code
not be followed.
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Q93 Clive EVord: We have PSSL’s Safer Ports
Initiative, we have the Government’s Port Marine
Safety Code; in your opinion, is there a diVerence
between the safety that is secured by either scheme?
Mr Graveson: Yes, there is. The Port Skills and
Safety Ltd, in which my organisation participates
through the National Committee and is very
supportive of, is tending to what is called the dry
side of the port, with the potentiality for the
workers within the port itself. It is extremely
laudable in what it is trying to achieve and indeed
I would commend it. What we have is the bridge
between the dry and wet sides which the code seeks
to bridge. The MCA, the Maritime and Coastguard
Agency, can deal with the wet side, but at the
interface of the two there are potential problems.
That is why the code came into being in the first
place.

Q94 Chairman: Do you want to comment on that,
Mr Crampton?
Mr Crampton: Yes, two things, going back to your
earlier question when Newhaven was cited and the
problem of the voluntary Port Marine Safety Code.
The industry would be content with the second
option mentioned, ie that the Secretary of State
could take powers to enforce compliance where
there was none. We do not believe that we need a
compulsory code, but certainly having powers the
industry would have no diYculty with. Just the
second point I would like to make concerning
safety is that Port Skills and Safety is equally
concerned with employees afloat as on the dry side.

Q95 Chairman: Do you agree with Mr Graveson’s
assessment that what you are doing on the dry side
has been presumably your priority, because of the
statistics that we know about, and that now you are
moving on to the wet side; is that the suggestion?
Mr Crampton: We pay significant attention to the
wet side, and many of the Members may be aware
that we have an organisation called the MSA, the
Maritime Skills Alliance, where we are joined up
with the Sea Fish Industry Authority and the
Merchant Navy Training Board. What we are
doing is seeking commonality in the standards and
qualifications that we develop, so where we have a
port worker who is afloat whom we have trained
and prepared in the same way as a deck oYcer
going to sea.

Q96 Chairman: Before I let you go, gentlemen, I
want to come to you, Mr Friis, about productivity,
because, as an organisation, you operate within a
lot of Continental ports. You said that productivity
in UK ports was lower than in European ports; is
that so?
Mr Friis: That is indeed so, yes.

Q97 Chairman: Why?
Mr Friis: I do not know, is the easy answer to that.

Q98 Chairman: If you do not know, you cannot tell
us how we can reverse it?

Mr Friis: I think a large part of that is down to
industry.

Q99 Chairman: In what sense?
Mr Friis: In the sense that in many European ports,
if you were to look at, for argument’s sake,
Bremerhaven, I think that there is a threat to the
port in Bremerhaven that if it fails to meet
productivity standards then an alternative would be
to discharge your cargo in Rotterdam and then rail
it into the markets which are served by
Bremerhaven. That is indeed not the case here in
the UK because it will need to come oV at a port
in the UK.

Q100 Chairman: You are going to have to explain
that slightly more, Mr Friis, you have lost me?
Mr Friis: Essentially, it is a matter of competition,
that all the cargo which goes into the UK
eventually will have to be discharged at a UK port.

Q101 Chairman: We do not lack ports, Mr Friis,
as you will have noticed; it is one of the things we
have lots of.
Mr Friis: Yes, that is correct.

Q102 Chairman: They are all, I may say, open
to competition, whereas with Bremerhaven,
Amsterdam and Rotterdam, in this sense, of
course, nearly all of them are controlled by the state
or the region?
Mr Friis: No, they are in private ownership,
those ports.

Q103 Chairman: The definition of private
ownership, in the case of your report, may be
diVerent perhaps from mine?
Mr Friis: Pardon me, I should be more specific, the
container terminals within the ports.

Q104 Chairman: I see the diVerentiation, yes; as
long as we know. You still feel that you could not
give us any idea of how we could improve our
productivity?
Mr Friis: I think part of the reason is that what I
feel we are lacking in the UK is deep-water
capacity. I agree completely that there are ample
ports.

Q105 Chairman: You think the market will provide
these deep-water ports?
Mr Friis: Given the opportunity, I believe they
would, yes.

Q106 Chairman: What is stopping them, Mr Friis?
Mr Friis: At the moment, there are a number of
things; the length of time for planning permission
to go through.

Q107 Chairman: It is only planning permission; it
is not a question of investment, it is not a question
of forward planning, it is not a question of deciding
where they want to put their money, it is only
planning permission?
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Mr Friis: I think that planning is one thing. There
are only limited sites which could provide a deep-
water port in the UK.

Q108 Chairman: We do not have the sites, but
otherwise the industry is straining at the leash to
build deep-water ports?
Mr Friis: I think, elements of it, not the entire
industry, I agree.

Q109 Mr Martlew: I think we have strayed away
perhaps from the productivity issue. I may be
wrong, it may be a very delicate issue. Normally,
when you say productivity is not as good in the UK
as somewhere else, you would be comparing like
with like, you would be comparing a similar port,
say, in Germany or Japan. Usually, the
productivity problems are caused by either
restrictive practices by the workforce or a lack of
investment by the company: which is it, or is it
both?
Mr Friis: Certainly in the UK there is a very high
standard of health and safety, and long may that
continue. We do not see that diVering significantly
from the UK onto the Continent. If I may oVer one
specific example, it is that in most Continental
ports there are four six-hour shifts during the day,
whereas in the UK typically it is worked as two
12-hour shifts. That lowers the flexibility for the
shipping lines to arrive. I am talking mainly of
container shipping lines here. That is one example
of where port industry could make a change to the
way things are done today and, we believe, achieve
high productivity.

Supplementary memorandum submitted by P&O Ferries Ltd

Further to my attendance to give oral evidence before the Transport Committee on 1 November 2006,
the Chairman asked for me to submit figures in relation to the trans-shipment of cargo within the South
East and North Sea areas.

Costs

Evidence was given to the Committee that there is a lack of deep water ports capacity for container ships
bringing their goods and cargo to Europe. Whilst it was felt deep water ports could be created for container
ships in an area “North of Leeds”, it was stated that this would take vessels too far away from the main liner
trading routes, involving extra time and costs. As a result, European hubs such as Rotterdam or Zeebrugge
can be utilised instead of UK ports, with the cargo then being trans-shipped from Europe to the UK either
via North Sea routes or Short Sea routes.

The diVerent components of the overall costs of trans-shipment such as Zeebrugge to Hull/Teesport or
Rotterdam to Hull/Teesport versus the Short Sea crossing of Dover Calais are very complex. When
trans-shipping containers from a large container ship in a European port on to another vessel, be it container
or a ro-ro vessel, cargo handling costs are involved. Cargo in containers can then be trans-shipped either by
smaller feeder vessel container ships or on trailers on ro-ro ships.

The relationship between the diVerent components of the overall costs such as labour costs, fuel costs,
road tolls, Short Sea ferry crossings versus North Sea overnight crossings and cost of rail per kilometre
travelling is very complex, and individual elements can move dramatically. As an example, although fuel
costs for road haulage firms have doubled, Eastern European labour rates have reduced the cost of
drivers hours.

Q110 Mr Martlew: Are British ports less well
equipped with modern facilities than Continental
ports?
Mr Friis: No. Obviously, there are a number of
ports on the Continent which are more recent and
have more modern equipment than those in the
UK, but, as a ports industry, if you will, no, we do
not believe that.

Q111 Clive EVord: I did not follow something you
said, Mr Friis, which was that the UK has two
12-hour shifts and the European ports have four
six-hour shifts; that seems to add up to 24, in a
sum. How does it make a diVerence?
Mr Friis: It makes a diVerence in that,
traditionally, or in practice, you will get better
productivity if you arrive your vessel at the same
time as there is a change of shift, which provides
the UK with only two possible arrival slots during
the 24-hour period, whereas you will have four on
the Continent. Traditionally, for a number of
reasons, you will lose a bit of time around the end
of those shifts, a number of hours where perhaps
it is not felt beneficial to start a vessel which arrives
at five o’clock, before the shift starts at seven
o’clock.
Chairman: It does not give a very good picture of
the mechanisation of our ports, that we are
dependent upon the brain and brawn of people
who want to go home five minutes early, but I am
sure that is a misinterpretation. Gentlemen, you
have been very patient. Thank you very much
indeed.
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Timing

The trans-shipment of cargo from a European port to a UK port in the North of England takes a
considerable amount of time. The cargo operations to trans-ship the container in the European port from
the large container ship to the small one via the terminal, the time for the crossing in the North Sea, which
could be 16–24 hours, and the handling at the terminal in the UK port of destination prior to being
despatched by road or rail to the final destination. All in all this could take 36–48 hours.

Alternatively, the use of road haulage vehicles, RHVs, from a smaller Continental port area via a Short
Sea Dover-Calais route could improve that time considerably taking, as an example, 16 hours in total from
Zeebrugge to Birmingham and 14 hours from Zeebrugge to Leeds. With the growth of “just in time”
deliveries, the main priority for customers could be time rather than costs. No doubt a combination of the
two will form the outcome, but I would expect the cost would need to be much lower to overcome any time
penalties.

Frequency

In considering the frequency of trans-shipment, the frequency of sailings on the Short Sea Dover-Calais
route is far superior to that of the North Sea frequency of sailings, either by container ship or ro-ro vessel.
The ferries on Dover-Calais carry out 10 crossings each, five crossings each way per day, whereas a vessel
on the North Sea routes can only achieve one crossing in one direction per day. With the delivery of goods
to market being very important to customers, the Short Sea service would enable goods to reach final
destination quicker.

Flexibility

In considering the costs and time to transport goods to market, the issue of flexibility also needs to be
considered. Road hauliers endeavour to find a return load from the UK to take back to Europe so that the
utilisation of their lorries as an asset is higher. This is easier to achieve in the South East and up to an area
bounding Birmingham than it is from, say, Teesport or Manchester.

Rail Infrastructure

Suitable rail infrastructure to provide a modal shift from shipping to rail is not readily available in all of
the large ports which service the larger container ships. Equally, there is a lack of rail infrastructure which
would take the cargo from the port of arrival to final destination. Cargo could be transported by rail North
to a location such as Manchester, and then would need to be taken from the rail and perhaps delivered to
final destination by lorry in any event. It is recognised that carrying out such a modal transfer requires a
large amount of land in port areas and also that such intermodal swops are very labour intensive and
therefore high cost.

Short Sea Traffic Flows

I attach the October figures for Dover Harbour Board which indicate the level of traYc passing through
Dover, the UK’s busiest ferry port, which should be of interest to the Committee. In particular, I would
draw the attention of the Committee to the 12 month moving total of road haulage vehicles, RHVs, which
has increased from a record of just in excess of 2 million RHVs in 2005 to a projected 2.3 million RHVs by
the end of 2006. This is an approximate growth of 15% within a 12 month period which far outstrips the
3–4% normally quoted as the growth in traYc. In particular, it confirms that the 2014 level of forecasted
RHVs in the Dover Port Master Plan of between 2.2 and 2.5 million units per annum will be reached by the
end of 2006.

From these figures it is clear to us that the road infrastructure and indeed the access to and from major
ports, particularly Dover, needs to be improved. This high volume of freight vehicles, which is equal to cargo
lane metres of 36 million, is required in ship capacity to be able to transport that level of cargo on the Short
Sea route. Passenger cars, caravans etc are additional to this.

North Sea Vessel Capacity

A recent study of North Sea ro-ro vessel capacity indicated that the annual capacity available is
34.5 million lane metres for freight. The experience of ourselves and other operators on the North Sea is that
all of the ro-ro tonnage there is sailing full mid-week Monday to Friday, and the only available space is at
weekends. The conclusion we draw from that is that there is insuYcient capacity on the North Sea to be able
to lift the high growth volumes currently being seen and that it would not be possible for there to be a shift
of freight volumes away from such Short Sea routes to North Sea routes due to an inability of the total vessel
capacity to meet the requirements of freight demand.
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Conclusion

From the above information we conclude that there needs to be greater investment in the South East for
deep water container ports, as well as ro-ro terminal facilities. Road infrastructure and access roads to and
from such ports needs to be urgently improved. Whilst consideration could be given for the Government to
support the proposal to have deep water container ports in the North East of England, such ports would
be unlikely to draw the custom of the liner trade from the large shipping companies due to the time and cost
penalties of diversion from the main liner routes.

Even if such ports were supported by the Government, it would take time for them to be built and they
would also need road and/or rail infrastructure to support them to enable the distribution of cargo from
them to the final destination.

10 November 2006

Port of Dover Ferry TraYc Statistics October 2006

Table 1

FERRY TRAFFIC STATISTICAL SUMMARY

Total
October 2006 2005 %

Passengers 1,043,448 1,125,565 " 7.3
Cars 195,008 215,175 " 9.4
Coaches 7,707 8,558 " 9.9
Road Haulage Vehicles 208,126 196,954 ! 5.7
Vessel Entries:

Ferry 1,894 1,859 ! 1.9
Catamaran 124 276 "55.1

Percentage fluctuation 2006 to 2005 traYc figures.

Total
January—October 2006 2005 %

Passengers 11,957,202 11,530,415 ! 3.7
Cars 2,311,081 2,215,119 ! 4.3
Coaches 91,808 93,621 " 1.9
Road Haulage Vehicles 1,957,875 1,685,312 !16.2
Vessel Entries:

Ferry 18,077 17,178 ! 5.2
Catamaran 1,164 2,848 "59.1

Percentage fluctuation 2006 to 2005 traYc figures.

Table 2

FERRY TRAFFIC STATISTICS—YEAR ON YEAR COMPARISON

Total
October 2006 2005 %

EASTERN DOCKS
Passengers 1,043,448 1,035,520 ! 0.8
Cars 195,008 185,744 ! 5.0
Coaches 7,707 8,253 " 6.6
RHVs 208,126 196,199 ! 6.1

HOVERPORT
Passengers 0 90,045 " 100
Cars 0 29,431 " 100
Coaches 0 305 " 100
RHVs 0 755 " 100

Percentage fluctuation 2006 to 2005 traYc figures.
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Total
January—October 2006 2005 %

EASTERN DOCKS
Passengers 11,957,202 10,639,509 !12.4
Cars 2,311,081 1,924,991 !20.1
Coaches 91,808 91,019 ! 0.9
RHVs 1,957,875 1,677,712 !16.7

HOVERPORT
Passengers 0 890,906 " 100
Cars 0 290,128 " 100
Coaches 0 2,602 " 100
RHVs 0 7,600 " 100

Percentage fluctuation 2006 to 2005 traYc figures.
Note: As of January 2004 Hoverspeed is recording minibuses as coaches rather than cars.
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Graph 2
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Graph 4
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Graph 6
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Graph 8

Month Actual

11           12           1             2             3             4            5             6             7             8             9            10  

12 Month Moving Totals - RHVs

PREVIOUS 12 MONTHS TO DATE

2400000

2300000

2200000

2100000

2000000

1900000

1800000

1700000

1600000

1500000

1400000

1300000

1200000

1100000

1000000

Traffic Summary

The table below sets out a summary of traYc growth and baseline forecasts up to 2034. The actual traYc
may vary considerably from the figures given and this will influence the timing of development.

Trade Sector 1974 2004 % growth 2014 2024 2034
1974–2004

Freight vehicles Million units 0.3 1.9 530% 2.2–2.5 2.6–3.3 2.8–3.9
Tourist vehicles* Million units 0.9 2.7 200% 2.75 2.9 3.1
Passengers Million 5.8 14.3 170% 14.2–14.6 14.7–15.5 15.5–16.4
Cruise Calls — 126 — 140 180–190 200–250
Fresh Produce 000 tonnes — 264 — Rising to 350–400
Aggregates 000 tonnes — 247 — Within the 200–250 range

*Tourist vehicles are cars and coaches.

Supplementary memorandum submitted by the Maersk Company Limited

1. The Maersk Company Limited, acting on behalf of and as sole agents to Maersk Line in UK and
Ireland, submits this Supplementary Memorandum to the Transport Select Committee to assist it with its
inquiry into the UK Ports Industry.

2. During the verbal evidence session with the Transport Select Committee on 1 November 2006, the
Committee asked Maersk to revert on a number of items.

State Direction of Port Investment

3. Maersk firmly believes a market led approach to port placement is the most eYcient and economic way
to proceed within the UK. Our concerns about the alternative approach—state direction of port
investment—are a direct result of our experience internationally. State direction can lead to commercially
inappropriate investments, further capacity bottlenecks and investment driven by decisions that have no
foundation in transport policy, but are instead a matter of regional development policy or other
unrelated matters.



3524742009 Page Type [O] 22-01-07 09:45:17 Pag Table: COENEW PPSysB Unit: 1PAG

Transport Committee: Evidence Ev 39

4. We continue to maintain that this approach is entirely compatible with Government funding for
infrastructure, particularly from the point that it intersects with the national network, thus benefiting the
wider UK economy and improving competitiveness.

5. Current assessment methodology for local infrastructure investment by a port developer is based upon
an assessment of increased cargo flow. The requirement for local infrastructure to be funded by the port
developer as a consequence of increased cargo flow through the new port infrastructure places upon the
developer an inherent “responsibility” for the increased volume of cargo brought to UK. We believe that
to be an undue responsibility.

6. Ports and port users are not the driver for increased world trade and thereby the increased volumes of
cargo into and out of the UK. The drivers for increased world trade are socio-economic factors—in other
words society at large.

7. It must be a Government responsibility, in the service of the greater economic good, to ensure that the
UK has a national transport infrastructure capable of ensuring an overall eYcient distribution of goods and
an ability to safeguard this in the current and future environment of continuously increasing
international trade.

8. The Committee asked if Maersk was aware of any country where the location of ports was determined
through state intervention.

9. One such example is the port of Coega in South Africa, located some 10 miles north of Port Elizabeth.
The South African government, through the state owned transport entity Transnet Ltd, has directly dictated
the location of this port.

10. The Government will provide the port and all related infrastructure, while a private investor must
pay for the cargo handling facility and handling equipment. The selection of a private investor is to be
commenced through a normal tender process.

11. For the port to be able to eVectively service inland locations, it is expected that GBP 450 million needs
to be invested in rail infrastructure.

12. An alternative could have been to allow growth within already existing infrastructure in Durban
which already has in place the necessary rail links for an eYcient service of the hinterland.

13. It was decided by the Government to place the investment in Coega, instead of Durban, to take
advantage of the cheaper land and to regenerate the area which suVers from comparably higher
unemployment. The location was not driven by transport-related concerns and considerations.

14. The port was completed in 2004 but it is only expected that an investor for the terminal handling
facility will be determined in 2008 which is the earliest point construction of the container facilities could
commence.

Cost of Transhipment

15. In assessing the cost of transhipment and feedering as an alternative to direct discharge in the
South-East and on-carriage via rail, the following example has been used:

Standard 40* long, 9*6+ high dry shipping container imported into the UK.

Destinations: Birmingham, Manchester and Leeds respectively.

Import cargo to destinations in and around these three cities comprise some 60% of Maersk Line’s
import volumes.

Two alternative gateways—Felixstowe via direct discharge and Teesport transhipped via
Rotterdam.

Due to commercial considerations we have provided the costs diVerential in ratios.

16. The exact routing used in the example is:

Via deep-sea port in the South East

Discharge from deep-sea vessel in Felixstowe.

Rail to nearest depot to final destination.

Road from depot to final destination.

Via Feeder port in the North/Midlands

Discharge from deep-sea vessel in Rotterdam.

Load to feeder from Rotterdam to feeder port.

Road1 from feeder port to final destination.

1 Due to the lack of 9*6+ gauge clearance north of Doncaster, delivery via road is the only viable solution.
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17. The cost comparison looks as follows:

Table 1

COST COMPARISON DIRECT VS TRANSHIPMENT VIA THE CONTINENT

(2007 ratio) Birmingham Manchester Leeds

Deep-sea port 100 100 100
Feeder port, North 164 137 122
Feeder port, Midlands 150 134 123

18. As can be seen, the cost by supporting the key UK import markets via feeder is significantly higher
than via deep-sea feeder.

Two points must be stressed in this respect:

19. Firstly, as discussed during the verbal session, forcing carriers to sail further north with deep-sea
vessels comes at a cost both in terms of time and cost for deviation and it must be considered likely that
many carriers would continue to serve northern UK ports via a feeder solution, even if deep-water facilities
were available. Maersk still sees the Far-East—European Market as the driving force behind the overseas
trade into Europe and the UK and believe that will continue for the foreseeable future. If one were to accept
that Eastern Europe would complement today’s trade pattern, we do not see the Baltic Sea being used as a
gateway for such trade, but more likely via the hinterland to the established facilities in Rotterdam or
Bremerhaven.

20. Secondly, the data provided above only describes the measurable costs. A feeder from the continent
to the Midlands or the North would likely only have a weekly sailing pattern. This would result in an average
3.5 days’ layover in Rotterdam—time, which means that UK Plc will have to carry additional inventory
both compared to a direct-call solution as today, but perhaps even more crucially, compared to their
competitors on the Continent. These will be able to source their raw material and components more cost
eVectively and export faster and cheaper as their supply chain will be based on direct-call solutions and carry
less inventory.

Ports Industry—The Cost and Productivity Gap

21. Maersk presented the Committee with some analysis showing the lower productivity and higher cost
of UK deep-water ports compared to continental direct competitors. It was asked what we perceived the
background to be and if we felt a change in policy could impact upon this trend.

22. We would like to clarify the response given to the Committee at the time. Maersk sees the present
situation within the UK port industry coming about as the result of complacency in the past and to some
extent a failure to recognise and benefit from improvements made elsewhere.

23. We are making this comparison with other international ports operating in a similar social and
economic climate as UK ports. There is no logical reason why the UK port industry cannot close the gap
or even move ahead of continental competition. As discussed briefly during the verbal evidence session, the
continental ports themselves may be state owned, but the terminals and cargo handling facilities within them
are private investments and still subject to commercial considerations in terms of a profitable return of
investment.

24. We believe that the lack of a gateway alternative to ports, coupled with the fact that the four major
ports in the South-East are owned and operated by a very small number of operators, have made for a
competitive climate that no longer encourages investment in truly cutting-edge work practices and
equipment.

25. Maersk would welcome an increasingly investor-friendly climate within the UK ports industry and
urge the Committee to investigate this matter further as part of its inquiry.

Ports and the Environment

26. Maersk firmly believes that it is an industry responsibility to ensure that the ports are as
environmentally friendly as all possible. Alongside annual reviews of environmental impacts and
vessel-specific targets, Maersk has been certified by the voluntary international standard, ISO 14001 since
2003 and we are committed to the Clean Cargo Working Survey (EPS), which is supported by the European
“Network for Transport and Environment” with standardised emission calculation methods.

27. We are a strong advocate for new research and development towards more energy eYcient vessel and
port operation. Maersk have contributed to the development of a new type of slide fuel injection valve,
which cuts harmful Nitrogen Oxide emissions by 26%. Since then Maersk have initiated the adoption of a
common rail technology, electronically controlled engines and catalytic converters that further reduce NO2
emissions through a method of optimal combustion.
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28. Maersk have exceeded the IMO target of limiting sulphur content of marine heavy fuel to 4.5%.
Instead, Maersk Line vessels, on average, in 2005 achieved a limit of 2.55%. Alongside the focus on reducing
harmful emissions, Maersk have used CFC-free cooling systems in all their refrigerated containers since
1993 to help preserve the Earth’s protective o-zone layer.

29. The new class of vessels (Emma Maersk and her seven sister vessels) have a range of new technology
aimed at lowering fuel consumption, emissions and a more eYcient utilisation of the propulsion energy.

30. We have followed with some interest the debate about “cold ironing” (shore based power for vessels
while alongside, thus restricting the harmful emissions released by burning marine heavy fuel). We would
like to caution against seeing cold-ironing as the entire solution to this issue.

31. We believe that cold ironing alone will be insuYcient to protect the environment. The advanced
technology behind cold-ironing is still at a very early stage of development and we await the progress of
the various pilots taking placed before further considering our position. It is already evident that one major
problem with cold-ironing will be the lack of standardisation—with incompatibility and diVering standards
between ports and vessels lowering the eYciency and increasing the cost for all parties concerned. As a global
shipping company, international standardisation is essential.

32. We believe the way forward on this issue is to develop mobile, self-contained solutions onboard the
vessels. One such example, which has been adopted by the Port of Los Angeles, is for vessels to only burn
low-sulphur diesel (as opposed to heavy bunker fuel) within 20 nautical miles from the port.

33. Maersk welcomes the debate on how to make shipping more environmentally friendly within the UK
and beyond, and looks forward to contributing to this debate as it progresses.

5 December 2006

Memorandum submitted by the Royal Society for the Protection of Birds

Executive Summary

— Trade must be conducted in the most environmentally benign way possible, and this inevitably
means that an increased proportion of goods will have to be transported by sea. Ports and shipping
are key to an integrated transport policy, but the current market-led approach does not deliver
integrated transport and environmental objectives.

— Decisions on new port capacity will need to be taken in the context of, among other things, reduced
scope for new capacity in the Greater South East, climate change considerations, and the need for
regional and local land-use plans to be subject to Habitats Directive tests. These are not only
important in their own right, but also provide a crucial test of whether EU and UK Government
objectives for sustainable development are being met.

— The Government should give a strong lead to ensure provision of new capacity meets the UK’s
social, economic and environmental needs. Improved strategic spatial planning will be key to this.

— Key elements of a revised ports policy should include avoiding impacts on Natura 2000 sites,
tackling climate change, and improving the planning of surface access (to deliver benefits in terms
both of lower emissions and reduced congestion on roads in the Greater South East).

— Adequate surface access is the single greatest cause of delay in the consent and implementation of
recent major container port proposals. Government should plan strategically for modal shift at
both the global and UK levels, bringing goods into the UK closer to their final destination.

— A national spatial strategy (NSS) could provide a robust framework for considering the location
of major infrastructure. A Strategic Ports Appraisal Framework would be an essential component
of this.

— The Government has not, to date, carried out demand forecasting for the ports sector. This is in
stark contrast to its approach to air transport, and the diVerence in approach is diYcult to
understand. We therefore welcome the Department for Transport’s (DfT) commissioning of port
supply and demand modelling work, although we have some concerns about this modelling.

— The DfT’s assumption that additional capacity can be provided in the Greater South East at some
time in the future ignores the fact that recent consents mean that key sites are now unavailable.

Overview

1. Globally, trade should take place in the most environmentally benign way possible. This inevitably
means an increased proportion of goods will have to be transported by ship. In the UK, this will require
action to cope with the consequences of increased trade and shipping. We consider ports and shipping to
be key parts of an integrated transport policy. The challenge is to make the right decisions about which
combination of transport is the best environmentally.
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2. While some aspects of Modern Ports remain relevant, the geographical and political landscape has
changed significantly since its publication in 2000. This fundamentally alters the basis on which decisions
on new port capacity will need to be taken in respect of:

— Reduced scope for new capacity in the Greater South East (GSE).

— The eVects of climate change in environmental and economic terms.

— The requirements for regional and local land-use plans to be subject to the decision-making tests
of the Habitats Directive.

— The spatial implications of the EU Working Time Directive, especially in relation to HGV
movements from ports.

3. While meeting industry requirements, the Government’s market-led approach has not been without its
problems, and has not necessarily addressed the wider public interest. To deliver an integrated, sustainable
transport system, the following market failures must be addressed:

— Damage to public goods, in particular impacts on Natura 2000 sites, and climate change.

— Lack of well-developed short-sea and coastal shipping.

— Failure to plan the provision of appropriate landside transport infrastructure for inland freight
movement, in particular increasing the modal share of rail.

4. Understanding the implications of unconstrained growth in trade is essential to assess the impacts of
such growth on the UK economy and environment. Historically, government has been unwilling to
commission work to inform this, with most being done by the private and voluntary sectors. Thus, the RSPB
welcomes the positive move by the DfT to commission its own port supply and demand modelling work.
However, a number of major issues remain to be addressed.

5. The modelling must more fully factor in the following issues:

— Reliability: the forecasts should be updated every five years.

— Productivity: there is a continued need for a reliable model of port productivity.

— CO2 implications: the impact of increased HGV miles.

— Externalities: the environmental, economic and social costs of increased traYc and CO2 emissions
generated by the GSE model.

6. The DfT’s reliance on the GSE-centric approach needs revisiting. A limited number of GSE locations
meet the requirements of modern ports in a way consistent with Government sustainable development
principles. This has significant implications for the Department’s future approach.

7. With productivity improvements beyond 2010, the current consents and, if acceptable, Associated
British Ports’ (ABP) Southampton Container Terminal (SCT) proposal should meet current projected
demand.

8. Government must give a strong lead to ensure that provision of new capacity meets the UK’s social,
economic and environmental needs. Improved strategic spatial planning can identify suitable locations or
solutions (such as increased productivity) that meet the need for new capacity with the least
environmental damage.

9. Some key environmental issues need to be addressed in a revised ports policy, including avoiding
impacts on Natura 2000 sites, tackling climate change (in particular, reducing CO2 emissions), and
improving the planning of surface access (to deliver benefits both in terms of lower emissions and reduced
congestion on GSE roads).

10. Adequate surface access is the single greatest cause of delay in the consent and implementation of
recent major container port proposals. Government should plan strategically for modal shift at both the
global and UK levels, bringing goods into the UK closer to their final destination.

11. The Habitats Directive can assist here. Following the European Court of Justice ruling against the
Government (Case C-6/04 European Commission vs. United Kingdom), the decision-making tests of the
Directive must now be applied to regional and local land-use plans. Applied positively, this will benefit
industry, the economy and the environment by facilitating speedier yet sustainable decisions at project level.

12. There is a requirement for a coherent national-level approach to the definition of need and
identification of suitable locations, allowing government to address spatial issues at a national level to
provide the framework for regional/local plans.

13. A national spatial strategy (NSS) could be a solution, providing a robust framework for considering
the location of major infrastructure. A Strategic Ports Appraisal Framework would be an essential
component of a NSS. It would be relatively straightforward to identify potential locations or sites for new
port growth against agreed sector-specific criteria. Further discussion will be needed in the context of the
Barker, Eddington and Energy reviews.
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Is the Department’s demand forecasting realistic?

14. Understanding the implications of unconstrained growth in trade is essential in assessing the impacts
of such growth on the UK economy and environment. It enables analysis of the implications of diVerent
UK growth scenarios to ensure subsequent decisions are taken in full knowledge of their environmental and
social costs.

15. To date, the Government has not taken this approach in the ports sector. This contrasts starkly with
its approach to air transport, where detailed models of passenger and freight growth have been developed,
facilitating the modelling of airport supply against predicted unconstrained capacity demand. This
diVerence in approach between the two sectors is hard to understand, given their strategic importance to the
economy, and capacity for environmental harm.

16. We therefore welcome and support the move by the DfT to commission its own port supply and
demand modelling work from MDS Transmodal (in line with an earlier recommendation by your
predecessor Committee, in its 9th report of the 2002–03 session). This is a prerequisite to developing a robust
spatial approach to securing increases in port capacity. However, we have a number of observations to make
with respect to this modelling work.

17. Reliability: we agree with the caution placed on forecast reliability towards the end of the 25-year
planning period. This suggests a need for regular updates to reflect changes in market dynamics—we
propose this should be on a five-yearly basis.

18. Productivity: there is a continuing need for reliable models of port productivity, to measure the
eYciency of existing infrastructure and to determine and incentivise the potential for future growth without
the need for damaging new developments. Lack of such models undermines existing port supply and
demand forecasting. We are concerned that productivity improvements are only projected to the 2010
horizon, despite recent evidence of the potential for significant improvements within the existing port estate,
eg SCT vehicle booking system and the recent announcement by ABP of a proposed 85% increase in SCT
capacity to 3.7 million twenty-foot equivalent units (TEU).

19. Utilisation: there is lack of consistency between the model’s assumptions (90% utilisation) and the
DfT’s approach at Bathside (85% utilisation). We would be concerned if even lower utilisation standards
were adopted, as this would risk both over-supply (and associated market uncertainties) and unnecessary
environmental damage.

20. CO2 implications: the modelling fails to address the implications of the growth in HGV movements
on CO2 emissions. MDS have predicted that, between 2004 and 2030, HGV movements will increase from
500 million kilometres per annum to 1,200 million kilometres per annum because of the recent consents for
major port developments. This will have significant impacts on the UK’s CO2 emissions and ability to meet
Government climate change targets.

21. Externalities: we question the reliance on the economic value of direct calls to UK ports, argued as
a justification for the GSE-centric model and the related dependence on long-haul road freight. Factoring
in the externalities of the environmental, social and economic costs associated with the increased road traYc
and CO2 emissions generated by a GSE model could challenge the validity of this approach in the wider
context of meeting UK sustainable development objectives. It certainly needs to be critically re-evaluated.
For example, B&Q’s transhipment model, centred on the Humber estuary and north-west European ports,
delivers significant financial benefits to them, but it also has indirect benefits in terms of reduced road miles
and emissions.

22. While supportive of the detailed modelling work undertaken, we consider there is a need to factor in
more fully the externalities outlined above. This requires a spatial planning approach to the sector (see
below). Notwithstanding these comments, we note, and have no reason to disagree with, the broad finding
that the modelling predicts three major growth areas: Lo-Lo, Ro-Ro and liquid fuel.
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Will the UK have the capacity to meet this projected demand?
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Figure 1

Predicted Lo-Lo supply and demand balance to 2030 with major approvals—Felixstowe South, Bathside
and London Gateway (based on Tables C2 and C7 of the Ports Policy Review and likely construction
timings of the major approvals (builds in delays on Bathside due to need for highway consents)).

23. For the lo-lo sector, MDS and DfT suggest a continued need for additional capacity in the GSE to
meet the demands of deep-sea shipping. Recent decisions on major deep-sea container port proposals should
mean significant new GSE capacity over the next 10–15 years. Analysis of the MDS forecasts (Figure 1,
above) suggests that, based on 85% utilisation, the earliest that new deep-sea container capacity will be
required is around 2025. If it is assumed that ABP’s SCT proposal will be consented, this goes back to
around 2027–28. With productivity improvements beyond 2010, a combination of current consents and the
SCT proposal should meet current projected demand.

24. However, we question the DfT’s assumption that additional capacity in the GSE can be provided at
some unspecified time in the future. This ignores the fact that the recent consents for major container ports
means key sites in the GSE are now unavailable. The DfT’s approach fails to address key questions that
challenge this GSE-centric view:

— Are there locations for new deep-sea container ports in the GSE that possess the necessary
characteristics for such ports (or have the potential to do so)?

— Can existing road/rail links support freight movements from such locations?

— Can such locations develop without causing environmental harm in terms of biodiversity
(especially Natura 2000 sites) and pollution (especially CO2 emissions)?

— Can less damaging alternatives to development in the GSE meet national need?

25. As there are no obvious sites in the GSE that might meet these requirements in a way consistent with
the Government’s sustainable development principles, this has significant implications for the Department’s
future policy approach. We address these issues in response to the question, “How can ports reduce their
environmental impact?”

26. A similar approach could be applied to the ro-ro or liquid fuel sectors.

Is surface access to ports adequate?

27. The single greatest cause of delay in consenting and implementing recent major container port
proposals has been the provision of adequate landside transport infrastructure. London Gateway Port still
awaits final consent, and construction of Bathside Bay Container Terminal is contingent on approval for
major highway improvements, which is likely to take at least four to five years.

28. Government should be encouraging modal shift, in line with the Committee’s recommendation in
2003. Globally, this will mean encouraging movement of freight from air to shipping, while at UK level, it
will require development of provision for rail over road for the long-haul leg of onward transport from ports,
in order to reduce CO2 emissions.
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29. This strongly suggests a need to rethink the approach to planning surface access to major ports,
bringing goods into the UK closer to their final destination and reducing reliance on the GSE road network
to transport them north and west of the Midlands. A combination of a market-led policy and dependence
on “up front” developer contributions appear to militate against long-term planning, in particular
increasing the contribution of rail freight. A robust strategic framework would enable rigorous evaluation
of options against a range of agreed criteria that meet industry and environmental needs, eg deep water
access, surface access, minimising CO2 emissions, avoiding damage to Natura 2000 sites. This could best be
addressed through a strategic ports appraisal framework adapted to use at national, regional and local
levels.

30. There is a need for greater use of trans-shipment and short-sea shipping from major to smaller ports,
and this means maintaining space for such use when major ports are developed. Such space has sometimes
been squeezed by the need to develop berths to accommodate more deepwater ships at major ports.

How can ports reduce their environmental impact?

31. Addressing the environmental impacts of ports will require a strong national lead from government
to ensure provision of new capacity meets the UK’s social, economic and environmental needs. Improved
strategic spatial planning is needed to identify suitable locations or solutions (such as increased productivity)
that can meet the national need for new capacity in the least environmentally damaging way. This is a
prerequisite to eVective implementation of integrated transport policies, and for achieving the related
environmental objectives of protection of Natura 2000 sites and reduction in CO2 emissions. The current
market-led and project-led approach is incapable of realising these objectives on its own.

32. The Habitats Directive can assist the Government here. Legal agreements in all recent major port
consents demonstrate significant progress in implementing the Directive at project level: however, more can
be done at a strategic level. Following the European Court of Justice ruling against the UK Government
(Case C-6/04 European Commission vs United Kingdom), the decision-making tests of the Directive must now
be applied to land-use plans. This will require regional and local plans to address alternative solutions,
imperative reasons of overriding public interest and compensatory measures, which, applied positively, will
help improve economic eYciency and assist environmental protection. Ultimately, this will benefit industry,
the economy and the environment by facilitating speedier yet sustainable decisions at project level.

33. This reinforces the need for a coherent national level approach to the definition of need and
identification of suitable locations. Government should address the spatial issues of need at a national level
to provide the framework for regional and local plans and avoid the problems faced by recent inquiry
inspectors tackling issues outside their control, eg alternatives and determining the relative public interest
of competing projects.

34. Spatial planning delivers society’s objectives for the use of land through a system that is participative,
transparent and democratically accountable, using a variety of appraisal tools to assess the impacts of
policies and proposals. This oVers the best means of integrating the needs of various elements of regional
and local planning to identify and reduce the environmental impacts of ports and provide greater long-term
certainty, including:

— Planning investment to increase the modal share of rail and reduce CO2 emissions.

— Making best use of existing capacity before considering the need for new capacity.

— Ensuring a full understanding of the environmental costs and benefits of options for port
development and the provision of new capacity.

— Ensuring decisions on the best means to provide new port capacity are addressed at a strategic level
in compliance with the requirements of the Habitats Directive.

— Thereby providing greater certainty to the ports sector over what projects will go ahead and that
they have the necessary infrastructure in place.

35. A NSS is a possible solution. It would provide a robust framework for considering the location of
major infrastructure on which economic development depends and complement spatial strategies prepared
or proposed for Northern Ireland, Scotland and Wales. A NSS for England would necessarily be high-level,
but would need a spatial element, and to be subject to a robust sustainability appraisal (and strategic
appropriate assessment if necessary). This approach has parallels with both the approach taken in the
Future of Air Transport White Paper (FATWP), and the move in the nuclear sector to a national statement
of need and strategic site assessment to remove arguments over location at inquiry. There would need to
be three key stages: definition of the national need to be met; identification of suitable sites/locations; and
assessment of these locations, and their potential to meet the need (eg eYciency savings or new growth).

36. A Strategic Ports Appraisal Framework would be an essential part of a NSS. It would be relatively
straightforward to identify potential locations or sites for new port growth against agreed sector-specific
criteria. These could include: proximity to shipping routes, continental ports and European markets; the
presence of a navigational channel of appropriate depth; and whether existing road and rail networks could
support freight movements from such locations.
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37. It would then be necessary to assess the potential of those locations or sites to meet national need and
the social, economic and environmental consequences of doing so. This would require assessment against
agreed criteria, similar to those in FATWP, including impacts on road and rail networks, on people and the
environment (including climate change), and on regional planning.

38. A NSS and accompanying strategic site assessment could provide the framework for locating major
port infrastructure within which subsequent regional, sub-regional and local plans can be prepared. Without
this, those planning bodies will find it almost impossible to take rational decisions consistent with the
requirements of the Habitats Directive, or on the impacts of particular locations on CO2 emissions. A NSS
would enable strategic decisions on national and regional level investment in surface access, potentially
bringing about appropriate apportionment of costs between the public and private sectors.

39. The degree of location-specificity needs further discussion, in the context of the implications for the
planning system of the findings of the Barker, Eddington and Energy reviews. We can see merit in being site-
or location-specific, as part of a rigorously tested planning hierarchy in which government, planning bodies,
the industry and the public tackle relevant issues at the appropriate planning level.

Should there be a duty on all UK ports to be carbon-neutral?

40. We welcome the Committee’s consideration of the idea of carbon neutrality for ports, which would
certainly go a long way in raising awareness within the industry of the impacts port activities have on climate
change. The success of any scheme to become carbon neutral depends on how it is developed. Voluntary
emissions reductions, in particular, must be verified in order to ensure that savings are genuine, and it is
encouraging, in this context, that Defra is considering developing an accreditation scheme for emissions
oVset.

The role of environmental legislation in sustainable development

41. Environmental legislation is often projected by the wider ports and shipping industry as a major
constraint on their development. It is clear that, in the UK at least, this is not the case. Major capacity
increases have been planned and consented within protected areas, with appropriate consideration and
provision to oVset their environmental impacts. The Habitats Directive has been an important tool in
obtaining sustainable solutions in accordance with EU and UK objectives for sustainable development.

17 October 2006

Memorandum submitted by the South East England Development Agency

DfT—PORTS POLICY REVIEW

Executive Summary

SEEDA considers ports a national asset and crucial elements to sustain the economy of the UK. In
addition, the Ports Policy Review provides clear evidence that ports in the Greater South East function as
the major global gateways for the UK.

The high growth rates predicted for unitised freight (containers and ro-ro) and the cruise sector over the
next 25 years will strongly aVect the South East England region, namely our major ports Southampton and
Dover. The findings of the Transhipment Study further substantiate the preference of global shipping
companies for ports in the Greater South East.

In addition to the MDS demand growth, two other substantial issues in the South East have to be
considered carefully: South East England is expected to have one of the highest population growth rates in
the UK (!14.1% by 2026), but in parallel the existing transport infrastructure for both road and rail is
currently operated at or close to its capacity limit. This may threaten the growth aspirations of the South
East and the UK as a whole and as already pointed out in the PPR may frustrate increased capacity demands
of our port and freight/logistics industry.

SEEDA has been involved in the national RDA response, which encompasses SEEDA’s principal views
on ports and in the Regional Transport Board for South East England’s response, which is consistent with
the new Regional Economic Strategy (2006–16).

SEEDA’s regional response focuses on four issues which have fundamental economic implications and
relate directly to the delivery of the Regional Economic Strategy.
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Emerging capacity constraints in the Greater South East

R1 SEEDA does not agree with the notion that due to increased congestion and lack of investment in
road and rail infrastructure, the UK should focus more on the transhipment market to the benefit
of other regional UK ports and Rotterdam. As transhipment doubles or triples the handling costs
of goods, the industry’s preference lies clearly in direct access to markets, hence continuing to favour
the GSE area as the UK’s major origin and destination points.

R2 There is a need to start planning for further, sustainable ports capacity in the South East within the
next decade by encouraging our major ports to focus initially on further operational eYciency and
rationalisation of port land, prior to considering expansion through a thorough master planning
process. However, further land rationalisation and operational eYciency cannot be separated from
medium to long term expansion considerations.

R3 We must face up to the facts that ports are our trade gateways and that we must invest in better
access to the main ports in the Greater South East by road and by rail. Investment in motorway
capacity enhancements, rail gauge clearance and rail freight corridors is an absolute priority of
national economic significance.

Port Master Planning

R4 Whilst SEEDA fully supports the notion that ports need to engage with their local and regional
stakeholders in planning the future of their operation much more sustainably, the process adopted
must be flexible, swift and eVective.

R5 All ports that have international links and national, regional or specific function servicing a
regionally important economic purpose should be required to develop an operational masterplan.

Port Connections

R6 The Ports Policy Review must acknowledge the substantial economic role of ports, especially in the
Greater South East, substantiating the success of the UK economy. This strategic and national
acknowledgement should in turn be followed by the allocation of specific public sector funds to bring
forward hinterland infrastructure with appropriate contributions from third parties, negotiated on
an individual basis. SEEDA is currently engaging with Dover Harbour Board to develop a
comprehensive access package, which will require decisions by Government in favour of road and
rail capacity increases.

R7 Whilst Ports Policy Review should not identify a hierarchy of ports in the UK, it must be made clear
that investment priorities must be set in a climate of finite resources for infrastructure and focused
on strategic port access corridors primarily serving the UK’s 16 major ports as outlined in the
Arup report.

Fair Competition and Response to Market Failure

R8 There appears to be a gap for action, which could be addressed through RDA assistance. SEEDA
would support the notion that Government needs to be more pro-active in removing obstacles to
the change of use of existing, failing ports, perhaps using its economic agencies to address these
issues jointly with local authorities/trusts.

R9 Within the context of the South Coast framework, Port Masterplans would need to tackle the
problems of failing ports along our coast and the consolidation of a balance between port operation
and regeneration.

R10 SEEDA supports a more pro-active approach in order to raise the awareness of the economic value
of ports in regions and is currently using ERDF funds to substantiate the evidence base.

SEEDA considers that the main challenge for the future is to research the implications of the demand
forecasts for the diVerent port sectors and particularly their implication on transport infrastructure and the
environment in the GSE. The transport network has to respond to these forecasts and to regional growth
aspirations and SEEDA, jointly with the other RDAs in the GSE, is keen to meet this challenge.

1. Background

1.1 Joint RDA Ports Policy Review Response

All nine RDAs have agreed to develop a joint approach to the Ports Policy Review (PPR) very much on
the line taken for aviation. The joint RDA approach, led by Advantage West Midlands as lead RDA on
transport focuses on:

— High level statement of support for a co-ordinated and coherent policy for the ports industry.
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— Striking the balance between non-intervention for commercially viable port operations and
market failures.

— As for Aviation, fully substantiating the case for adequate surface access and hinterland
connectivity for all ports, particularly planning for future capacity enhancements.

— Recognising, quantifying and planning for ports as substantial economic drivers in our region and
providers of direct and indirect employment.

This constitutes a joint, high level RDA response, providing a co-ordinated view on ports for the whole
of England. All RDA’s have agreed that individual positions and concerns relevant to regions, will be
submitted to DfT through individual RDA responses.

1.2 SEEDA’s Policy towards Ports

SEEDA’s policy towards ports under the current Regional Economic Strategy (RES 2002–12) is generic
in that it supports ports as major employment generators but also as major facilitators to enable our
businesses to compete on the global market. Some individual projects were identified for general SEEDA
support on a highly selective basis.

SEEDA’s policies towards ports are further substantiated through the new RES (2006–16) process, where
airports and ports have been clearly identified as being of highest priority to ensure the region’s growth
agenda and GDP targets can be achieved. In line with the emerging new European Territorial agenda, the
South East Region needs to focus on knowledge based economic growth in order to be competitive within
Europe and globally.

Hence access to global markets has been placed as one of three global objectives in the new RES. This
recognises that major ports must be able to operate commercially viably, expand where substantiated by
market development and above all, must have high quality, global standard access to UK markets and
suppliers by road, rail and where existing by water in order to:

— Provide an eYcient throughput of goods and people.

— By focussing on rail access, establishing a shift towards environmental benefits.

1.3 The Overall Economic Role of Ports

With 95% of trade by weight entering and leaving the country by sea, it is self evident that ports are critical
links in the logistics chain and their eYciency play a critical role in the UK’s economic performance.

In fact, the “The Territorial State and Perspective of the European Union” drafted in July 2006 by the
European Ministers in charge of planning recognises that “goods trade on the global market are mainly
transported by sea (…). Thus connectivity to commercial sea ports is a key issue for Europe’s
competitiveness”.

However, ports employ far fewer people today than they did 30 years ago. Currently it is estimated that
some 54,000 employees are in direct port employment, with a further 19,700 in port related jobs in the UK.2

The fishing industry retains importance in some regional ports, though it very seldom encounters critical
harbour capacity problems. The UK catching sector lands over £540 million in catches each year, resulting
in £800–1,200 million of economic activity in the UK. The industry directly and indirectly supports over
26,000 jobs.

In total, all UK ports activities, direct and indirect sustain between 150,000 and 200,000 jobs.

The SEEDA led, ERDF funded IMPACTE project, involving a number of South East and South West
port industry related private and public sector partners, as well as four RDAs (AWM, EEDA, SEEDA,
SWERDA) will quantify the direct and induced employment and overall economic role of ports in their
respective regions.

2. SEEDA’s Consultation Response

Over the past four months, SEEDA has worked closely with AWM and the consultants Arup to ensure
that the joint national RDA response encompasses SEEDA’s principal views on ports.

The Regional Transport Board for South East England (of which SEEDA is a member) has published
its response to the Ports Policy Review. That response is fully consistent with the new Regional Economic
Strategy.

As a considerable number of issues raised in the PPR are of technical nature and aimed specifically at the
ports industry, SEEDA focuses its regional response on issues which have fundamental economic
implications and relate directly to the delivery of the Regional Economic Strategy. These are:

1. Capacity constraints in the Greater South East (R1–3).

2 English RDAs: National RDA Ports Study, 2006. DfT: Port Employment and Accident Rates, 2005.
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2. Port Master Planning (R4–R5).

3. Port Connections (R6–R7).

4. Securing Fair Competition and Response to Market Failure (R8–R10).

3. Issue 1: Capacity Constraints In The Greater South East3

3.1 Policy

The Ports Policy Review to 2030 is based upon three fundamental trends:

— Economic growth in an increasingly globalised economy will increase the volume of freight passing
through UK ports.

— Structural changes in the UK economy and the growing importance of trade with Europe and Asia
will lead to increasing demand, in particular for roll-on-roll-oV and container services.

— How freight moves between ports and inland markets will increasingly impact on local and
national road and rail networks.

3.2 Demand Forecasts by 2030

These trends are supported by the MDS Demand Forecasts to 2030, commissioned by DfT to inform the
Ports Policy debate and other forecasts published in the document Focus on Ports (DfT 2006). The results
of these studies highlight the key role the Greater South East and in particular South East England play in
the UK port industry.

Freight
— A moderate growth rate in the bulk sectors ! 8% to 2030 (in tonnes)
— Triple figure growth rates in the unitised freight sectors

ro-ro traYc (lorries) !112% to 2030 (in HGV)
lo-lo traYc (containers) !178% to 2030 (in TEU)

This forecasted development puts high pressure on the GSE, where the major container and ro-ro ports
are located. Using 2004 data, ports in the GSE account for nearly three quarters of the container market
(74%) and more than half of the lo-lo market (51%). Within this, South East England is home of the UK’s
busiest ro-ro port Dover (30% market share) and the second busiest container port Southampton (18%
market share).

Passengers

While the decline of the ferry market since the mid 1990s is expected to continue, the cruise market has
experienced steep growth in recent years. This will impact on South East England, which plays an important
role in both sectors: Dover and Portsmouth account for 69% of the UK passenger ferry market and two of
the three main cruise ports are located in South East England: Southampton (62% market share) and Dover
(20% market share).

Implications for the GSE—Broader picture

In addition to this projected demand growth for ports, two other strategic developments in the GSE have
to be considered carefully:

— Forecast population growth in the GSE

The GSE is expected to have the highest population growth in the UK (East of England 16.8%,
London 15.4% and South East England 14.1%) in the next 20 years, well above the national
average of 9%. This corresponds to an additional 2.5 million inhabitants in the GSE (East of
England 728,000; London 925,000; South East England 908,000) by 2026.4

— Infrastructure Capacity

The existing transport infrastructure for both road and rail is currently operated at or close to its
capacity limit. Congestion and unreliability of the transport network are regarded by businesses
in the South East as key problems and may threaten the growth aspirations of the UK as a whole,
but particularly to South East England.

The impact of sectoral projections on the regional economy will be assessed in the next chapter in more
detail.

3 The Greater South East (GSE) comprises London, South East England and East of England.
4 ONS 2004, www.statistics.gov.uk/statbase/Product.asp?vlnk%997

DCLG 2006, http://www.communities.gov.uk/pub/242/TableE2003basedHouseholdProjections–id1164242.xls
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3.3 Sectoral Projections to 2030

Non-Unitised Sector (Bulk, Aggregates, Liquids, Waste, Vehicles etc)

In most of the non-unitised sectors the flat projections indicate little change in the regional shares of this
trade. However, given the Government’s energy commitments to increase security and diversity of supply
and reduce carbon emissions there is set to be a rapid growth in the LNG (Liquefied Natural Gas) sector
which is likely to be concentrated in ports in the South of England and in Wales.

As UK North Sea crude oil production falls very significantly by 2020 there will be a growth in demand
for transhipment points for oil imports. DfT anticipates that some Scottish ports could act as transhipment
points for the holding of crude oil prior to the shipment of the imported crude to main estuarial UK
refineries.

Southampton is a growing force in the import bulk cargoes sector. The Port has a 10 ha multi-user bulk
terminal. It also has very close proximity and relationship with the Esso Fawley Refinery on Southampton
Water which is the largest in the UK and one of the most complex in Europe. In addition, Southampton is
the busiest vehicle port in the UK with a market share of 19% of all traYc. It has experienced major growth
in vehicle traYc handling over 750,000 vehicles per year, of which 64% are exported (eg the Mini). Major
Ro-Ro lines from Southampton serve Australia the Far east, the Middle East (recent partnership with
Dubai), Africa, USA and South America as well as the Mediterranean and Mainland Europe.

Lo-Lo TraYc

65% of UK container traYc goes through the GSE area. (and Southampton is the 2nd largest container
terminal in the UK) Terminal capacity is already set to increase in Bathside Bay and Shellhaven, however
the forecast up to 2030 expects that further capacity is needed beyond 2020 As container traYc can switch
between ports more easily than other traYc sectors, important regional policy issues need to be considered.
It is also anticipated that whilst transhipment in the UK is not an attractive option for global hauliers,
continued capacity constraints at ports and particularly with their hinterland connections could cause a shift
in major shipping routes, where global hauliers will approach the most convenient European port. The
detrimental implications for the UK are that with increased capacity and greatly improved access, a number
of Continental ports may be capably of accommodating the UK’s additional growth.

Whilst this has negative implications on major ports in the GSE area, the eVect is a more regional spread
of shipping distribution, using coastal waterways. However, an additional 7,000 metres of transhipment
quayside would be required for this and inevitably there would be more traYc using roads. As transhipment
doubles or triples the handling costs of goods, the industry’s preference lies clearly in direct access to
markets, hence continuing to favour the GSE area as the UK’s major origin and destination points. Deep
sea shipping lines in the Far East trades are particularly reluctant to make direct calls outside the GSE as
this adds substantial to voyage time and hence costs for traYc bound elsewhere in Northern Europe.

DfT implies that “in the meantime there may be scope for growth in container feeder traYc via continental
ports through the northern English ports in view of capacity constrained road and rail networks in southern
England”. This could be interpreted as setting the precedent for higher handling costs for UK businesses. A
national PPR must first and foremost consider what operational scenarios are most cost eVective for UK plc.

Southampton is the largest international deep-sea port in the SE and a major conduit for global trade. It
is in a key strategic position on the South Coast, close to the main international shipping lanes and less than
100 nautical miles from mainland Europe. If barriers to growth for Southampton are not removed, shipping
companies will not go to northern UK ports as this means two to four days diversion from the main shipping
channels, they will instead go to mainland Europe and tranship from there.

Ro-Ro TraYc

Demand for RoRo is expected to grow almost as strongly as containerised traYc. The impact in absolute
terms, ie. a doubling of RoRo traYc over the plan period up to 2030, continues to be strongly concentrated
in the south of England, the main concentration being through Dover, with an increasing share of the market
in Portsmouth. The most obvious implications for road congestion, pollution in the hinterlands and the
traYc management in the port areas need to be carefully considered.

Passenger Ferries

The ferry market has declined steeply since 1994 primarily due to the steep increase in low cost airlines
and the demise of duty free shopping on most routes. In the South East, this was further aggravated by the
opening of the Channel Tunnel. The Government Aviation White paper sees a continued growth and further
diversification in the low cost airline market and as no reversal in duty-free policies is expected, this trend
for ferry services will continue. However, evidence from Dover Harbour Board shows that in recent years,
the ferry market in this location has stabilised and may even transfer some moderate capacity back from
low cost airlines due to changing use patterns.
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Passenger Cruise Market

Patronage for direct cruises, as well as fly-cruise holidays has climbed steeply. Current marketing
initiatives are seeking to broaden the appeal of sea-cruising to younger adults and families. Current major
cruise facilities are in Harwich (12% market share in 2004) and Dover (20% market share in 2004), but
Southampton is the capital of the UK’s cruise industry with a market share of over 62% in 2004.

Whilst there is demand elsewhere for turnaround facilities, DfT feels that any new, additional facilities
can be accommodated within current port facilities. However, this overall view should not preclude
investment in new Cruise Terminals in locations other than the above, if the market identifies this
opportunity and the Port is able to respond, such as in the case of Portsmouth.

3.4 Summary

The trend based analysis suggests that the GSE will continue to partake more in absolute terms than any
other area in the UK from the increase in port traYc. However, these forecasts may be dampened down by
the increased road and rail congestion in the GSE.

The port industry sustains between 150,000 and 200,000 jobs in the UK. All forecasts indicate a continued
strong growth in containerised and ro-ro traYc for ports in the Greater South East. Whilst additional
capacity is provided for through the recent planning decisions for Bathside Bay and Shellhaven, further
capacity needs are likely in the GSE area beyond 2015–20. Increasing road congestion and continued
capacity limitations on the rail network for port freight are likely to “hamper” the growth needs of the
industry, potentially leading to increased transhipment from European ports to other, UK regional ports.
No substantial growth in the ferry market is anticipated and the future growth in the cruise market can be
accommodated at existing facilities, partly because this sector is highly selective, fluctuates substantially and
relies on deep sea berthing.

3.5 Responses R1–R3

R1 SEEDA does not agree with the notion that due to increased congestion and lack of investment in
road and rail infrastructure, the UK should focus more on the transhipment market to the benefit of other
regional UK ports and Rotterdam. Whilst this may “avoid short term investment” in road and rail
infrastructure in the South East, an additional 7,000 metres of quayside have to be constructed elsewhere
under the same stringent environmental conditions and road and rail congestion will only be dispersed to
regions. Congestion will in fact increase along the main arteries accessing the Channel Tunnel for goods
oZoaded at Rotterdam, Zeebrugge, Dunkirk and Calais and moved by road to markets in the GSE.

In contrast to Transhipment, opportunities for Short Sea Shipping, responding to EU funding programs,
should be explored for specific commodities and routes between UK and Continental markets, especially if
they are not destined for markets in GSE. In this light, Southampton should be considered as a major
“receptor” port with the opportunity to develop feeder shipping using short sea shipping routes. As moving
freight by road will increase in cost in the UK, a managed short sea shipping program may become
commercially viable in the medium to long term.

R2 Whilst there seems to be a general notion that future port capacity in the GSE seems to have been
satisfied with the decisions on Bathside Bay and Shellhaven, it is not clear whether these developments will
actually come to the fore, due to stringent access conditions. This combined with the expectation of needing
further capacity post 2015 leads SEEDA to conclude that we need to start planning for further, sustainable
ports capacity in the SE within the next decade by encouraging our major ports to focus initially on further
operational eYciency and rationalisation of port land, prior to considering expansion through a thorough
master planning process.

Port infrastructure needs to be planned over a longer period of time (ports develop investment programs
for a 30 year time period). SEEDA therefore supports the notion that further land rationalisation and
operational eYciency cannot be separated from medium to long term expansion considerations. In order to
meet the region’s GDP growth aspirations, individual contributors and facilitators such as ports need to
calculated the implications of that growth upon their operation. For instance, the Ports of Southampton
plans to expand from a capacity of 1.95 million twenty foot equivalent unites [TEU] to 3.5 million TEU,
and potentially then on to five million TEU). This may require us to commence the planning process for the
expansion of its land base within the new RES period.

Port capacity is linked to infrastructure. The provision of marine side infrastructure and port facilities is
the responsibility of ports as demanded by the market—requiring no financial assistance from the public
sector. However, in order to provide the Port’s land and marine infrastructure needs, fully supportive
policies are required in strategies, plans and frameworks.

R3 Freight movement between the UK and European and global markets is expected to increase
substantially as a result of greater wealth and greater economic and population concentration in GSE.
Evidence in the Port of Calais shows, that over the past six months, RoRo freight to the UK has increased
by 20%. In addition, approx 40% of lorries return from the UK empty. We must face up to the facts that



3524742012 Page Type [E] 22-01-07 09:45:17 Pag Table: COENEW PPSysB Unit: 1PAG

Ev 52 Transport Committee: Evidence

particularly our ports are our trade gateways and that we must invest in better access to the main ports in
the GSE area, by road and by rail. Investment in motorway capacity enhancements, rail gauge clearance
and rail freight corridors is an absolute priority of national economic significance.

4. Issue Two: Port Master Planning

4.1 Policy

Airports Policy as laid out in “The Future of Air Transport White Paper” favours the development of
masterplans which inform those involved in preparing and implementing regional and local plans as to the
strategy of the airport up to a medium term horizon of around 10 years. DfT suggests that this be applied
to ports in a similar way.

The Port of Dover has already piloted this approach in its recent 30 year master planning exercise,
outlining the port growth aspirations and its implications not only on the port itself, but also on the
surrounding hinterland and its communities. A particular issue was its significant potential consequences
for local roads and rail traYc.

The development of a contextual approach to long term master planning for ports should be encouraged.
Whilst the airport master plans identify the growth scenarios for the airport, they do little to consolidate the
wider context of their land use implications. This needs to be re-dressed in the ports master plans, which
need to look at their local, sub-regional and regional implications of their operation. This may well need
wide consultation and consolidation of policy and funding mechanisms at regional and even national level.
A close liaison with the RDA should be formed in order to ensure an economic and productivity focus in
this exercise and an early identification of funding mechanisms from the public and private sector.

In addition, the region may well develop a ports framework which puts the regional port operations into
a transport, investment and spatial planning context across the entire region and the Greater South East.
Whilst this must stop short of interfering with competition or identifying “winners and losers” it can identify
and address market failure in a much wider, economic and planning context. The recently developed South
East Coast economic development framework (Draft) would provide a suitably loose set of policies and
actions to focus on the economic importance of hinterland connections and on the management of the
existing and the substantial increases in traYc in some of the most constrained locations such as Dover,
Portsmouth, Ramsgate, Medway, Southampton and other, smaller coastal ports. In addition, SEEDA is
currently investigating jointly with some of the SE Ports whether there is a benefit in establishing a SE
Economic Ports Forum, which would tie into the South West Forum and the Association currently created
along the French Coast in order to develop greater cohesion between the La Manche and Dover Straits
ports.

4.2 Responses R4–R5

R4 Whilst SEEDA fully supports the notion that ports need to engage with their local and regional
stakeholders in planning the future of their operation much more sustainably, the process adopted must be
flexible, swift and eVective. The master planning process instigated by the Dover Harbour Board found an
eYcient way of finding the balance between “process” and outcome in terms of engaging with all the relevant
delivery agencies in consulting on the future development of the port operations.

A “Regional Port Operation Framework” can provide the eYcient focus of consultation and planning of
port eYciency savings, port operation measures and port expansion needs. The development of this
framework could be led jointly by the Port and the regional development agency, engaging relevant
stakeholders and delivery agencies. This could give the framework a clear business perspective but allows
for the consideration of local, sub-regional and regional contextual issues, particularly in terms of
hinterland access.

R5 All ports that have international links, and national, regional or specific function servicing a
regionally important economic purpose should be required to develop an operational masterplan in order
to clarify their specific economic and regional role. Ports with a purely local and sub-regional function
should be fully incorporated into the local planning process.

5. Issue Three: Port Connections

5.1 Policy

DfT clearly states that ports cannot function without eVective inland transport links. The Government
has important duties to fulfil in respect of hinterland links as the policy maker for roads and for the rail
network. The Government’s task is to provide a framework which delivers eYcient, reliable and safe road
and rail connections to support the economy and to ensure the eYcient movement of both people and goods.
DfT’s strategies for road and rail aim to address the needs of freight flow, but do not give any specific
preference to port traYc.
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5.2 Coastal Shipping And Inland Waterways

For the majority of the South East ports, inland waterways do not exist and cannot play a role in
diversifying port traYc. For Thames side wharves and the estuarine ports, inland waterways such as the
Grand Union Canal, linking London with the west and the centre of England can play a niche role. DfT
supports the Sea and Water group who’s task it is to generate more interest in this traYc mode.

In addition, DfT states that coastal shipping over the foreseeable future, may oVer no more than “niche”
opportunities in the unitised container field, even allowing for prospective increases in deep water port
capacity in the GSE as opposed to short sea shipping, which is actively encouraged and set to increase,
particularly within Northern European and Atlantic markets.

Indeed Southampton port in its response to the RES (Feb 06) said: “Marine transport is recognised as
the mode of transport that produces the least environmental impact in terms of the delivery of products.
For example, a feeder ship operating on a weekly service between the Port of Southampton and Manchester
is estimated to provide an annual reduction of around 6.5 million lorry miles”.

The benefits of marine transport are not just related to feedering, but the movement of large numbers of
containers on large deep-sea container vessels (typically 4,000–9,000 twenty foot equivalent containers per
vessel) clearly has both environmental and economic advantage.

5.3 Road and Rail

Network Rail has identified its rail freight priorities for the UK in the current National Rail Freight RUS
(Route Utilisation Strategy) with the West Coast Main Line being the single most important north—south
gauge enhanced rail freight corridor, splitting at Nuneaton into two major port access corridors, the first
being the route to the north of London to Felixstowe and the second being the route from the Midlands to
Southampton port (currently TIF-P shortlisted for implementation).

Given the substantial port traYc increase over the next 20 years, combined with double figure increases
in road haulage over the same period, rail freight can oVer a real and commercially viable addition to carry
some of the additional freight burden. As a matter of fact, the Port of Southampton already moves the
highest percentage of containers by rail of any UK port (around 30%) thereby further reducing the number
of lorry movements on the UK roads.

Road freight, moderate container transfer and passenger traYc to and from Dover, carrying about 60%
of all UK’s movements to the Continent, utilises the A2/M2 and the M20. Given the road freight forecasts,
combined with the Community Growth agenda for Ashford and the Kent Thames Gateway area, capacity
will become an issue very rapidly throughout the Kent Freight Corridor.

Whilst it is obvious that further and substantial capacity enhancements on our rail and road network is
needed to cope with this increase, funding needs to be prioritised and innovative in terms of who can
contribute.

5.4 Who Pays For Port Connections?

DfT maintains the position that new port developments, which by expanding the amount of port traYc
trigger the need for expanding road or rail infrastructure capacity, should be expected to pay for such
expansion through developer contributions. To some extent this also means that the developer (port)
contributions reflect externalities, including additional congestion and environmental pollution, though the
process is indirect.

Rail freight operators pay for access to the network. Where expansion of rail freight, including higher
throughput at ports, requires capital enhancement works which not otherwise be viable for Network Rail,
the freight users collectively would be expected to pay for such works “up front”. This can however, raise
diYcult questions for negotiating the contribution in the view of the requirement of open access to all rail
users.

The main issue, also reflected in the current negotiations for third party contributions to the SMART5

project, is the fact that additional capacity in an existing network is impossible to divide from the other
provision. Whereas a new motorway link, such as the PPP M6 link road in the Midlands, can be identified
as a chargeable section of infrastructure, an upgrade of an existing rail line or the addition of another lane
to a motorway can not be treated separately.

Another consideration is the fact that for instance the Belgian Government sees ports and their access
(from the sea and from land) as a fixed national asset and the Government has a national duty to ensure that
these assets are well maintained (for national security reasons) and eYciently run (for economic reasons).

5 SMART (Solent-Midlands Advancement of Rail Transport) a project to deliver gauge enhancement on the Southampton-
West Coast Main Line freight artery has been put forward to TIF-shortlisting with the main delivery agencies Port of
Southampton, Network Rail, DfT, SEEDA and AWM in full consultation with a wide group of public and private sector
stakeholders.
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5.5 Summary

DfT refers to the good practice example in the Aviation industry, where master plans are now developed
for airport operations and expansion. This appears to be favoured, however port masterplans must be
developed in a wider local, sub-regional and potentially regional context. Synergies to the RTS and RES as
well as national funding programs can substantiate the port’s priority investment schedule. In the case of
the South East, the development of a coastal, economic framework could focus on ports as well as on their
connection beyond the SE to the SW and to the Continent.

Given the substantial port traYc increase over the next 20 years, combined with double figure increases
in road haulage over the same period, rail freight must oVer a real and commercially viable addition to carry
some of the additional freight burden.

Road freight, moderate container transfer and passenger traYc to and from Dover, carrying about 60%
of all UK’s movements to the Continent, utilises the A2/M2 and the M20. Given the road freight forecasts,
combined with the Community Growth agenda for Ashford and the Kent Thames Gateway area, capacity
will become an issue very rapidly throughout the Kent Freight Corridor.

5.6 Responses R6–R7

R6 DfT acknowledges that inland connections are absolutely essential for the eYcient running of our
ports, but PPR seems to maintain that those creating the conditions that lead to a capacity increase on the
rail and road network must pay for any additional infrastructure.

Whilst the principle of third party funding through the planning system should be supported, the
individual contributions must be related to the specific case and be fair on all sides. Taxation, access charges
and innovative loan mechanisms may be of use here. This approach is currently tested in the SMART
Business Case (TIF-P short listed rail gauge enhancement scheme). Pursuing the PPR notion, we may well
face the facts that we price port operations and logistics out of the UK market, as other continental ports
in close proximity to the UK markets do not impose such charging regimes and hence could by default have
an operational advantage. Whilst DfT tries to avoid the distortion of competition in the UK market, they
may well inadvertently distort the competition of the ports and logistics market at EU level to the benefit
of continental ports.

SEEDA would not agree that Ports’ planning applications should be treated like any other planning
application, as ports have a role of national economic significance (and security) and their development
cannot be exposed to lengthy processes as these can have detrimental eVects upon the eYcient operation of
ports serving UK markets and ultimately the long term security of supplies. Whilst some contributions must
be expected from ports for development and access infrastructure outside their boundaries, the planning
process must be fast tracked, perhaps in line with aviation, national security, energy and water supply. The
PPR must therefore acknowledge the substantial economic role of ports, especially in the GSE,
substantiating the success of the UK economy. This strategic and national acknowledgement should in turn
be followed by the allocation of specific public sector funds to bring forward hinterland infrastructure with
appropriate contributions from third parties, negotiated on an individual basis.

SEEDA is engaging with the Trust Port of Dover to develop a comprehensive Port Access and
Commodities Transport Package that will look into road access, rail re-connection for the Western Docks
and a comprehensive congestion and emergency management scheme as well as transport and access issues
with the town of Dover. SEEDA has already obtained moderate ERDF funding to commence this initiative
in the IMPACTE project, but the main challenge will be to unblock decisions at Government, Highways
and Rail delivery agency level to agree the access package.

R7 The joint RDA response to PPR identifies national Ports Access Corridors of Economic Significance
(PACES). Whilst PPR should not identify a hierarchy of ports in the UK, it must be made clear that
investment priorities must be set in a climate of finite resources for infrastructure. This means substantive
support for the Network Rail National Rail Freight RUS (Route Utilisation Strategy) which identifies a
strategic number of rail freight corridors. To the same extent, the Ports Policy Review must guide the way
to engage with the Highways Agency in prioritising motorway and A-road capacity upgrades for national
port access corridors.

6. Issue Four: Fair Competition And Market Failure

6.1 Policy

A central objective of UK ports policy is to ensure eVective competition between ports. Whilst ports
operate in a competitive environment, there are limitations due to geographic and locational pre-conditions
and shipping market fluctuations. These are:

— Geographically limited selection of sites suitable for deep sea shipping and deep sea berthing.
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— Some bulk commodities require specialist equipment for loading and unloading, which is fixed to
one location whilst most other commodities only require lighter equipment, which tends to be
more footloose.

— There is the economy of scale in container handling, which favours large terminals, especially in
the deep sea sector.

— Shipping lines themselves operate in an imperfect market condition.

DfT encourages a potential review of this “purist” view of ports competition in the light of the following
three issues:

— Availability of capacity to allow genuine choice among geographically suitable ports.

— Availability of adequate inland infrastructure to handle that traYc.

— Ability of ports to compete for transhipment traYc as this market proposition encompasses both
sides of the North Sea and La Manche—continental container hubs provide an important
competitive element!

6.2 Port Ownership

Whilst DfT treats all ports equally in terms of avoiding market distortion and particularly state aid issues,
the port sector actually consists of three groups of “ownerships”. Only the fist group can really be treated
as fully independent commercial operators.

— Independent Port Companies such as ABP and Hutchison Ports.

— Trust Ports such as Dover and Shoreham.

— Local Authority owned and managed ports such as Ramsgate and Portsmouth.

Given the fact that most ports, which had originally been privatised have now been absorbed by a few,
global port operators. Like with many other global owners of local economic assets, decisions are taken
elsewhere and do not necessarily bear the interests of the region or the UK at its core. This raises issues of
transparency of the decision making process, particularly as Ports have a national supply and security role
to play.

Six of the largest Trust Ports, including the above mentioned South East ports have been classified by the
ONS as public sector bodies for Government accounting purposes. This means that all new borrowing of
the six trust ports must be covered by DfT’s budget allocation, even though Government has no mechanism
to control the finances of the port.

Issues facing the continued development of all ports, but particularly smaller ports are as follows:

— Lack of awareness by regional agencies of the value added by ports to the region.

— DiYculty to accommodate public sector seed investment to support port operations in the context
of competitiveness and market distortion.

— Too narrow an interpretation of the stakeholders to whom Trust ports are accountable.

— Local opposition to port development, especially where waterfront sites have recently been
developed for housing rather than industrial activities.

— Problems with access to funding, particularly if development costs are to include substantial
contributions to road and rail infrastructure.6

6.3 Market Failure

The PPR acknowledges that in some cases the future of a harbour site may be best in ceasing commercial
operations and maximising the value of the waterfront site for other development, regeneration and other
non-port commercial activities. However, the supply chain impact of this move would have to be considered
in each case, there might still be a need to safeguard marine industry space and strategic sites or facilities
for the future. There are several such ports, where even with the best of imagination to the potential port
revenue generation, it has to be concluded that the port’s income will remain insuYcient for it to continue
to meet its statutory purpose as a harbour. A port in financial diYculty might be applying for a variety of
public sector grants or might ultimately be tempted to neglect or reduce the priority of its safety related
functions, such as proper maintenance of its facilities and navigation channels However, the closure of a
port is a large and lengthy legislative hurdle to clear Even if that has been dealt with, there may be residual
environmental issues resulting from port operations through a long history of the site.

DfT’s position is not to intervene in failing ports, “ports must stand or fall on their ability to attract viable
traYc”. However in particularly diYcult local situations, Government may step in with financial or other
assistance, where this is the only way to secure non-transport benefits such regeneration.

6 Trusts can only borrow against their income stream, the local government finance regime constrains municipal ports and
company ports may struggle to develop and justify the business case.
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6.4 Summary

The central objective of UK ports policy is to ensure eVective competition between ports. Whilst ports
operate in a competitive environment, there are also limitations due to geographic and locational
pre-conditions and fluctuations in the shipping markets. Ports are fixed assets of national importance and
cannot be moved because markets shift. Hence each individual port must be able to respond to markets by
a degree of flexibility of its operational land and hinterland access.

Port ownership consists of three groups, all under diVerent legislation and management. In DfT terms
they are all treated the same in terms of state aid, other financial support and market distortion. However,
DfT acknowledges that Trust Ports must change their statute to be treated as such and not as public sector
bodies as classified by ONS.

Market failure of port poses a particular problem as a full closure is a lengthy and costly legal exercise.
DfT may in selected cases be prepared to step in with assistance, if this leads to comprehensive non-traYc
related regeneration.

6.5 Responses R8–R10

R8 There appears to be a gap for action, which could be addressed through RDA assistance. In some
selected cases, municipal and trust ports may not operate as eYciently as they could. They may well need
to sell some parts of the port land for regeneration, housing and marinas, whilst focussing the core land and
port operation on what the rump ports is best at, as long as one use does not preclude the other. In addition,
there may be a case for some ports, geographically close together, to co-operate and share a niche market
under joint management.

SEEDA would support the notion that Government needs to be more pro-active in removing obstacles
to the change of use of existing, failing ports, perhaps using its economic agencies to address these issues
jointly with local authorities/trusts. SEEDA would also encourage Government to give the SoS powers to
close harbours through an Order under harbour legislation in order to reduce the burden on the public purse
and to shorten time scales for a more comprehensive redevelopment.

This approach should only be pursued if there is a clear and unequivocal acknowledgement of the failure
of a port and a cessation of all port activities, otherwise, market conditions could be influenced through
intervention, to the extent of distorting competition within the region and the country. This requires further
thought for a practicable way forward for Government using its respective agencies but as DfT already
indicated a potential selective approach to step in and tackle failing ports, RDAs may well be considered to
facilitate a holistic non-port related regeneration in conjunction with Government.

R9 An issue that is particularly relevant is the preservation of port operative land for future development
and the safeguarding of aggregates wharves and quaysides. This is particularly important in the Greater
South East, where a substantial growth in housing and employment is expected as outlined in the Barker
Report. The aforementioned masterplans for ports of regional economic significance and within the context
of the South Coast framework would need to focus on tackling the problems of failing ports along our coast
and the consolidation of a balance between port operation and regeneration.

R10 SEEDA would also support a more pro-active approach in order to raise the awareness of the
economic value of ports in regions. In the South East, we pilot the “Southampton Port City Futures”
initiative and other RDAs are active in port promotion eg Humber Forum http://www.humberforum.co.uk/
default.asp and Haven Gateway http://www.haven-gateway.org. There is an opportunity to broaden that
approach, potentially using ERDF monies and link this to initiatives on the Continent.

We have already established good contacts within the DfT Ports Division to liaise closely in the course
of the IMPACTE project’s research of the direct and induced employment of port economies.

7. Conclusion

SEEDA welcomes the consultation on the Ports Policy Review as an opportunity to engage closer with
the ports industry, which is crucial for the South East England’s role as a gateway region.

SEEDA has already established a close work relationship with the main ports and port related businesses
in our region, eg through the INTERREG project IMPACTE that secured some ERDF funding for
improvement to ports infrastructure, or through SEEDA’s Waterfront Strategy.

However, SEEDA considers that the main challenge for the future is to research the implications of the
demand forecasts for the diVerent port sectors and particularly their implication on transport infrastructure
and the environment in the GSE. The transport network has to respond to these forecasts and to regional
growth aspirations and SEEDA, jointly with the other RDAs in the GSE, is keen to meet this challenge.
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8. Appendix: SEEDA’s Current Work with Ports in South East England and European
Mainland

8.1 ERDF-Funding

This global objective is pursued by policy work but above all, by facilitating delivery of infrastructure
where it is needed. SEEDA for instance leads on making investments (£ and ERDF funded) in the
ports of:

— Southampton (Rail head alterations in anticipation of gauge enhancement).

— Portsmouth (Fratton Rail Freight Terminal).

— Dover (Reconnecting Western Docks to the Railway line).

— Ramsgate (Deepening sea access for growth in shipping to Oostende).

Jointly with regional stakeholders and on the initiative of ODPM (now DCLG), SEEDA has developed
a draft coastal strategy which further substantiates the need for hinterland access to ports and for
adequate connectivity between ports and their respective economic regions along the south coast.

8.2 Partnership for Urban Southampton

In addition SEEDA works with partners in South Hampshire on the PUSH (Partnership for Urban
South Hampshire) initiative. Urban South Hampshire approximates a City Region in terms of labour
markets and investment patterns and, importantly, in terms of cross-local authority working. It has a
population of around one million and likely to grow, generates 1/10th of wealth of South East, has a
major regional airport at Southampton, vibrant commercial ports at Portsmouth and Southampton, and
has several key business sectors, including marine, defence and advance engineering, ICT, business
services and tourism, retail and leisure.

PUSH (a working partnership of 11 local authorities stretching from the New Forest to East
Hampshire, including cities of Portsmouth and Southampton) was formed in response to a recognised
need to take action to improve economic growth. By collaborating across administrative boundaries
PUSH aims to improve services and deliver tangible benefits for the growth of South Hampshire’s
economy.

Key to this is a productivity increase at an average annual rate of 2.4%. This reflects the view that,
in the medium to long term, South Hampshire will need to out-perform both the South East region and
Great Britain as a whole, in terms of productivity, in order to achieve a consistently high GVA growth
rate. The ports of Southampton and Portsmouth will play a key role in the economy-led growth strategy
for the PUSH area. In Southampton, the role that the port has to play in the City’s prosperity has been
recognised by a SEEDA funded organisation called Business Southampton, who have established a sub-
group called Southampton Port City Futures. This group aims to strengthen the links between the port
and the cluster of businesses around it and the rest of the city.

8.3 SMART

SEEDA has also led the development of the SMART (Solent- Midlands Advancement of Rail
Transport) project, which is delivering the gauge enhancement to full W10 standard from the Solent
(Southampton Port) to the Midlands and linking this second most important national rail freight corridor
into the West Coast Main Line, which is a TEN-T route. To that extent, SEEDA has achieved the
following delivery milestones:

— ERDF leverage from the Interreg IIIB N.W.E program.

— Short listing for the DfT Transport Innovation Fund under the Productivity Strand.

— Application for TREN/B3 funding from the European Commission.

— Application for additional funding under the above Interreg program for the Midlands link to
the WCML.

8.4 Portsmouth

Whilst Portsmouth is the home of the British Navy—two-thirds of the surface fleet are based there.
SEEDA works with the commercial side of the Port of Portsmouth to develop the Fratton Rail Freight
Yard. This will provide a wagon based rail freight solution for increased Ro-Ro traYc between
Portsmouth and French ports. This rail freight route will ultimately feed into the aforementioned SMART
strategic freight corridor.
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8.5 Solent Waterfront Strategy

SEEDA, in liaison with Marine South East, the British Marine Federation (BMF), Hampshire
Economic Partnership (HEP) Marine Task Force Group and the Partnership for Urban South Hampshire
(PUSH), is developing a Waterfront Strategy for the Solent. It is intended to be a comprehensive
economic and spatial study of the marine sector in the Solent sub-region, which includes the coastal area
from Chichester Harbour in the East to Barton on Sea in the West.

The purpose of the Strategy is to inform the development of robust and sustainable economic and
spatial policies at the regional and sub-regional level to maximise the future economic development
potential of the marine sector along the Solent coastline. The strategy will comprise an authoritative
report on the value and impact of Marine Industry within the Solent, a mapping of sites and facilities
which are of economic importance in the Solent and suggestions about how to optimise the value of
these sites in future.

The Solent Waterfront Strategy will be a definitive study of the marine sector in the Solent sub-region
which will:

— Provide a primary and comprehensive source of research and economic analysis of the marine
industry, assessing its true economic value and strategic significance to the region and the
national economy.

— Define the marine industry, its structure and sub-sectors.

— Establish a robust and comprehensive database on the marine industry that is capable of being
updated, monitored and “rolled forward”, identifying linkages, co-dependencies and supply
chains.

— Assess and categorise the importance of the common coastal resource and how that relates to
the marine industry.

— Identify the unique land use, accessibility and economic requirements of the marine industry
and constraints to and opportunities for maximising economic potential.

— Explore the implications of future mega-trends for the marine industry, identifying economic
and spatial strategies and responses to ensure that the marine industry continues to excel under
diVerent growth scenarios and economic, spatial and land use policies.

— Assist the successful delivery and implementation of the South East Region’s Economic Strategy
and the South East Plan, setting out clear policy recommendations that can be practically
translated at sub-regional and local level and which actively seek to promote, safeguard and
optimise opportunities for the marine industry through development plans.

8.6 Shoreham

SEEDA is working with the Shoreham Port Authority to look at opportunities for housing and
business development on land largely owned by the Port of Shoreham. The assumption being that the
Port could be consolidated on a reduced land area to release opportunities for development; given the
constraints on development and access posed by the South Downs. The Trust Port has a primary purpose
of being a Port operator, not a developer and reclamation works need to be undertaken to provide a
more eYcient use of Port operational land. This need to be financed before existing Port land can be
released for development.

8.7 Dover

SEEDA works with Dover Harbour Board on a number of initiatives to secure the Port’s primary
economic function for the region and for England. Work focuses on the Dover Master Plan, co-ordination
of various consultation responses, ERDF funded infrastructure preparation work and the development
of a comprehensive and sustainable access management and infrastructure package for road and rail
connection. Through the use of ERDF funds, we have enabled the port to advance the development of
it’s rail connection to the Western Docks, in order to enable more freight movement on rail, using a
wagon based solution for the short to medium terms. Negotiations and engineering studies have advanced
jointly with Network Rail to GRIP stage 2 and a submission to the European Commission for further
ERDF funding to move this work to GRIP stage 4 has been made in September.

September 2006
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Witnesses: Dr Mark Avery, Director, Conservation, and Mr Andrew Dodd, Head, Site Conservation Policy,
Royal Society for the Protection of Birds (RSPB); and Mr Detlev Golletz, Assistant Director, Infrastructure,
SEEDA; gave evidence.

Q112 Chairman: Good afternoon, gentlemen. You
are most warmly welcome. I apologise for making
you wait. As you can imagine, we have lots of
questions. Would you be kind enough to identify
yourselves, for the record, please?
Mr Golletz: I am Detlev Golletz, from the South
East of England Development Agency.
Mr Dodd: Andrew Dodd, Head of Site Conservation
Policy at the RSPB.
Dr Avery: I am Mark Avery, Director of
Conservation at RSPB.

Q113 Chairman: Thank you very much. Do you
have something you want to say to us first, or can we
go straight to questions?
Mr Dodd: Thank you, no.

Q114 Chairman: What is the main environmental
impact of the ports industry?
Mr Golletz: The main environmental impact comes
from a number of issues, I think. Firstly, from the
operation of accessing the port through water
routes; secondly, the fact that the port is existing
physically in an urban or close to a natural
environment; there are potential pollution issues,
there are noise issues, there are at nights lighting
issues, reflections, and the like. It is a very complex
issue, which usually needs to be addressed, as was
raised in the previous session, through the
planning system.

Q115 Chairman: Who is best placed to manage it?
Mr Golletz: The environmental impact of ports, I
think it is a variety of agencies at a diVerent level.
First and foremost, again through the planning
system, or the regulatory system, we need to make
sure that environmental conditions actually are
adhered to, but also we need to make sure that, again
as was raised previously, those environmental
conditions are understood and balanced on both
sides so that they do not start to prevent the eYcient
operation of ports, or the expansion of ports. It is a
matter of balance.

Q116 Chairman: Dr Avery, do you agree that the
Habitats Directive is forming an inbuilt assumption
against all port development?
Dr Avery: No, we do not. I think the ports industry
protests a bit too much about how diYcult
European legislation—the Habitats Directive, the
Birds Directive—really is for them. When the RSPB
last gave evidence to this Committee, I think five and
a half years ago, on ports, we could say then that
there had been no significant port development
proposal that had ever been turned down because of
the Habitats Directive or the Birds Directive. Now
that is not the case because of Dibden Bay, but it is
still the case that most developments get scrutinised
properly and the vast majority of them go forward.
Dibden Bay should not have gone forward and the
reason that it took a long time to get a decision,
going back to the evidence you heard earlier, was
partly the approach which Associated British Ports

took to their proposal. They tried to claim that the
development would be pretty insignificant in
environmental terms, and therefore it took a long
time to argue that case, which was wrong, and they
lost out. A bad business decision on their part, I
would say, to try to regard that environmental
legislation, which applies right across Europe, as
something that they could get around or see their
way through. They found that they could not.

Q117 Mr Leech: On this point, Dr Avery, do you
agree with what we heard from Mr Graveson, that
we could find an alternative site for a port which
would not have a detrimental impact on local birds?
Mr Dodd: It is possible. I think the problem that the
UK ports industry has is that most of its potential
sites are located in our estuaries and most of those
are designated as internationally-important wildlife
sites, so it is constrained immediately by that
problem. Certainly, in terms of the deep-sea
container port potential, there are relatively few
locations, as we heard earlier, which could
supply that need, and most of those are in or
around internationally-important wildlife sites; so,
challenging, I think would be the word.

Q118 Chairman: Would you agree with the previous
assessment that the implementation of the Birds
Directive, in eVect, does constitute a decision that we
should not go ahead with any ports development?
Mr Dodd: No, for the reasons Dr Avery just touched
on. All of the schemes apart from Dibden have gone
through relatively smoothly, from a Habitats
Directive point of view. Ourselves, English Nature
and the ports industry have now found a new way of
working which says, “Okay, what’s the problem,
what’s the damage? Let’s agree that damage,” which
was what did not happen at Dibden, “and how do we
compensate for that?” My experience is, over the last
three or four years of working on the Bathside and
the London Gateway schemes and Felixstowe
South, that the Birds and Habitats Directives have
not been a block here. What is causing the problems,
in terms of delay, is the landside transport
infrastructure.
Dr Avery: If I may add to that, I think Associated
British Ports would say that they would take a
diVerent approach now to port development than
they did at Dibden, and I think they would find that
they benefited from that and their proposals might
go through quicker. Also, I think that, in terms of
extra port capacity, again, thinking back to when we
gave evidence last to you, we claimed that there was
considerable scope for eYciency gains in the existing
ports, that the existing ports could be operated more
eYciently and shift more cargo. That was rather
pooh-poohed by the representatives of the ports
industry at the time. Again, to praise ABP, there are
now figures where they are suggesting they could
increase considerably the capacity of Southampton.
Mr Dodd: I think they are going to go from
1.4 million TEU and they project up to 3.7 million
TEU, all within the existing estate, through
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improved eYciency and modern technologies
creating some new berths which are more suited to
the new breed of ships.
Dr Avery: There is scope to use our existing ports;
rather than having more ports, we can make our
existing ports more eYcient with no need to destroy
habitat round the coast, at least in some cases. Five
and a half years ago the industry said that was not
possible because they were as eYcient as they could
possibly be; now they are saying that they can more
than double their capacity at one port, which is quite
interesting.

Q119 Clive EVord: Just to clarify that so that I
understand it, basically you are saying dig them out,
make them deeper ports and make them
accommodate the new breed of ships, in laymen’s
terms?
Mr Dodd: I guess at Southampton this is what is
going to happen, they are going to be able to
accommodate them and do some dredging. More
importantly, they are making better use of the land
side of their ports, which clearly, from what we can
gather, was ineYcient in the past, and is ineYcient,
and they can make some of those gains very quickly,
within the next four to five years, is what they have
told us.

Q120 Clive EVord: Mr Golletz, what is SEEDA’s
view on the capacity of the South East to
accommodate the expected growth in ports?
Mr Golletz: You will be aware that we commented
formally on the Ports Policy Review to DfT, and one
of the most substantial issues there is the forecast
growth but also the fact that around 70% of all the
UK trade and passenger transport actually goes
through the South East, so that is probably the
greater South East, including Felixstowe, Bathside
Bay, and the like, which presents us with a number
of challenges. Particularly if you correlate the
increased freight forecasts with the Government’s
growth agenda in the growth areas, like Thames
Gateway, Ashford, or the population is supposed to
grow in the South East by around 15%, on average,
which is well above the UK average, and then put
that in relationship to what we have planned in terms
of rail and road infrastructure over the next 10 or 15
years, quite quickly we come to some quite
phenomenal challenges, in terms of the main
economic motors, making sure that they continue to
work and operate as they do at the moment.

Q121 Clive EVord: We heard from Mr Friis, from
Maersk, earlier on, I do not know if you heard his
evidence, but he stated to us that his company
preferred to bring large ships into the South East and
tranship to lorries, or preferably train, to ship goods
around the country. Is there a capacity issue on our
transport network in the South East to meet what is
likely to be that growing demand?
Mr Golletz: There will be a capacity issue
considering the growth forecasts, and that is the
reason why we have already engaged quite heavily
with Network Rail to bring forward the gauge

enhancement from the port of Southampton to the
Midlands, as one example, which then connects into
the West Coast Main Line corridor, which is already
gauge-enhanced. That provides us with slightly
more additional capacity but also with the
opportunity to instigate a better modal shift.
However, that investment on the rail side does not
take us away from having to invest on the road side,
because the growth figures are so substantial that
whatever we can put on the rail does not compensate
for not tackling the road side. The most important
thing is to look at comprehensive, integrated access
packages to our ports, so that we do not focus just
on rail freight or transhipment or short-sea shipping
or roads, it needs to be a package together to see how
this works. In our response to DfT we did rely on the
evidence partly from Maersk and other large
shipping companies saying that they prefer to arrive
from the global shipping routes at the South East
and then, in laymen’s terms, get rid of their
containers and freight as quickly as possible then
they can turn round and load up again. There is an
eYciency issue there, and they are not necessarily
concerned to that extent about how the freight is
then moved away from the quayside, and that is a
very big issue for us to address.

Q122 Clive EVord: Do you envisage any
circumstances in which shipping companies would
look to use ports in the north of the country, outside
of the greater South East, because of capacity issues?
Mr Golletz: Jointly, between all nine RDAs, I think
we came to the conclusion that we cannot discard the
transhipment oVer completely, although we do
agree with the findings of the MDS study. What we
could maintain, and I do not have the evidence,
probably we need to study that a bit closer,
particularly with the shipping routes, whether they
are able to respond to this, is to see whether, those
goods which actually are not destined for the large
greater South East market, they are destined for
Manchester, Birmingham or further north, it may be
possible actually to ship them directly up there, but
that depends upon how the shipping lines respond to
that. We have heard from Maersk that they are quite
opposed to that and our worry is that the majority,
if we come up to capacity limitations, will not go to
other ports in the UK, it will go to Continental ports.

Q123 Clive EVord: You do not see transhipment as
being a way of boosting ports outside of the greater
South East?
Mr Golletz: There may be opportunities, depending
on what the markets are and the commodities that
are transported and how the shipping lines respond.
A small percentage might be able to respond to
transhipment, but I do not believe that we are
talking about large quantities of shifts, and we need
to look at the eVort it takes (a) to convince shipping
lines to do this in the first place, and (b) we have
raised that before and we cannot shy away from the
fact that we will still need infrastructure investment.
The Ports Policy Review made reference to the need
of 7,000 metres, whatever that is in imperial
measure, of additional quayside elsewhere, outside
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the South East, which means also we need additional
road connections and certainly we will need
additional rail freight connections, so the problem
which we might “shy away from” in the South East
we are just transferring to other regions.

Q124 Mr Martlew: I notice, for example, you say
that more should go on rail, but is not the reality that
any capacity we have on the railways is going to be
taken up by passengers, who are going to be given
priority? You mentioned the West Coast Main Line,
which I know very well, and really freight on that
line is a problem now, so we are not going to get
extra capacity on the railways unless we build new
lines. Do you believe that the Government are
thinking enough about this?
Mr Golletz: I think so, jointly with Network Rail.
Firstly, there is the fact that rail freight can be
transported at diVerent times than people, so they
can take up more time slots, they can take up
oV-peak slots, and, from what we have learned with
Network Rail, there are opportunities. Also there
are possibilities at the next stage, for instance, to
develop diversionary routes, routes with currently
are underutilised or not fit for freight, as such, as a
second stage. As a third stage, yes, you are right, just
as with roads, we may need to look at additional rail
freight or rail capacity per se, but at the moment it is
felt in the industry that a better balance, with better
management and better co-ordination with freight
forwarders, and so on, can achieve a slightly better
shift towards rail freight.

Q125 Mr Martlew: When I go on the Continent, I
often see the canal system used much better than it
is here, perhaps it is more modern than ours, but is
there any option of moving freight from the ports to
the market via the inland waterways?
Mr Golletz: With due respect, the canals in the UK
were developed a long time ago and the dimensions
are such that they lend themselves to only very
limited freight and dimensions; the canals on the
Continent, in Germany, the Rhineland, a new canal
was built for industrial sizes and even that is still
underutilised, but the dimensions are very diVerent.
If we had large-scale canals, yes, but, on the other
hand, thinking out loud, I think the geography of the
UK would not lend itself to invest heavily in
upgrading canals, because, obviously, you have got
the sea all round.

Q126 Clive EVord: I think Mr Dodd was going to
comment on my question earlier on and I was going
to move on to planning?
Mr Dodd: Yes, it was just a couple of small points.
As Mr Golletz said, we heard earlier in evidence
about the costs of transhipping from the Continent
to northern ports, that they could be prohibitive.
Just a comment that I know companies like B&Q
and Asda have already taken strategic decisions, in
B&Q’s case, to tranship from Rotterdam into the
Humber, because it is cheaper for them in terms of
their distribution network, and similarly Asda have
set up operations on Teesside for the same purpose.
Clearly, for some companies, I admit it may not be

for all, it is economically eYcient to tranship from
Rotterdam rather than bring in all the goods
through the South East.
Dr Avery: In this week when the Stern Report was
published, on Monday, I think, in looking far out
into the future, or maybe not that far out, the
economics is not the only issue, CO2 emissions is one
of the things that we will have to be looking at if
really we are going to rise to the challenge that Stern
set us. I cannot tell you what those sums look like,
but I think we ought to be looking at the relative CO2

emissions from developing ports in the South East of
England and then putting things on lorries or trains
to move them round the country, compared with
taking them further by sea and moving them shorter
distances overland. That is the type of strategic
decision that we are going to have to make if we are
going to reduce CO2 emissions.
Mr Dodd: Just to follow up that point, that is one of
the things which have emerged from the Policy
Review, which was not appreciated, I think, during
the recent inquiry into the major container ports.
The increase in lorry miles, locked in now through
the two consents at Bathside and Felixstowe, and are
minded to at London Gateway, is something like an
increase of 700 million lorry kilometres each year
when we get to 2030. It is a huge increase, it has been
locked in, but the CO2 implications just have not
been addressed either through those inquiries or in
the Ports Policy Review; it is one of the gaps.

Q127 Chairman: Have you received any evidence
from anyone in the industry that they are prepared
to take their decisions based on those assumptions?
Mr Dodd: On the MDS and modelling, all we have
heard from the industry, and I think the MDS
modelling bears it out, is that the predictions
generally are in the same direction as all the other
models which have been run. What has not been
done before, I think, is the freight model, which is
where they have tried to predict the land side growth.
I have not heard anything from the industry one way
or the other as to whether they believe those figures
or not.

Q128 Chairman: Do you know of any other
environmental Directives from the European
institutions which would have a significant impact
on port development?
Mr Dodd: The only other one I can think of which
was not mentioned earlier would be the Water
Framework Directive, but I am not au fait enough
with the ports industry and its relationship with that
Directive to know how it would impact on them.

Q129 Clive EVord: On another issue, could you tell
us what is wrong with the planning system for ports?
Mr Golletz: Your question implies that something is
wrong with it. I am a town planner by trade so if I
sound a bit defensive I apologise. I do not think there
is anything substantially wrong with the planning
system and the provisions of regulations as such.
What is wrong, and that has been mentioned before,
is the time it takes to go through the planning
process, which is predominantly resource issues,
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with local authorities and others, and the decision-
making process on applications. The recent change,
or adjustment, in the planning system tried to take
this on board and you have now mechanisms where
developers, or developments, are supposed to
engage with other stakeholders much, much earlier
so that actually you front-load the potential conflict,
or potential issues, which only “surface” later on in
a public inquiry process. You front-load those in an
initial debate, initial consensus, via the founding
process through the LDF, which is fairly new, and I
do not know whether it has been tested on some
major schemes yet, but the provision in the planning
system is there to make it better.

Q130 Clive EVord: Do you think that those changes
have addressed any of the problems which there may
have been in the planning system?
Mr Golletz: I am not sure whether the challenges of
the timing have been addressed adequately. If you
look at the joint RDA response to the Ports Policy
Review, one of the main points we make is that the
decision-making process, after we have gone
through the planning process, is still far too long,
and quite often, pointing the finger at the
government departments, decisions take too long,
they take months or even years. One of the fastest
ports decisions was two and a half years and one of
the longest was five and a quarter years, and for the
industry that is not acceptable.

Q131 Chairman: We do not actually have a Master
Plan similar to that which is required of airports for
ports, do we, so could you tell us, for example, which
are good ports, which are bad ports, from the point
of view of access?
Mr Golletz: I would not want to single out any port
specifically, but if I may respond to the Master Plan
issue first. Again, in our response to the Ports Policy
Review, we fully support the notion that ports are
encouraged to develop Master Plans and we have
got a very good example in Dover, for instance,
Dover Harbour Board, which actually has piloted
the whole lot, and they went through, I think it took
about two years, a very detailed master planning
exercise. What you have got there is ports usually
make investment decisions over a much longer time
horizon than lots of others, certainly local
authorities, so a 30-year investment decision for a
port actually has a number of short-, medium- to
long-term implications, and in the case of Dover it
was extremely useful (a) to learn how they operate in
Germany and (b) to see what short-term decisions
they require a local authority or an Assembly or
RDA, or whatever, to make in order to enable them
to do the medium- to long-term decision.

Q132 Chairman: Is that a reason for having a Master
Plan for ports, or not a reason for having a Master
Plan? I am very glad that they talk to you. Is that a
reason, which was the question I asked?
Mr Golletz: The main reason is to bring the relevant
stakeholders together as early as possible, led by the
port on the basis of their growth and expansion
plans.

Q133 Chairman: Should the Department have a
proper study of the ports generally in order to see the
advantages which would be produced by this?
Mr Dodd: I think we would support that kind of
approach. I think what has been evidenced, from the
last few years of grinding through the public
inquiries that we have been through, is that there are
certain issues which are not being tackled very well
at the individual application level. One of those is
trying to find the least damaging site ecologically.
The other issue, which we have touched on, is the
CO2 side of things; that needs a governmental
approach, it needs a UK-wide assessment as to what
options will provide the least damaging CO2

emissions.

Q134 Mr Leech: Would Mr Dodd agree with
Mr Graveson, who suggested that perhaps the
Government should start going back to the
Victorian time and having Acts of Parliament to
decide these sorts of things?
Mr Dodd: No, I would not. I think the planning
system is working reasonably well at the moment;
the eYciency could be improved, and I think that is
where the strategic planning system can come in.

Q135 Mr Leech: Would I be right in thinking that
Dr Avery probably does not agree either?
Dr Avery: In listening to Mr Graveson’s evidence, of
which there was an awful lot we agreed with, that
particular point, I was just wondering what would
happen, I am sure Parliament will never do this, but
if Parliament consented a proposal that was against
the Habitats and Birds Directives, who would we
take to court, was what I was wondering.

Q136 Chairman: I think we have had enough
hypothetical situations for the moment, Dr Avery;
we have enough trouble with the ones we have got.
Dr Avery: I think the planning system is well
designed to deal with the intricacies of the law and
to weigh the pros and cons of individual cases, and
what we are lacking, as you said, is a Master Plan
which allows individual applications to be fitted into
that Master Plan.

Q137 Chairman: You want to ship more freight oV
the roads. What is your preferred alternative mode?
Mr Dodd: I think that has to be a combination of rail
and short-sea shipping, and on both of those issues
that is where the market is failing at the moment, I
would say.

Q138 Chairman: We are talking about managed
markets; you do not think that the market, the
straightforward commercialism of the ports
industry, should be allowed to take its own major
decisions?
Mr Dodd: It is a combination of the private sector
and the public sector working through the strategic
planning system, trying to identify where the best
locations are for future port capacity and matching
that up with investment in the infrastructure to
support those. It is not an easy thing to do. If it were
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easy it would have been done by now. It is a very
diYcult thing to do and clearly the market is
resistant.

Q139 Clive EVord: You say rail or short-sea
shipping. I know it is very early days and, Dr Avery,
you referred to this earlier on, Sir Nicholas Stern’s
Report; how many lorries add up to a ship, going up
and down our motorways?
Mr Dodd: I have to say, we do not know, and that
analysis is diYcult to come by. That is the kind of
analysis we would like to see done by the
Department.

Q140 Clive EVord: Ships use gallons of fuel per yard?
Mr Dodd: I have some rough and ready figures in my
head, I have seen them in another report, that ships,
certainly compared with road, may be about half to
two-thirds less, in terms of emissions per tonne
shifted. That is a report I have seen, done by Friends
of the Earth, and I would need to go back to the
original to give you a precise estimate of that.

Q141 Chairman: You heard how Maersk feel clearly
that all these things should be left to the market.
How serious a problem is the “developer pays”
system in place for port access schemes; does it stifle
investment?
Mr Dodd: In terms of the developer having to
front-up the costs for road and rail, just looking at it
to one side and looking at how the industry is having
to deal with this through the inquiries in the last few
years, clearly it is a major problem. At Bathside they
are having to wait another five or six years to try to
get a road proposal through so they can actually
then start building the port, so there are some real
problems there. Similarly, they have got issues with
the rail infrastructure, because it is not in place.

Q142 Chairman: I am not clear what it is you are
blaming there, Mr Dodd. Are you saying that they
do want the road but they cannot get it through
because of the planning system; or are you saying
they do want this infrastructure but are not prepared
to pay for it? What is it you are telling us?
Mr Dodd: It is where there is an interesting tension
within the industry. In the case of Bathside, they are
prepared to pay for that road infrastructure, so they
have been prepared to pay for that.

Q143 Chairman: The problem is the planning
system, which Mr Golletz has told us is adequate?
Mr Dodd: I think there are some elements where the
strategic planning system, five or 10 years ahead of
the need for that new development, could help
identify—

Q144 Chairman: I am sorry, I am not very bright;
you are going to have to sort this out for me. I just
want to know what it is you are actually telling us. Is
the market suitable if it is left to its own devices; does
it deal with the problems of infrastructure, is the
existing system of “developer pays” a suitable

system or an unsuitable system? If all the things are
equal, is it the planning system which is holding up
the infrastructure development?
Mr Dodd: Looking at it from the rail perspective, I
would say that there is a need for more public
investment in that, because the potential of these
ports to increase their modal share onto rail is not
being realised.

Q145 Chairman: That is within the existing
movement of their tonnage, from one form of
movement to another, but I am asking you
something diVerent. At the moment, the situation is
that ports have to pay for their own infrastructure
which actually connects them with the rest of the
system, and that is true whether it is a road system
or a rail system. I am asking you something very
simple; is that a barrier, or not?
Mr Dodd: It does not appear to be a barrier; many
of the ports are prepared to pay the money. There is
a related issue, which is delays, bringing on stream,
of that capacity; it is a time issue, in terms of
resources, I would say. That is one of the delays we
have seen in the public inquiries both at Bathside
and at London Gateway, trying to wrestle over the
transport side of things and what the contribution is
going to be. The ports are willing to pay the money,
it is just that you end up arguing about it in front of
an inspector after the inquiry has ended, which is
where we are with London Gateway at the moment.
Trying to have those discussions earlier on, so that it
is clear who has got to pay what and by when, may
actually be a better system.

Q146 Chairman: When you actually have the
discussion is not the thing at issue. Mr Golletz, you
do not agree with this?
Mr Golletz: Not entirely.

Q147 Chairman: Are we speaking as a town planner?
Mr Golletz: Several hats.

Q148 Chairman: Which hat have we got on at the
moment, Mr Golletz?
Mr Golletz: The RDA hat. What I would just like to
oVer is there is a fundamental principle that the
developer of the port needs to pay for any
infrastructure improvements, connections, or
whatever it is, within their port boundaries. I think
that is fully accepted, because that is their
responsibility, of most of our private sector
operators.

Q149 Chairman: I do not think that is in dispute,
Mr Golletz?
Mr Golletz: What is in dispute is the actual access to
the port. For the large ports, the RDAs have
identified 16 ports in the UK which cover over 5% of
any commodity into the country, and they are
spread all over the country, they are not just in the
South East. It is almost a national duty to provide
adequate and appropriate access for those
operators, for the ports or the business actually to
operate as eYciently and profitably as they can. If we
do not provide that access, they have no choice.
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Other companies, factories, or whatever, can be
footloose, ports are not, they are fixed. Dover has
been there for 400 years.

Q150 Chairman: A port can shut down and sell oV its
land for housing and move very rapidly, can it not; in
fact, it does, in many countries, it moves with the
speed of light? I think you will discover that across
southern China and places like Hong Kong ports
come and go with great facility?
Mr Golletz: Yes, but that goes back to the issues we
raised before. I do not quite believe that, we have
ample coastline, we can develop like the Chinese or
the Indians so we are rather limited as to where we
can develop ports. I think, from our perspective, we
should focus on what we have got and work with
that.

Q151 Chairman: What is the impact of the
Transport Innovation Fund?
Mr Golletz: We found the Transport Innovation
Fund an extremely useful, very new tool to develop
transport schemes from an economic perspective, to
identify economic benefits for specific transport
infrastructure and it helps very much in terms of
prioritising schemes. You will be aware that there
are hundreds of thousands of schemes which are
being put forward for government funding, and this
is one of the most successful and most focused
mechanisms to identify priorities. We have used the
TIF productivity strand, which points specifically at
RDAs to make recommendations, to work jointly
with delivery agencies and DfT and Treasury
to bring forward schemes. One of those is the
Solent-to-Midlands rail freight gauge enhancement,
which we have developed jointly with the port, with
the container people, so it is the private sector, the
rail freight operators, ourselves, with Advantage
West Midlands and Network Rail and submitted
that to Government, and that is the only short-listed
scheme in the South East, in the first round.

Q152 Chairman: Are there any other suitable
schemes elsewhere?
Mr Golletz: We have submitted two others, but they
were turned down in the first round, so we might
retry.

Q153 Chairman: Anyway, you are finding the
scheme useful and you are using it as a prioritising
measure?
Mr Golletz: Extremely, yes, and it gives us a very
good government-initiated focus, a certain
commitment from Government, to engage with the
private sector operator, especially with the ports, to
say “This is a scheme of high priority, it’s got very
clear economic benefits for yourselves as port
operators anyway, but for us as a region, and we can
work together to put a funding package together,”

which leads to a previous issue you raised, “where we
can work with the industry to contribute to
infrastructure investment.” Not to pay the whole bill
for it but to contribute, because, the issue you raised
before, rail freight, is just a component of utilising a
rail route, there are passengers, there are other issues
there, so a contribution, I think, is more appropriate
than requesting a port to pay for an entire rail freight
upgrading.

Q154 Chairman: Gentlemen, do we know anything
about safety and working conditions in ports: no?
Mr Golletz: No; sorry.

Q155 Chairman: There is no point then in me asking
you about the Port Marine Safety Code. Do you
know anything about productivity in ports; have
you come across that?
Mr Dodd: Yes. It is an old favourite of the RSPB,
productivity in ports.

Q156 Chairman: I am not quite sure I see how it
applies to birds, but probably that is a lack of
imagination on my part.
Mr Dodd: It is very much to do with, I guess, the
sequencing on deciding when you need to build
brand-new capacity. It is something which we have
been discussing with the industry, discussing with
the Department for Transport, for a long time to get
a better measure and a better handle on just how
productive ports are. Again, I think that is
something where the Ports Policy Review is still
lacking some kind of common ground within the
industry, as to how to measure productivity.

Q157 Chairman: What you are saying really is that
you have looked at the figures but you do not accept
them necessarily?
Mr Dodd: I think there is wide variation in the
various models.

Q158 Chairman: Yes; you do not accept it. What
about Crossrail; is it going to help substantially the
freight capacity in the South East?
Mr Dodd: I do not have any information on that, I
am afraid.

Q159 Chairman: Mr Golletz, has the RDA looked at
the impact on freight of something like Crossrail?
Mr Golletz: Crossrail is not aimed at freight.

Q160 Chairman: No, it is not, but has anybody
looked at it and considered whether or not it will
have any impact upon any of the planning for the
movement of goods and persons?
Mr Golletz: Not to my knowledge.
Chairman: I take it, the silence really means no. You
have been very helpful, gentlemen. Thank you very
much indeed.



3524742015 Page Type [O] 22-01-07 09:45:17 Pag Table: COENEW PPSysB Unit: 1PAG

Transport Committee: Evidence Ev 65

Monday 20 November 2006

Members present:

Mrs Gwyneth Dunwoody, in the Chair

Mr David Clelland Mr John Leech
Mrs Louise Ellman Mr Lee Scott

Memorandum submitted by the National Union of Rail, Maritime and Transport Workers

RMT SUBMISSION TO THE DEPARTMENT OF TRANSPORT
PORTS POLICY REVIEW CONSULTATION

The National Union of Rail, Maritime and Transport Workers welcomes the opportunity to make brief
comments on the above consultation paper.

The RMT is very active in this sector and we are committed to a thriving ports industry. Having vibrant
and competitive ports is essential to ensure that the UK Ports Industry has the necessary capacity to deal
with vast amounts of traYc and play its wider role in the economy.

Ports cannot be looked at in isolation and we hope that this review will provide the necessary opportunity
for Government to provide the strategic direction for the industry.

The Union is not in a position to answer all questions contained within the consultation exercise.
However, in addition to our comments relating to the importance of strategic direction as mentioned above,
we do provide brief evidence supporting investment that will improve rail links to key ports. Where these
specifically relate to the questions in the document they are listed in this way.

Question 1.1

Do you agree with the main focus of the review?

The review covers all the issues but there should be more focus on a national strategic framework for
UK ports.

Question 4.1

Do Ports significantly stimulate wider local employment and regeneration?

Traditionally ports have been the centres of thriving maritime communities with many people employed
at sea, Liverpool and Felixstowe being just two examples. Opportunities to work at sea have greatly reduced
in the last 20 years.

As an island nation, the sea plays an absolutely vital role in sustaining the economic lifeblood of the UK.
The maritime industry moves 96% (by volume) of all UK imports and exports yet it remains hidden from
the consciousness of many people despite the important role it plays in sustaining all our lives.

RMT hope that ports continue to provide the right framework for ships of various trades to use UK ports.
However we remain concerned over the future of UK maritime skills.

Question 4.2

What are the regional and territorial issues that national policy should address?

There is obviously a need for a regional policy input into any port development. However RMT believes
that regional strategies should work within a national policy framework set by Government and we are
concerned that there appears to be little emphasis on a national framework in the consultation document.

Government may decide that port expansion needs to take place away from the southeast and this can
only be done within the context of a national framework that gives priority to proposed developments
outside of this region.
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Question 5.2

Is Government doing enough to encourage traYc already using ports to make more use of rail and if not, what
further measures might be taken?

The Union believes Government can do more to encourage traYc using ports to use rail. We believe there
are clear environmental, social and safety benefits and many operators will testify to the reliability of
transferring traYc by rail from ports.

Tonne for tonne rail freight produces 90% less carbon dioxide than road transport and accidents on rail
are very rare when compared with the thousands of people killed or injured on Britain’s roads every year.
Rail freight can save thousands of lorry journeys and it is estimated that from Felixstowe alone over 275,000
containers a year are transported by rail.

A number of rail freight priority schemes have been put forward for consideration for Transport
Innovation Funding in 2008–09, and we hope that the benefits of rail for transferring intermodal and bulk
cargoes are recognised.

Research from Freight on Rail indicates that there is capacity for increased market share at the Haven
Ports and also at Southampton, providing capacity and capability enhancements are implemented for the
former, and gauge enhancements for the later. RMT supports W10 gauge clearance for rail freight to
connect with the deep sea ports of Southampton, Felixstowe and Shellhaven. We note that Network Rail
have outlined the benefits of gauge clearance at Southampton within the South West mainline route
utilisation strategy.

RMT believe that there is a strong case for the Government to bring forward early funding for special
projects such as gauge enhancements at strategic points in the rail network. This will encourage the use of
rail rather than the position currently whereby port developments are planned and transport links
discussed later.

It is also self-evident that rail capacity is very limited at Dover, one of the most significant ports in the
UK and investment here is an urgent priority. We would also remind the Department of Transport that the
ten year plan; “Transport 2010: the Ten Year Plan” (July 2000), promised the upgrading of freight routes
to major ports.

Question 5.3

Could Government, at acceptable cost, stimulate a step change in use of inland waterways and coastal shipping
to reduce HGV mileage?

We do not accept the assertion that coastal shipping will only oVer niche opportunities. We would refer
the Department to the recent House of Commons Environmental Audit Committee report on “Reducing
Carbon Emissions from Transport” which outlines the environmental benefits of transferring freight from
road to water. The report refers to the recommendation of the industry group, Sea and Water, which calls
for simplified planning processes for the development of UK Ports, and to identify sites for interchange
between road, rail and water.

RMT believes that in looking at long term solutions we must consider how the sea, beyond just coastal
shipping, can be used to transport increased amounts of goods. The UK Coast and much of our freight
carrying inland waterways are natural resources that are energy eYcient.

Long term maintenance is negligible and fully sustainable. The contrast with roads is significant.
Although greater investigation comparing all modes is necessary research from the organisation Freight on
Rail has shown that a county council with a typical road maintenance budget could save as much as £770,700
if traYc was switched from road to rail, and the saving for transferring to sea would be greater still.

The European Commission has estimated that freight will grow by up to 38% by 2010 and water has the
capacity to absorb much of this growth.

Questions 8.1, 8.2, 8.3

What steps should Government take to help realise the potential of smaller ports?
Is there evidence of widespread “accountability deficit” in the trust port sector?

RMT believes that these questions as tied up with the overall need for Government to provide strategic
direction to the industry. Expansion at a particular port may be deemed to be in the public interest. Should
a trust or municipal port require investment then there is no reason why Government should not assist if a
trust port is unable to borrow suYcient funds. Alternatively the local Government funding regime could at
a future date be amended for this purpose.
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We agree with the recommendations from the House of Commons Transport Committee in 2003 which
stated that ports need a regulatory framework which ensures that they are operated in a safe and
environmentally responsible manner. There is no substantial evidence presented of accountability deficits
in trusts ports and we suspect that these statements are likely to be motivated by companies with commercial
interests in the ports sector.

The Government should retain its existing influence in the six largest trust ports. The important criteria
is not the accounting mechanism but for Government to retain suYcient influence over key ports. Earlier
in this document we referred to the urgent need to transfer freight from road to rail from Dover Port, which
is of course one of the six larger trust ports aVected. Achieving this objective may require Government
assistance and intervention and so we certainly would not want to remove existing powers that may assist
this process.

We believe that ports should have the privatisation threat contained within the 1991 Ports Act lifted and
we would therefore like to see the compulsory privatisation powers of this Act removed.

Final Remarks

RMT hope that the review recognises the importance of promoting rail links at ports with suYcient
capacity and capability. The use of rail should be actively promoted and not solely dependent on the
agreement of the developer, unless of course it is to be condition of port developments with existing rail
capacity constraints. If the UK is to remain competitive with our European counterparts we need to ensure
that rail links to ports are of high quality.

In addition the Department of Transport should be seeking to promote coastal shipping so that a greater
market share is acquired and to undertake this we would urge the Department to consult the organisation
“Sea and Water” on measures to achieve this objective. We believe that promoting rail and coastal shipping
is in accordance with the Government’s environmental and social objectives for cutting carbon emissions
and reducing congestion.

Finally we see no evidence that trusts or municipal ports are distorting the ports sector market. In fact
Government needs to retain its existing control over the trust ports as we believe the ports sector needs a
strategic framework provided by Government. Expansion of the ports sector should be defensible on
environmental grounds and ports development can best be facilitated when it is linked into a wider
sustainable transport strategy.

27 October 2006

Memorandum submitted by The Bristol Port Company

Introduction

1. The Bristol Port Company (BPC) welcomes the opportunity to submit its comments to the Committee.
BPC, privatised in 1991, is UK owned but is not a publicly quoted company. It operates two docks, Royal
Portbury and Avonmouth. The former is the largest bulk port in the South of England.

2. Since privatisation, in excess of £380 million has been invested in new equipment and facilities.
Looking to the future, further expansion is planned. A Harbour Revision Order is therefore being sought to
permit the construction and operation of a deep water container terminal capable of accepting Ultra Large
Container Vessels, with a projected throughput of 1.5 million TEU per annum. In light of this, our
comments in this memorandum are aimed principally, but not exclusively, at container handling and
transport in the UK.

3. In our submission we reach the following conclusions:

— The role and value of ports continues to be underplayed in policy terms despite the fact that a
significant proportion of all UK freight journeys start or finish in ports (paragraphs 4 to 7);

— Forecasting seems to be based on out of date modelling information, and our own studies have
shown that all of the UK’s ports have a significant role to play in achieving the Government’s
policy objectives, not just those in the Greater South East (paragraphs 8 to 17);

— Based on our studies we also believe the impact of increasing freight volumes on the inland surface
infrastructure needs to be reconsidered to ensure the UK can meet predicted demand (paragraphs
18 to 22);

— Whilst we enjoy excellent road access to our main markets, we face diYculties with rail access to
the port, particularly with regard to reliability of service, and believe that significant investment
in rail infrastructure is required (paragraph 23).
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Is the General Policy Framework, as set out in The Future for Transport, Adequate for Port
Operations in the 21st Century?

4. In general terms, we think that The Future for Transport underplays the role of ports and, in
particular, the enormous pressure that the cargo tonnage that passes through them (573 million tonnes in
2004) brings to bear on the UK’s inland transport infrastructure.

5. The document acknowledges that UK ports overwhelmingly handle freight (as opposed to passengers)
and that freight volumes are growing rapidly. We are surprised, therefore, that ports are not mentioned at
all in the chapter on freight. This is despite the fact that a significant proportion of all UK freight journeys,
by road or by rail, start or finish in ports.

6. We feel, therefore, that placing ports, with little written coverage, in the chapter on Aviation and
Shipping, does not provide a coherent policy context. It is likely that a better sight of the freight transport
policy problems which confront government and industry would be possible if freight shipping, ports, road
and rail were considered together—as most commercial and military logisticians choose to do.

7. Quite apart from the higher level advantages that such a shift in emphasis would bring, it would also
indicate where (early) improvements might be made in the collection of freight transport statistics and in
UK freight transport modelling capability. We comment later on perceived weaknesses in both these areas
and the consequent diYculties this poses for policy development.

Is the Department’s Demand Forecasting Realistic?

8. In terms of container volumes we anticipate that the future outturn will be within or close to the range
forecast by the Department’s studies.

9. However, we have studied carefully the inland transport elements of the MDS models and have been
unable to reconcile fully the MDS outputs with BPC’s own research1 which we have carried out over the
last three years.

10. Our main study has looked in detail at recent (2005) data from haulage companies, which show the
origin and/or final destination locations for containers in the UK ie where the contents of the container are
loaded or removed. Importantly, our data and study methodology have been formally and independently
verified.

11. Separately, and in order to provide sensitivity tests on the main study findings, we have compared
them with another three datasets which show the recent locations of large new warehousing, supermarket
regional distribution centres, and the distribution of the UK population.

12. Together, all of this data indicates firmly that Bristol, the London container ports, and Liverpool are
best placed to meet the UK’s future requirement for a sustainable distribution system. Our studies also
illustrate that, conversely, and against received wisdom, Southampton and Felixstowe are less well located,
being more remote from the main UK markets. These outcomes do not match the MDS conclusions, which
deduce that the Greater South East (GSE) ports are best placed to service the UK’s container needs.

13. Consequently, we have tried to understand the reasons for these diVerences. We have not been able
to do this objectively. However, in subjective terms, we think that the use (in MDS’s mathematical models)
of old freight, customs and rail statistics dating from 1991 and 1999 may have skewed the results suYciently
to provide to the Department a picture of the UK inland distribution system that is not up to date.

14. We feel also that the MDS study does not recognise the rapid change which has occurred (and which
is still occurring), in the logistics industry. The main drivers of this change are, first, the major advances in
IT and communications. This now permits the owners of goods to track them all of the time from the
production factory, during worldwide transit and then to the point of sale. This ability highlights for
example, ineYcient matches between transport routes and the warehousing where freight is received at fixed
time slots. In particular, this can show which port of entry to the UK is the most eYcient in terms of cost
and time. At Bristol we are seeing, more frequently, instances where cargo owners are inviting shipowners
to use Bristol where this is not the latter’s preference. In these cases, the cost savings in inland transport
outweigh the additional costs of ship deviation.

15. The second trigger for change is given in a recent study of warehousing2 (which has a direct link to
the inland distribution to and from ports) that reports supply diYculties of land and labour. This major
study on UK warehousing shows that the lack of availability and high cost of both are forcing the location
of new warehousing to move to the periphery of both the Midlands and London areas. The study
demonstrates also that prospects for the Greater South East (excluding London East) are either average or
below average. This finding supports the output from Bristol’s earlier research.

16. A graphical representation of the study’s output is attached. This illustrates visually that most of
England from the M4 corridor to Yorkshire is predicted to contain much of the UK’s future inland
distribution activity. From a strategic transport perspective, this seems to indicate that if freight/containers

1 A brief synopsis of Bristol’s study results is attached.
2 Prime Logistics 2006–07. Published by Gerald Eve 2006. ( A survey of 400 UK property and logistics directors).
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are to travel the shortest distance, thereby attracting the lowest cost and environmental disbenefit, then
government policy should work to ensure that this large geographic area must be fed from ports on all sides
and not just from the GSE. If this is not done, then cost and environmental ineYciencies will multiply as
the rapidly increasing UK freight volumes travel longer distances than needed.

17. Consequently, having considered the combined implications of both Bristol’s and Gerald Eve’s
studies, our view is that all of England’s major ports (London, Southampton, Bristol, Liverpool, Humber
ports and Felixstowe) must be used to ensure that such a policy goal can be met. We would make the point
that while feeding the main UK container markets from the GSE ports may meet with the approval of some
shipowners, this works significantly against the needs of the UK’s inland distribution road network.

Will the UK have the Capacity to meet this Projected Demand?

18. If the three recently approved port developments in the Southeast of the UK are built, then there will
be, mathematically, adequate capacity in UK ports for the next 10 to 12 years. This will be dependant on
container growth rates being in line with the Department’s predictions.

19. We feel, however, that the ability of the country’s road and rail inland distribution system to absorb
the additional traYc is less assured. In our response to the previous question, we have provided qualitative
evidence which seems to indicate that a majority of England’s land area, except for those areas of the Greater
South East outside London, is already exhibiting signs of stress in terms of warehousing availability. As a
result, newbuild locations are now rippling outwards from these favoured areas. In addition, the Gerald Eve
survey (of 400 property and logistics directors) found that the most important transport issues when seeking
new logistics locations are road links and congestion.

20. Against this background, the Department forecasts predict that unitised Lorry tonne/kilometres will
double by 2030. This will increase the unitised share of all GB lorry freight kilometres by 24%. In these
circumstances, the ability of England’s roads to accept the large additional demand seems, at best, to be
unproven.

21. With congestion potentially expanding through much of England, logic would seem to dictate that
high level policy should aim to reduce the arithmetical value of GB Freight Lorry tonne/miles.
Consequently, because total future tonnage is predicted to increase markedly, then it seems (for port traYc)
that the only practical avenues open to policy makers are first, to reduce the average length of road haul
and, second, to shift more freight to rail. As far as the former is concerned, this means, as we have suggested
earlier, that the congested centre of England should be fed from ports at all points of the compass.

22. Unsurprisingly, we take the view that feeding this area principally from ports in the Greater South
East will work against the objective of reducing lorry miles in England. This will consequently further
increase congestion and hence fail to meet the test posed by the requirement for sustainable transport.

Is Surface Access to Ports Adequate? What is Best Practise?

23. Adequate access to ports by road or rail is an important driver of port eYciency. BPC’s experiences
can illustrate this point.

(a) Coal Imports—Movement by rail

BPC’s capacity to handle coal imports is dictated by the rate at which its handling system can deliver coal
from the ship to the stockyard; by the size of the stockyard; and by the rate at which trains can haul coal
away from the stockyard. At present BPC’s coal imports are running at an annualised rate of six million
tonnes. This is being achieved despite a (highly unsatisfactory) train cancellation rate of about 25%, and
also despite the fact that Bristol, unusually, is served by two quite separate rail routes. This cancellation rate
by the train operator has been at this level for the past two years. However, during this coming winter we
expect annualised import volumes into the stockyard to peak at about 10 million tonnes. The port’s
infrastructure can handle this volume, but with a 25% cancellation rate, the rail operator will almost
certainly not cope with the additional demand. At Bristol, current rail standards are not adequate in serving
this element of the UK’s freight distribution needs. Significant improvements in rail eYciency and capacity
are therefore needed if national energy demands are to be met.

(b) Road Access

Whilst we are aware of the shortcomings and strengths of the surface transport links of other ports, we
can comment only on Bristol Port’s connections to the UK road network. In all respects, surface access by
road to both of Bristol’s docks is nothing short of excellent. Substantial and continual motorway and bridge
building around the port during the past 15 years have transformed the local and regional network. Where
traYc bottlenecks and congestion were once frequent and severe, and with no alternative routes for traYc
to use, there are now only minor and infrequent diYculties.
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Both of Bristol’s docks have their own immediate motorway junction on the north/south M5 which serves
the Midlands. The east/west M4 is within four miles, and connects to the M4 corridor and West London.
The M49 to South Wales is also immediately adjacent to the port. This provides also an alternative route
to the Midlands via a joining dual carriageway in South Wales which in turn leads to the M50. Importantly,
all these roads are classified as “low congestion”.

In summary, Bristol Port enjoys unrivalled and highly eYcient road access to the principal markets in the
south of the UK, the Midlands and South Wales.

Conclusion

24. BPC believes the Committee’s inquiry will be an important element of the Government’s ports policy
review and we are pleased to contribute to the ongoing debate. As noted above, we believe that the
importance of ports has been underplayed by successive Governments for many years, being overshadowed
by continuing problems in other sectors, particularly rail.

25. We very much hope this submission will show the strengths of Bristol Port and the vital role it plays
in the economy of, not just the south west, but the whole of the south of England.

18 October 2006

Annex A

UK INLAND CONTAINER TRANSPORT PORT HINTERLAND COMPARISONS

Background

In addition to the container location study, we have used other criteria to back up Bristol’s excellent
location.

Methodology

1. Major UK container ports are defined as those currently in operation or with proposed expansion
as follows:

(a) Tilbury—Includes also London Gateway and Thamesport.

(b) Southampton.

(c) Bristol—Proposed deep water terminal 16 metres.

(d) Teesport—Proposed container terminal.

(e) Felixstowe.

2. The boundaries of the hinterland of each port are delinated by lines which are equidistant (as the crow
flies) from adjacent ports.

3. The geographical position of the “UK market” is defined by a number of indicators and proxy
indicators as follows:

(a) The locations of new warehouses over 10,000m2 take up during the period 1995–2005. This
location data were provided by King Sturge.

(b) The location of the Regional Distribution Centres of all UKs major supermarkets.

(c) The distribution of the UKs population. (Because this is only an indirect indicator this has not
been included in the comparator table.)

Comparisons

Using the data on the attached maps, which show the port hinterlands and each of the proxy indicators,
a simple score sheet (attached) has been drawn up. This sheet compares how close each major container port
is to the UK market.

BRISTOL CONTAINER STUDIES

In 2004, Bristol Port Company (BPC) undertook an exercise with Maritime Transport Ltd to identify the
location where import containers were de-stuVed and export containers stuVed. Maritime Transport
provided details of 50,000 lorry moves in the last quarter of 2003. These figures were augumented for
Freightliner volumes with the intention of producing a UK container map. This was plotted using 100 dots,
each dot representing 1% of the market. The results of the study were generally accepted by the shipping
industry as being, as far as is practicable, correct.
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In 2006, BPC embarked on a new exercise using 180,000 moves, all Maritime Group’s movements from
January 2005 to May 2006. These moves are exclusively loaded boxes from port to the warehouse where
they are destuVed and loaded boxes from point where they are loaded to port where they are exported. There
is no diVerentiation in this study between 20 foot and 40 foot boxes.

The second study showed a significant shift away from overland transport to transshipment, when serving
the North-East of England and Scotland. Since our interest was in the South of England, and since the bulk
of the transshipment was taking place on the Continent, we decided to use this pure data which we believe
is very representative. Maritime Transport has depots in Felixstowe, Tilbury, Thamesport, Southampton,
Bristol, Liverpool, TraVord Park, Hams Hall and Leeds, giving an excellent spread from Yorkshire
southwards. We belive that the figures for the North-EAst are light but the market from Yorkshire down
is representatively covered and illustrates the geographic area that Bristol, or any of the southern English
ports would hope to serve. Maritime Transport’s share of the market is about 5% and since they are located
in Leeds, Hams Hall and TraVord Park, they generally pick up rail deliveries. Maritime have no depot in
South Wales where this is also an active Freightliner terminal and therefore South Wales numbers have been
rounded up to take account of this.

Maritime Transport is, we believe, the largest pure container carrier in the UK and we are unaware of
any particular bias which may exist in their liftings. Accordingly, we believe the resulting map, which is
attached, to be a robust graphical representation of container destinations and arisings in the UK. The data
inputs and methodology used in the study are currently awaiting independent audit.

This study shows that savings in inland transport using Bristol rather than Felixstowe to the whole of the
Southern British market are £82 per container on a round trip basis. This gives an inland cost saving of
£41,000 (1,000 moves) when using Maersk Lines’ road haulage tariV.

The additional cost of deviating to Bristol on 5,000 TEU ships at 24 knots is £23,743. (Ship and bunker
costs provided by Howe Robinson.) This means that the door-to-door savings using Bristol rather than
Felixstowe are £17,257 or £17.26 per box moved with many millions of sensitive lorry miles saved.

18 October 2006

Memorandum submitted by PD Ports plc

1. Executive Summary

1.1 PD Ports (PDP) is delighted that the Transport Select Committee has decided to hold an inquiry into
the UK Ports Industry. For nearly two years, PDP has been campaigning for a joined up national ports
policy that recognises the important role that ports can play as a catalyst for regional regeneration, as well
as the environmental benefits they can oVer in reducing lorry miles by taking freight oV UK roads through
direct ships calls to regional UK ports.

1.2 At a time when the South East of England is already very heavily congested, we strongly believe that
UK ports policy should put environmental considerations first and actively promote the development of
additional UK ports capacity in the regions, before allowing any further development to take place in the
Greater South East.

1.3 To achieve this, we do not believe the ports industry needs Government subsidy—it needs a
supportive policy environment. Our main objectives from a revised ports policy are:

— The Government should prioritise environmental factors such as congestion.

— A supportive approach to infrastructure investment in regional transport networks, in which
private investment is supported by strategic investment in the regions from Government.

— A streamlined planning approval process for major infrastructure projects, especially ports.

1.4 It is essential that future ports policy prioritises environmental issues, because the result of the current
policy has been to encourage port development in the Greater South East where congestion is greatest. We
believe that a revised policy should actively support the development of container terminals in the regions,
as this would both reduce congestion and boost regional regeneration. By way of example, creating the
Northern Gateway at Teesport could remove over 900,000 containers of further growth from congested
roads in the Greater South East. In turn this would save over 150 “food miles” per container—a reduction
in over 70 million lorry miles per annum.

1.5 To enable us to address these issues in more detail, we have focussed our submission on the following
key questions set out in the terms of reference for this inquiry:

1.5.1 Is the general policy framework, as set out in The Future of Transport, adequate for port operations
in the 21st century?

1.5.2 Is the Department’s demand forecasting realistic?



3524742017 Page Type [E] 22-01-07 09:45:17 Pag Table: COENEW PPSysB Unit: 1PAG

Ev 72 Transport Committee: Evidence

1.5.3 Will the UK have the capacity to meet this projected demand?

1.5.4 What is the impact of ports on regional development strategies?

1.5.5 Is surface access to ports adequate? What is best practice?

2. Introduction

2.2 PD Ports is the owner, harbour authority and largest operator of the UK’s second largest port,
Teesport, as measured by volume of cargoes handled [56 million tonnes in 2005]. As well as operating on
the Tees, PD Ports has significant port activities in the Hull and Humber region including operations at Hull,
Immingham, Grimsby, Keadby and Howden. We have annual ports related revenue of c £120 million per
annum and employ c 1,200 staV in UK ports and logistics facilities.

2.3 PD Ports recently submitted plans including a HRO application for a new Deep Sea container
terminal at Teesport. If successful, the development would bring £300 million of investment to the North
East and create an estimated 500 new dock-related positions, plus a further 5,000 indirect jobs within the
ports, logistics and shipping sectors.

3. Ownership of Ports in the United Kingdom

3.1 PD Ports, in common with other UK port operations, are now owned by an overseas based parent.
In our case this is the Australian quoted company, Babcock and Brown Infrastructure. We do not believe
that this ownership poses any concern and in fact provides the basis for the funding of the £300 million new
deep sea container terminal as well as other projects vital to the future of the Tees Valley.

4. Is the General Policy Framework, as set out in The Future of Transport, Adequate for Port
Operations in the 21st Century?

4.1 The Future of Transport recognised the importance of sustainable port development and noted that
container traYc is currently concentrated in the South East of England—which places great pressure on the
surface networks. Emphasis was also placed on ensuring that new developments have minimal impacts on
the environment.

4.2 We believe this is the right approach, but that the current policy framework, including the Ports
Policy Review consultation published earlier this year, does not go far enough to ensure such environmental
objectives are realised.

4.3 We agree that the UK needs more port capacity to deal with increased international trade,
particularly with the Far East, but we also need a joined up approach that recognises the contributions that
the regions can make. The over-reliance on Greater South East ports, such as Felixstowe and Southampton,
has led to congestion in the South whilst at the same time, economic growth in many parts of the North,
especially the Tees Valley, has stalled.

4.4 Over half of the deep sea containers landing at southern UK ports are in fact destined for delivery
north of Birmingham.

4.5 The Ports Policy Review therefore presents the Government with a crucial opportunity to take tonnes
of freight oV Britain’s congested roads and stimulate regeneration in the regions. If we are to ensure that
our ports policy is not only able to provide the facilities and operations that the maritime and shipping
industry will require in the 21st century, but is also able to tackle social, economic and environmental issues,
it is essential that this opportunity is not missed.

5. Is the Department’s Demand Forecasting Realistic?

5.1 The most recent modelling on this issue was undertaken by MDS Transmodal as part of the
Department for Transport’s Ports Policy Review consultation.

5.2 PD Ports feel that the MDS forecasts [!4% pa to 2030] for lo-lo container traYc growth are a little
below those anticipated by ourselves and our colleagues and contacts among the global shipping lines and
terminal operators. We believe the forecasts, especially those of regional port flows, take inadequate notice
of other external factors such as changes to supply patterns, diVerent labour and warehouse costs by region,
road user pricing etc.

5.3 It also concerns us that the MDS research does not recognise the commercial demand from shippers
for direct calls to regional ports. PD Ports has evidence from a number of shipping lines that they would be
prepared to make direct calls to Teesport if the facilities are available. Furthermore. it is clear from recent
developments such as the opening of a new ASDA Wal*Mart import and distribution centre at Teesport,
that there is a commercial demand from the supply chain to bring goods ashore close to the point of use, to
cut down on transportation by road.
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6. Will the UK have the Capacity to Meet this Projected Demand?

6.1 Whilst the UK does not currently have the capacity to meet this demand, there are a number of port
expansion plans for the development of deep sea container terminals, that if approved, would help to meet
this demand. This includes regional developments at Liverpool, Teesport and Bristol.

6.2 However, the committee will be aware that the applications which have already been approved are
currently located around the Greater South East area, at Bathside Bay, Harwich, Felixstowe South and
minded to approve at London Gateway.

6.3 It is on this basis that PD Ports originally campaigned for the Ports Policy Review to be put on hold,
until all of the existing applications, including ours, had been submitted, so that the full regional picture
could be considered.

6.4 As you may know, the Department of Transport originally declined to do this, stating that it would
publish the consultation after decisions had been made on the three applications above. We were therefore
surprised that the Ports Policy Review was in fact published in May 2006, despite the fact that a decision
on London Gateway is still outstanding in October 2006.

6.5 In terms of how this aVects capacity, current UK port capacity will struggle to cope with projected
demand until 2010 when the first of the new capacities can come on stream at Felixstowe (!1.5m teu new
capacity). Thereafter Liverpool (!0.6m teu) and Teesport (1.5m teu), if approved, could very probably be
open before either Harwich (!1.8tm teu) or London Gateway (!3.5m teu).

6.6 This is because in light of the existing congestion, very considerable inland infrastructure
improvements are needed before either could be successfully opened, and once again this demonstrates the
importance of taking the broader environmental and regional issues of ports development into close
consideration.

6.7 We would also note that beyond 2010, it is unlikely that the UK will have adequate capacity unless
further new schemes are forthcoming.

7. What is the Impact of Ports on Regional Development Strategies?

7.1 As we have already set out, we strongly support the view set out by the ODPM in the Northern Way,
that ports can play an essential role as a catalyst for regional development.

7.2 However, it is our view that the eVectiveness of regional development strategies are significantly
hampered currently by the absence of a clear and unequivocal endorsement by Government of the role of
regional ports both as national assets and as key regional economic drivers. There is a clearly perceived
disparity between the policies in regional plans and the decisions, funding allocations and policy initiatives
adopted by Central Government, which have tended to focus on or favour port development in the Greater
South East.

7.3 We believe that the environmental and regional issues at stake are of such significance that it is
essential that Government policy defines preferred regions for port expansion. This will help ensure that this
important opportunity to reduce congestion, cut food miles and thereby reduce CO2 emissions is not missed,
and as many of the development sites available in the regions are on brownfield land, it will also help to
reduce the amount of development on greenfield land.

7.4 The Ports Policy Review is the most substantial opportunity for years for the Government to review
the national network of ports. It is vital that future ports decisions are based upon joined up thinking
between Government departments that incorporate key objectives across the economic, regeneration, social
and environmental agendas.

8. Do Smaller Ports have an Independent Future? When Should the Department Intervene?

8.1 Smaller ports have a role to play but often limited to localised and specific cargoes such as aggregates,
china clay ie usually bulk cargoes such as minerals and ores.

9. Is Surface Access to Ports Adequate? What is Best Practice?

9.1 Access to ports is a crucial part of our argument for a more joined up ports policy. In local terms,
our planned development at Teesport could require the upgrading of a local access road, and the upgrading
of a local rail spur by gauge enhancement. As we would be building on brownfield land, there are very few
environmental issues, and the impact on the local area would be limited. On this basis we have the full and
vocal support of the local community, who stand to benefit substantially from the increased employment
opportunities in an area with long term problems stemming from high levels of worklessness.
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9.2 It is vital that the impact of additional ports capacity is considered carefully in terms of its impact on
local transport links and the environment. As we have already set out, the Greater South East area is already
heavily congested, which is leading to busier roads, more pollution and an overheated economy, so it makes
no sense to further add to this congestion by increasing ports capacity there, when there is plenty of future
capacity which can be cost eVectively created in the northern regions.

9.3 Shipping goods destined for northern consumers and retailers directly to Teesport, would save over
150 “food miles” per container—which equates to a reduction in over 70 million lorry miles per annum. In
addition, we believe that Government should stimulate a continued switch from road to rail wherever
possible, particularly through rail gauge enhancement, and also from road to coastal shipping in order to
utilise opportunities for transhipment which is a more environmentally sustainable form of transport and
would reduce both road and rail transport.

9.4 With regards to the funding of surface access upgrades, there are a number of important factors. PD
Ports believe that Government must take a strategic view of the road and rail infrastructure serving ports,
as they have done with airports. If the social, economic and environmental agendas we are campaigning for
the Government to adopt are to be met, then realistically, ports and ports related traYc flows must be
considered in the context of wider policy objectives and in conjunction with other major developments in
each region.

9.5 This is particularly important to smaller developing ports and operators. An existing large operator
such as Felixstowe may be able to pass the cost of enhancements to the rail or road access onto its existing
wide base of clients, but a new emerging port would not have the same existing business base through which
to spread upgrade costs. Thus the big would always get bigger and in eVect this is and would continue to be
a barrier to competition.

10. How can Ports Reduce their Environmental Impact? Should there be a Duty on all UK Ports
to be Carbon-neutral?

10.1 UK ports are already subject to considerable policies and regulations concerning environmental
impacts via such bodies as the Environment Agency.

10.2 The high cost of UK energy which is used in ports’ operations already means that port operators
are exploring alternative energy sources such as wind farms as well as supporting new technologies such as
biofuels with the handling of imports of renewable crops such as wood chips.

11. Are Safety Measures Adequate?

11.1 PDP believe that there are adequate safeguards already in place to help operators ensure that safe
practices rule in UK ports.

11.2 PD Ports has recently completed its own very thorough safety training programme for all port staV
who have thereby achieved NVQ Level 2 in Health and Safety in the Workplace and in Dock Operations.

12. Are the UK’s 74,000 Ports Workers Adequately Protected and Working in Good Conditions?

12.1 PD Ports regularly reviews its working environment and has for example invested in award winning
training programmes that have helped improve educational and skills attainment by the PDP workforce as
well as improving safety awareness among all employees. This training has resulted in improved safety
records and also achieved suitable qualifications for many staV.

13. Conclusions

13.1 The development of regional ports services, through both direct calls, and transhipment, is essential
for the sustainable growth of the UK Port Industry.

13.2 The Government must use the Ports Policy Review consultation as an opportunity to review the
environmental, social, economic and regional opportunities ports expansion create, and develop a strategy
that exploits these benefits.

13.3 National environmental considerations, such as congestion, lorry miles and CO2 emissions should
be considered in ports planning decisions, as well as local environmental impacts.

13.4 No further port expansion should go ahead in the Greater South East area, until opportunities for
greater use of regional capacity have been exhausted.

18 October 2006
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Supplementary memorandum submitted by PD Ports plc

I am writing to thank you for taking the time to let me update you on PD Ports’ position on UK ports
policy and our views in relation to the Transport Select Committee’s forthcoming inquiry into the UK Ports
Industry. It was a pleasure to meet you and discuss some of the important questions the inquiry will raise.

I also thought it would be helpful to set out in more detail our position on two of the key issues we
discussed—first the practicalities around the deviation of ships to Northern ports and second our views on
whether larger container ships will call at UK ports.

As I set out on Friday, PD Ports firmly believe that deviation of ships from the Greater South East to a
Northern port such as Teesport is both practical and desirable. To help demonstrate this, I have attached
a slide that shows how a three port rotation including Teesport instead of Felixstowe, would add 300
nautical miles to the journey, but add only seven hours onto the typical 56 day sail from the Far East. This
is because although the distance is further, there would be a lower proportion of time taken in queuing to
enter a port and dock.

In terms of financial impact, typically a 6–8,000 teu ship costs $20,000 per hour to operate. Therefore the
cost of the added sailing time would be seven hours multiplied by $20,000, divided by say the third or 2,000
teu of cargo that is destined for the UK. This results in a cost of $70 per teu. Given that unloading containers
destined for the north at Teesport typically saves 150 miles or £150 in inland road haulage costs, we are
confident that there will be no extra cost to shippers and that we can save a great deal of CO2 emissions.

You also asked about concerns for UK calls if major deep sea lines only operate container ships of say
10,000 teu or larger. None of the existing port plans (Felixstowe, Bathside Bay, London Gateway and
Teesport) envisage coping with such “giants”. The current generation of 8,000 teu ships require circa 14.5
metres depth in the approach channel rather than the 16 to 16.5 metres required for a 10,000 teu vessel.
Therefore the option, if commercially viable, is for UK ports to request approval for extra dredging. On the
Tees this is possible but could be expensive. We will have a 14.5 metres channel and 16 metres at the berth
pocket. We already handle 200,000 tonne ships for coal, iron ore and petrochemicals, but we doubt that a
10,000 teu ship will target Northern ports for the foreseeable future, as these giants would want to hit the
bigger ports such as Rotterdam and for the UK will want to be nearer to major conurbation of London.

I do hope that this information is useful, and if you would like further information on this, or any other
matters relating to the inquiry please do not hesitate to contact me. As I said on Friday, we are very keen
to have the opportunity to give oral evidence to the Committee, particularly on the role of regional ports in
reducing congestion and promoting environmental sustainability as well as local regeneration.

25 October 2006

Witnesses: Mr Tony Donaghy, President, and Mr Bob Crow, General Secretary, RMT, Mr Simon Bird, Chief
Executive, and Mr Niels Westberg, Haven Master, The Bristol Ports Company, and Mr David Robinson,
Chief Executive, PD Ports, gave evidence.

Chairman: Good afternoon. May I begin by
apologising to you all because, of course, one
problem we had was that Her Majesty’s
Government chose to prorogue the House of
Commons, thus ensuring that we could not have
our last committee. I do not think it was deliberate
but it did mean that we had to rearrange and we
are very grateful to you for agreeing to a diVerent
date. We do have one little piece of housekeeping
to perform before we start, members having an
interest to declare.
Mr Clelland: I am a member of Amicus.
Mr Leech: None.
Chairman: Gwyneth Dunwoody, ASLEF.
Mrs Ellman: Member of the Transport and General
Workers’ Union.
Mr Scott: None.

Q161 Chairman: Thank you very much.
Gentlemen, I am going to ask you first to identify
yourselves for the record and then if anybody has
got anything they want to say before we begin
perhaps they would indicate. We will otherwise
then move on to questions.

Mr Donaghy: Tony Donaghy, RMT.
Mr Crow: Bob Crow, RMT. I have just a small
statement, Chairman, when you are ready.
Mr Westberg: Niels Westberg, The Bristol Port
Company.
Mr Bird: Simon Bird, The Bristol Port Company.
Mr Robinson: David Robinson from PD Ports,
operator of PD Teesport in the north of the UK.

Q162 Chairman: Thank you very much. Mr Crow,
would you like to begin by making your statement?
Mr Crow: Thank you very much, Chairman. The
National Union of Rail, Maritime and Transport
Workers is committed to a thriving ports industry
and it is essential that the UK ports have the
necessary capacity to deal with the increase in
amounts of container traYc and play their wider
role in the economy. It is regrettable that so many
ports are now in private hands. However, RMT
still believes it is important for the Department for
Transport to take a more proactive approach to
our ports industry. Important questions have to be
determined on the requirement for investment and
whether this new capacity should be outside the
south east region. A national policy we believe is



3524742019 Page Type [E] 22-01-07 09:45:17 Pag Table: COENEW PPSysB Unit: 1PAG

Ev 76 Transport Committee: Evidence

20 November 2006 Mr Tony Donaghy, Mr Bob Crow, Mr Simon Bird, Mr Niels Westberg and Mr David Robinson

required. The other question to be determined is
how the traYc is transferred inland by rail, road or
coastal shipping. There are a number of important
rail upgrades needed at existing ports and we would
also like to see the Department for Transport
encourage where possible the use of coastal
shipping. Increased use of rail will support current
government policy, seeking more environmentally
friendly modes of transport. My union would also
like to see a mandatory port safety code in place
and a professional police force dedicated to the
ports.

Q163 Chairman: That is very helpful and we will
come on to various bits of that for all of you. Dr
Ladyman said, “We are not in the business of fixing
what ain’t broke”, which, apart from his appalling
English, seems to be a fairly straightforward
statement of policy, but is it a fair assessment of the
ports industry? If the Government thinks “it ain’t
broke”, do you think that is true, Mr Robinson?
Mr Robinson: It is not broke. We move something
like 550 million tonnes of cargo through our British
ports and the combination of private ownership
and investment over the course of the last 50 years
or so has transformed them into being some of the
most productive ports in Europe and the world as
a network. The investment that has gone into ports
by the private sector over the last 10 to 15 years
has been well documented by the UKMPG, for
example, and that is significant. It is not just about
container ports either. It is about bulk ports and
ports that service the wider economy, an industry
in the UK that is particularly relevant in the north,
for example.

Q164 Chairman: Mr Crow, you do not necessarily
agree with that?
Mr Crow: No. We think that there should be a
national framework and we believe there is too
much emphasis placed on the south east. We
believe that there should be a framework looked at
where work could be diversified when the amount
of industry needs to be exchanged, and also to link
into coastal shipping for moving particular goods.

Q165 Chairman: It has been two years, gentlemen,
since the announcement in the 2004 White Paper
of a ports review and there were two years between
that and the publication of the actual consultation
document. Was that too long in your view?
Mr Bird: I do not think so, no. The ports
policy review as a consultative document was
comprehensive. We responded in a similar vein to
the questions raised. A lot has gone on in those two
years, of course, with the applications for the
capacity in the three ports that the Government has
managed to improve. The ports policy document is
a welcome document and we look forward to
hearing the output in the early part of next year.

Q166 Chairman: Does it address the right areas?
Mr Bird: In our opinion, yes, it does address the
right areas. It is asking for views and we have
certainly given our views. There was a document

issued by the Department for Transport last week
as a summary of the views of all those who
responded and I think that is quite an accurate
document to read.

Q167 Chairman: Are trust ports suYciently
accountable to stakeholders? If there is increasing
investment, and you have mentioned this, a lot of
it will be by investment companies and there is a
danger that the ownership is going to be very
remote from the sharp end of the business. The
day-to-day operations will be running on one level
and the people actually putting the investment and
the money in may be very much removed, so are
they suYciently accountable, if they are trust ports,
to the people who are putting the money in, the
stakeholders?
Mr Robinson: If I could take Teesport, for example,
it was a trust port up to 1991 and at that point
it was privatised by the then Conservative
Government. There was a huge amount of
investment that went into that port prior to 1991
through the stakeholders, the industry that sat
there, and since that date there has been a
significant amount of investment go in as well, so
we do not see that the ownership issue of ports is
a significant hurdle or bottleneck towards its
expansion.

Q168 Chairman: But let me put to you that ports
traditionally use large areas of land and represent
a very attractive target for people that want to sell
oV the ports and use the land for other purposes—
for house building, for commercial reasons. What
is to safeguard our ports and our wharves from that
kind of development?
Mr Robinson: If you take a wider look at the ports
industry in the UK and around the world you will
see that a lot of ports which have been within cities,
the Port of London, for example, have moved out
towards greenfield or brownfield sites over the last
24 years.

Q169 Chairman: I am going to stop you there. I am
not arguing that there are not cases for selling oV
old sites and building new ones. I am asking you
something else. If the trust port is getting its
investment from an investment bank or from a
group of investors that are not involved in the day-
to-day operation of the port what is to stop them
moving towards a wholesale sale of what could be
an essential port?
Mr Robinson: There are strategy rights for the port
authorities to operate the ports, of which we are
one, as are most of the people that operate ports
in the UK.

Q170 Chairman: And how strong are they?
Mr Robinson: They are pretty strong in the context
that they have to operate a port in such a way that
gives free access to vessels of diVerent types.
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Q171 Chairman: But what sanctions can I apply?
Mr Robinson: To be fair, Chairman, I do not know.
It has not been tested yet. I could not comment
on that.

Q172 Chairman: Mr Westberg?
Mr Westberg: As far as trust ports are concerned,
our view is that they have been delivered by history
to us and we think they could well be privatised
without any backwards looking.

Q173 Chairman: That is a view of the right to take
them over, but history is not always a very good
guide. Is the Government’s attitude of non-
intervention a help or a hindrance to their growth
and development?
Mr Westberg: Of the ports industry as a whole or
of trust ports in particular?

Q174 Chairman: Of trust ports in particular but
also of the industry as a whole.
Mr Westberg: Non-intervention seems to have
worked, certainly since the privatisation of the
ports, and I would endorse what my colleague from
Teesport said, that the ports industry has done well
since then.

Q175 Chairman: Mr Bird, should we protect
trust ports?
Mr Bird: I would suggest not. If the market needs
a port to grow it will grow. Certainly in the Bristol
Port context the port was purchased by two
shareholders in 1991 from Bristol City Council and
we have invested over £380 million in that time.
The business has tripled in terms of its throughput.
Bristol City Council still remain as shareholders
and have a seat on the board. We employ 600
people. We create over 7,500 jobs for those
indirectly involved with the port as well, so it is
a success.

Q176 Chairman: There you are, Mr Crow.
Capitalism red in tooth and claw has delivered
everything we need.
Mr Crow: If you believe that you believe anything.
The reality is, where are the people coming from?
The trouble is, with all these property developers
and these big investment tycoons that are behind
these developments, they will judge whether they
want the port to move goods or whether they
believe they can get a more lucrative return in the
form of building housing and other areas. Our view
is that they should be protected because also—

Q177 Chairman: How? How are we going to do it?
Mr Crow: What we are sitting here for today—on
the basis that legislation comes in to protect these
things, because if people are talking about the
environment in years to come, or are talking about
the environment now, then quite clearly we do not
want things to be moved by road any more than
they should be. What we should be looking at is
how best we can develop rail links and coastal
shipping links to link up with these ports.

Q178 Chairman: Are you suggesting that that will
only be done on a non-commercial basis?
Mr Crow: No, it can be done on a government
basis.

Q179 Mr Clelland: Mr Westberg, given the fact
that, say, the Port of Tyne, which is a trust port,
is so remote from the busy south east (which
apparently is the only place that has developed
ports these days), if the Port of Tyne were to be
privatised or bought by private investors are you
telling me that would be good for the ports or good
for the investors?
Mr Westberg: If I might change my answer to suit
another question, I believe it is the market which
should dictate which ports will be successful.

Q180 Mr Clelland: But is that not a very short term
view? If the markets determine, for instance, as they
apparently are doing at the moment, that the south
east is the place where the ports should be
developed, and they become so busy that they
cannot handle the traYc and turn it round in time
so it has to go elsewhere, but elsewhere has then
been bought up by investors and they have built
houses all over it, how is that going to be good for
transport in this country?
Mr Westberg: I do not think the fact that a port is
in diVerent ownership will dictate where the traYc
will go. If the market says that a port should be
successful then, all other things being equal, I
believe it will be.

Q181 Mr Clelland: There should not be any degree
of forward planning then by Government? It
should all be left to the market and it will all be
okay?
Mr Westberg: That is our belief.

Q182 Mrs Ellman: Do you agree with the
conclusions of Transmodal’s work on demand
forecasting?
Mr Robinson: The short answer is no. They are
predicting a growth rate of round about 4% a year
in the volume forecasts. Since 1994, the last 12
years, it has grown at 7% a year. There is strong
evidence to suggest that the growth rates of
containerised traYc are likely to be in the order of
5.5 to 6% a year, which is also significantly diVerent
from four. That strong evidence is in a number of
reports, including our own investigations in the
market place.

Q183 Chairman: Sorry. You are just saying there
is 5.5 to 6% with containers?
Mr Robinson: Yes, based on a TEU count. The
single most important piece of evidence is that the
shipowners, who move these containers around the
world, are investing huge amounts of money—I
mean multi billions of pounds—to regenerate their
fleets and build new capacity to bring in the goods
in terms of global trade, so we would expect to see
round about 5.5 to 6%, and we would say that their
estimates are very conservative.
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Q184 Mrs Ellman: Are there any other comments
on that forecasting?
Mr Bird: I broadly agree with David here on my
left: not conservative but it is probably on the low
side of the growth. Could I just comment also on
something that Mr Crow has picked up in terms of
the south east location for port expansion? We
would disagree with the MDS assumption that the
shipping lines will not deviate from the deep sea
routes to access west coast ports, or indeed
northern ports.

Q185 Chairman: Why?
Mr Bird: Certainly a lot of work has been done by
MDS in coming up with their assumptions and the
problems they have produced, but certainly in
Bristol Port we try to make a very detailed analysis
of where the container market is in the UK. By that
I mean where does a container complete its journey
in terms of the cargo coming out of the container,
or where did it start its journey? We have taken
about 180,000 physical lorry movements by
working with a company called Maritime
Transport, which represents about 5% of the
container haulage market, and we have plotted
those across the UK. I am sure it will not surprise
you that the bulk of the cargo is destined for the
Midlands area generally. Certainly London is a
large consumer of cargoes and also a generator,
given that a lot of cargo going out of this country
these days is scrap, but in terms of the assertion
that MDS makes that deep sea container lines
would not deviate from the main shipping lines, we
would disagree with that.
Mr Robinson: I would concur with that.

Q186 Mr Leech: At the last session the
representative from Maersk said the opposite of
that. He suggested that if there were going to be no
additional capacity in the south east, rather than
go to other ports throughout Britain they would
choose to go to the continental ports. Why do you
disagree with his view when he is from one of the
biggest companies moving the ships?
Mr Bird: He is from the biggest company moving
the ships, Maersk, but I know Søren Friis very well.
I have had the discussions we are having here with
him very recently, but Maersk also has customers
and if you look at a statement from the Managing
Director of Maersk in the UK, I think it was two
weeks ago, he talked about his desire to target
Tesco as a cargo. If you have enough volume on
those ships then as a cargo owner, if you are going
to see road cost savings in terms of moving your
containers around the UK, the cost of those savings
will be greater than the cost of deviating the ship
away from its main shipping lines. We have
submitted some evidence to the Committee backing
up that statement and I suggest that Søren Friis
would agree with me if that question were put to
him. As a shipper I can quite understand he would
rather not deviate, but he has got a customer who
controls significant flows of cargo.

Q187 Mr Leech: So what do we need to do to
persuade him that deviating to other ports outside
of the south east is a good thing?
Mr Bird: I do not think you need to do anything.
The market will decide that.

Q188 Chairman: Back to our market again.
Mr Robinson?
Mr Robinson: I am going to give a slightly
contentious view, but one that we firmly believe in
at PD Ports is that the market will ultimately
decide. If you deliver a product into the market and
it gives a good service to the right market place it
will ultimately be successful. The ports policy
review is a great opportunity for this Government
to put a blueprint down for overall port strategy in
the UK, be it from private investment or trust port
investment, which ultimately looks at other factors,
not just the physical location of container
terminals, because that is the debate we are having
at the moment, but also at environmental issues,
social and economic issues and transportation
issues, so that there is not a displacement of the
huge amount of additional investment that needs
to take place, for example, around the M25 to
ensure that, with the London Gateway, Felixstowe
South and expansions at Southampton, it does not
become of a car park than it is today. There are
big ports around the country which have spare
capacity. Teesport is one of them, Bristol is not
dissimilar, and they are a bit ironically classed as
regional ports, which is a bit unfair because
Teesport is the second largest port in the UK. We
do not class it as a regional port; we class it as a
piece of national infrastructure which is vital to the
economy of the UK, not just the north east. The
ports policy opportunity is before you as a
Committee and as a Government to put a blueprint
in place that, yes, allows the market to decide, but
also gives the market the confidence to move goods
away from the south east into a position where it
best serves the UK.

Q189 Mr Leech: Do you not feel though that the
Government has a role to play in pushing the likes
of Maersk into making those correct decisions to
go to other ports?
Mr Robinson: We do in the context of the planning
frameworks that are before us and the confidence
of investors to invest in facilities. If as a
Government you went as far as the White Paper on
the airports policy, that was obviously very
prescriptive of which airports would have outlets.
I am not suggesting that. I am suggesting that there
is a broader framework that gives Maersk, for
example, the confidence to divert their ships, which
I am sure they will.

Q190 Mr Clelland: Just so that I can understand
this, when we are talking about the market
deciding, we are talking about the market deciding
on the basis of the current infrastructure, but the
argument appears to be developing now that if the
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infrastructure were better planned around the
country the market might decide to move in
other ways.
Mr Robinson: Yes, that is correct.

Q191 Mr Clelland: So it is not a question of the
market deciding where the port should be?
Mr Robinson: No.

Q192 Mr Clelland: It is the market deciding which
ports to use and if the ports are good enough then
they will use them.
Mr Robinson: Yes.

Q193 Chairman: Mr Westberg, you wanted to
comment.
Mr Westberg: In backing up Simon Bird’s
comments to Mr Leech, can I give an example at
Bristol about the market deciding? At privatisation
there was a certain amount of movement of vehicles
in and out, 100,000 or so. We are now moving
nearly 700,000, all Far East makes, that are coming
in. We would have it that the reason they are
coming in is that the cargo owner wants them to
come here. The shipowners certainly do not
because of the deviation argument; yet, because the
ships can get into Bristol and turn in six hours
because their draught is relatively shallow, the
cargo owner has asked that they come to Bristol
because the inland costs are reduced. That I give as
an example of the market deciding where its traYc
wants to go to.
Mr Crow: What we would like to see, Chairman,
is an amendment to the 1991 Ports Act because
containering in that is compulsory privatisation
and we believe that the Government should have a
say. If it is just left to the market we all may as well
pack up because, when it comes to the
environment, is it purely going to be that the
market will decide on the environment? We
personally believe that the Government have a
strategic role here to nationally plan the ports
rather than leave it to the privateers.

Q194 Mrs Ellman: Do we need to have a national
study on surface access to ports? Do you think
there is enough information available?
Mr Robinson: There is suYcient information
available. My concern would be how long it would
take. The key issue on port surface access, and I
am talking about ports in general, not just
container ports, is that we are all served very well
with the road and rail infrastructure. A significant
amount of trains come out of Teesport, 18 to 20
on a daily basis. Our road infrastructure is very
good. The biggest issue with container movements
is that of gauge. Traditionally containers have been
8*6+ in terms of height but unfortunately the vast
majority of goods coming into the UK now, or a
significant percentage, are on 9*6+ containers
which, of course, will not go through a Victorian
tunnel because they are too high. These are issues
which other ports in the south have had to face and

we will also have to face in the north as we look
towards gauge clearance to get these containers
onto rail vis-à-vis onto road.

Q195 Mrs Ellman: Do you all generally agree that
more freight should be moved from road to rail?
Mr Bird: Yes, that has got to be the right direction
to go in. Can the network take it? Is the rolling
stock there to take the cargo we are talking about?
It is not just containers, as David has said. Bristol
handles about 150 trains a week. The vast majority
is coal going out to the power stations. You ask
whether there should be a national policy. We are
looking forward to the outcome of the ports policy
review, but we would suggest that there should be
a freight policy. It is about the cargo that needs to
go from the ports of entry to the final destination
or in terms of export cargoes, and it is freight we
are talking about here rather than the part of the
logistics chain which is the port.

Q196 Mrs Ellman: What is it then that needs to be
done to have an eVective freight policy? What
changes should we be looking for?
Mr Bird: If we go back to containers again, the
lift-on, lift-oV market, we believe the study we have
done, and we have had it checked by Deloittes,
proves that the distribution of the container
volumes in the UK does not lend itself to container
entry into the south east ports and by looking at
regional ports, such as Bristol or David here on my
left, we will see a reduction in road miles by simply
coming through diVerent ports and a reduction in
emissions from the corresponding reduction in
truck movements as well. It is looking at freight in
its entirety and the distribution of that cargo.
Mr Robinson: Can I add that the real step change,
and we have talked about road and rail, is to use
the sea a great deal more than we do currently. The
CO2 emissions of ships, given the cargo they carry,
are far less than those of appropriate rail road, and
there is a huge untapped resource—they call it the
motorway of the sea—but at the end of the day if
we can get freight to move by sea, and there is
deviation, we accept, there is a huge saving on road
miles in particular. We estimate that if Teesport
were fully developed and successful we would save
something between 50 million and 70 million lorry
miles a year on what would predominantly be the
most congested roads in the south east because a
ship is taking the goods further north to a market
which it best serves.
Mr Crow: In our submission to the Department for
Transport we indicated that we believe that the
operators should move more to rail. For example,
research from the Freight on Rail campaign
indicates that there is capacity for increased market
share at Haven ports, Harwich, Ipswich and
Mistley. Rail currently has a 23% market share at
Haven ports with the potential to increase to 35%
if expansion takes place at Felixstowe and Bathside
Bay. At Southampton the share of traYc from
railways is currently 28% and this is could increase
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to 40%, and if also they changed the gauge
clearance for rail freight at Shellhaven Port, there
could be an increase there.

Q197 Chairman: Forgive me, gentlemen. You are
all doing the same thing. You are all doing
marvellous publicity for your own bits, and I do
not have a problem with that, but none of you is
answering the question. Where is the evidence?
Give me the evidence that we are going to be able
to benefit from this. Bristol says, well, of course, it
is very convenient if everything goes by Bristol, and
the rail union say put everything onto rail, but we
need a little bit of evidence, do we not?
Mr Crow: There are statistics backing that,
Chairman, that we can send over to you.
Mr Westberg: Chairman, if I can refer back to the
MDS Transmodal study, that shows that the
amount of containers will nearly triple from seven
million—

Q198 Chairman: Yes, but we have already heard
that two of your colleagues are disputing the
accuracy of the figures, are they not? Not greatly,
but you are disputing the accuracy of the forecast.
Mr Bird: We were disputing the assertion MDS
made that the capacity should be in the Greater
South East.

Q199 Chairman: Only that?
Mr Bird: I am broadly in agreement with their
volume forecasts and into the wide band—

Q200 Chairman: Are there any serious
discrepancies that you have identified in their
report, apart from the fact that you dispute their
argument that it should go where you want it to go?
Mr Westberg: One thing that we think is in error
from the three years of studies that we have done
into the container market is that the divergence of
opinion as to the conclusions of the MDS study
and our own study is because the data input is too
old and is out of date. The data input we
understand is from 1991. The data we are using is
from 2005 and 2006. We think, but we are not sure,
that that is the reason why the tripling of containers
moving about in the UK on the one hand and the
use of out of date information on the other would
lead to the divergence of view.
Mr Robinson: Chairman, can I oVer to send to you
a piece of work we did with a separate consultancy,
STG, where we talked about the movement of
goods inland in the UK and the cost benefits of
moving into a northern port. It identifies very
clearly in our minds that the cost savings to
shippers, importers and exporters by bringing
goods to—and I will put the speech aside and go
back to evidence, Chairman,—

Q201 Chairman: Before you leave that, Mr
Robinson, what calculation do you do? I
understand the logic of the work that you are
talking about, but what calculation do you do on

the cost to shippers of the extra distances that
would require the goods to be carried and how big
is that? Give us a ball park figure.
Mr Robinson: The extra cost to the shipping line
which brings the goods into the country is
obviously the deviation of the ship.

Q202 Chairman: And the timing factor for the
customer?
Mr Robinson: Typically there is not a huge cost to
the customer in terms of time. I am talking about
the ship that would have gone to, say, the south
east coast, further round, and that is about seven
to eight hours’ extra deviation of a ship. On the
figures we were given by shipping lines it costs
about US$20,000 an hour to deviate a ship,
although there are diVerent rates in terms of charter
costs, but that figure came from one of the largest
shipping lines.

Q203 Chairman: And that is factored into your
figures?
Mr Robinson: That is factored into the calculations.
In round figures that would put about £10 extra
onto a box cost coming into a diVerent port.

Q204 Chairman: How many people do you know,
Mr Robinson, who would gladly bear an extra cost
on their box cost and not question it?
Mr Robinson: Asda Wal-Mart, which is one of the
largest retailers in the UK, has built an import
centre on Teesport. They pay an extra cost to get
the box to the north but ultimately get significant
savings on the inland distribution costs because of
low road miles.

Q205 Mr Clelland: If it is all just left to the market
and the south east ports grow and grow, what
estimates have been made of the increasing
turnaround times that might result from that sort
of policy, because that would obviously mean that
if a ship, instead of going to the south east, came
to the north, it would not have to wait to get in,
so that would reduce the time, would it not? It is
not just a question of distance; it is a question of
turnaround time as well, is it not?
Mr Robinson: The MDS Transmodal study does
not cover that issue, to be fair. It assumes that there
is a defined amount of capacity in the south east,
be it from a ship point of view or a truck point of
view, in getting the box out of a port. However,
there are issues around performance of ports
overall in terms of speed of turnaround of ships and
trucks, and the more you concentrate into a single
area naturally there will be a greater risk of delay
and, given a greater spread of that volume, the
likelihood is that the system as a whole will perform
a lot better, not just a specific port.
Mr Bird: Chairman, you asked specifically for
numbers. In our evidence to the Committee we
have given you those numbers. Looking at our
map, and you have put a question on that already
and we will make available to you as well the study
we have had audited by Deloittes, it shows the
distribution of containers in the UK, and in road
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haulage there is an £82 per container saving on a
round trip when comparing Bristol with
Felixstowe. That is the road haulage element to
move the container between the port and the
distribution of the containers.

Q206 Chairman: Wait a minute, whoa, whoa!
Where is that assuming the containers are going,
Mr Bird?
Mr Bird: This is back to our study of looking at
5% of the total volume of containers moved.
Taking the import containers coming into the UK
and the distribution of those containers (on which
we believe our numbers are accurate, having
counted the lorry miles, and that is what this
document is about), we are looking at an average
saving of £82 per container. You asked about the
ship. We have looked at the cost of deviating a
5,000 TEU ship at 24 knots (which is not
untypical), which is about £23,000 a day. Those
costs have come from Howe Robinson, one of the
widely recognised brokers. If you put the costs of
deviating the ship against the cost savings in the
transport of the container there is an overall saving
of £17.26 per container. Those are the numbers that
we have in here which we can make available to
you.
Chairman: We need to have the evidence.

Q207 Mr Leech: I just want to clarify those figures.
Mr Bird said £23,000 a day and Mr Robinson was
talking about £20,000 an hour, I think.
Mr Robinson: US$20,000 an hour.

Q208 Chairman: They are diVerent things. You
were talking about the size of the ship and you were
talking about—
Mr Robinson: With due respect to Mr Bird’s
figures, I suspect they have come from the charter
rate costs of the ships, Howe Robinson. The rate I
gave you was the commercial cost, the cost to the
shipping line in their minds, to deviate the ship.
That is very diVerent.
Chairman: They are two diVerent sets of
calculations.

Q209 Mrs Ellman: Would you say that the current
planning system is helpful to port development?
Mr Robinson: There has to be a planning system,
obviously. There has to be a process which we need
to go through. The DfT have endeavoured to put
a framework in place. The issue with the planning
system as a whole is that it is far too lengthy and
extremely expensive in the context of trying to
move forward various major planning applications.
Typically, the cost to private enterprise of taking
forward a planning application of the size and scale
of ourselves or, say, Bristol’s, is going to
comfortably cost something like £5 million. That is
completely at risk in terms of the fact that there
is no guarantee of return, there is no guarantee of
success. The length of time it takes is mainly related
to the cost. One of the things that we would like
to see from the planning system’s point of view is
a significant improvement in the processes and the

length of time over which decisions or reviews take
place. Statutory consultees have to be there, and it
is quite right that they should be there from an
environmental point of view, but eVectively it is an
open-ended discussion. There are no deadlines put
by the process to move it on from stage one, two,
three or five.
Mr Crow: We do believe that planning does take
a considerable time, in fact, up to 10 years in some
examples, but we would also like to ask that when
the planning inquiry does sit down and take
evidence it takes into consideration the
environment as well. On top of that, if the
Government is going to put investment in we
believe there should be some kind of fast track
procedure to get the planning forward because
otherwise the investment is never going to be
forthcoming if the Government do believe that for
environmental reasons they need to change the
ports policy.

Q210 Mrs Ellman: Is the current system for access
to ports, where the developer pays, a fair one?
Mr Robinson: If you talk about the immediate
access to a port, its environment, the infrastructure
that leads, say, to the last few miles to that port, it
is reasonable to suggest that the developer
contributes towards it. I cannot speak for
Hutchison because they are not here, but they have
obviously spent a huge amount of money in
developing gauge clearance, for example, up to
Peterborough, which I would class as being
unreasonable. The East Coast Mainline is a
strategic national asset which should be taken care
of by the Government, but the local approach
roads should be—

Q211 Chairman: So railway lines are strategic and
ports are not? Is that what we say?
Mr Robinson: No. In the context of ports—

Q212 Chairman: Well, that particular railway line
is strategic and all your ports are not?
Mr Robinson: All the ports along the East Coast
Mainline obviously need a level of service from
Network Rail, the ability to move freight—

Q213 Chairman: No; you used the word
“strategic”, Mr Robinson. I am trying to sort out
what you mean.
Mr Robinson: That piece of railway infrastructure
is of national importance, not just to freight but
also to passengers.

Q214 Chairman: But the ports along that coast
are not?
Mr Robinson: They obviously are, Chairman,
because we are set on the east coast.
Chairman: Okay.

Q215 Mrs Ellman: And will road pricing make any
diVerence to this policy, do you think?
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Mr Bird: If I may come back to what David was
saying, certainly in Europe there is assistance from
government with infrastructure costs for road
and rail.

Q216 Chairman: Of course, they are not privately
owned ports, are they, Mr Bird?
Mr Bird: You are absolutely right, Chairman.

Q217 Chairman: It does make a diVerence. We will
have to make our minds up, will we not?
Mr Bird: There is capacity on the road away from
the rush hour periods and there is no reason why,
with road pricing coming in, we should not see
flows of traYc ease over the 24-hour period.
Mrs Ellman: So you think it will be helpful?
Chairman: I want to go on because I want to come
to Mr Scott. We have got a lot to cover.

Q218 Mr Scott: Would you say it is desirable
for safety issues, which are obviously vital, to
be organised and monitored by a voluntary
organisation, or should it be something a little
more oYcial?
Mr Crow: First, we believe that there should be a
port inspectorate no diVerent from Her Majesty’s
Railway Inspectorate or Her Majesty’s Factory
Inspectorate. I know there have been a number of
substantial injuries that have taken place to our
members. For example, from 2001 coming up to
the end of 2006 now there have been two fatal
accidents, 107 major accidents and 369 accidents
requiring more than three days oV work, which
culminates in a figure of 478 accidents, which is a
substantial number. What we are concerned about
is that if there is not someone who is—I will not
say independent but who has got the authority to
know about port standards when it comes to safety,
we are concerned that the eYciency will be so hard
amongst our members that it could lead to further
injuries, which I am sure none of us wants.
Mr Robinson: Can I say, speaking on behalf of the
industry as a whole and as a member of the
UKMPG, that I think you were referring to the
Ports Skills and Safety Council—

Q219 Mr Scott: Yes.
Mr Robinson: —which is an organisation which
virtually every port that I know of subscribes to so,
although it may be classed as voluntary, it is
considered as the framework for the industry.
There is significant regulation with respect to the
HSE for ports and so on, and I think any port
operator and anybody in the UKMPG would say,
as we would, that for PD Ports safety is our highest
priority. We have invested a huge amount of money
in ensuring that there are safe systems of work for
our staV. They are our most valuable asset. We
have had a tremendous track record in reducing
accidents, literally a 70% reduction over the course
of the last two years, which has been a major
exercise for myself. The port industry as a whole
has embraced the need to improve its safety
performance, and hopefully from some of the issues
that the Ports Skills and Safety Council have

presented and from our figures you will see that
there has been a significant improvement in the
industry.
Chairman: But I do not think that was what you
were being asked.

Q220 Mr Scott: Mr Bird?
Mr Bird: I was just going to add very much from
the Bristol standpoint, and I agree with what David
said, to give you an indication of how we work on
health and safety, that the health and safety
manager in the port works directly to me but we
also have a number of health and safety
representatives who are appointed by the union,
who are not union representatives but health and
safety representatives, and on a quarterly basis I sit
down with them to run through their concerns. As
David has said also, the track record in the ports
is one showing improvement. We all wish to avoid
accidents in the workplace. They do, sadly, occur
but the statistics show that improvements are
taking place.

Q221 Mr Scott: There are two points leading from
that. We heard from Mr Crow that 478 accidents
was the total. Based on that, my question was going
to be, do you think that port workers are safe?
With 478 accidents, even though I accept what you
are saying, that the figures are improving, (a) are
they improving fast enough, and (b) I would
personally feel that 478 accidents is not acceptable?
Mr Robinson: Can I ask Mr Crow are the 478
related all to the port industry or just his union
members?
Mr Crow: No, the port industry.
Mr Robinson: Okay. Any accident is not acceptable
in the context of the numbers. There is a significant
drive to reduce the number of accidents,
particularly, obviously, those that are of a serious
nature, what would be known as reportable. The
targets that were set by the industry have been
achieved and exceeded, and we will continue to
move forward on that.

Q222 Mr Scott: Forgive me: I am not disputing the
fact that it is getting better. I am just concerned
that two people have lost their lives, 107 have been
seriously injured and in total 478 have been
involved in accidents. That would not be
acceptable, in my opinion, in most areas.
Mr Crow: Chairman, could I just answer
Mr Scott’s point? In fact, the accidents have gone
up. In 2001–02 there were 58 major accidents, in
2003–04 there were 109, at the end of 2004–05 there
were 123, and so far this year, even though it is
smaller than the previous year, it is still 107, which
is nearly double what it was in 2001. Could I finish
oV by saying that there was a House of Commons
Transport Committee in 2003, which we agree with,
which stated that ports need a regulatory
framework which ensures that they are operating
in a safe, environmental and responsible manner.
We believe that that Committee in 2003 was correct
and that those recommendations should be put in.
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Q223 Mr Scott: You mentioned that you do not
see it as voluntary because almost all ports, I think
you said, are included in these safety measures.
Mr Robinson: That is my understanding. I cannot
quote you figures.

Q224 Mr Scott: Would you disagree with me in
saying perhaps it should be compulsory for all
rather than most?
Mr Robinson: I would not disagree, no. In essence
the statement I would like to conclude on is that
we are all concerned about the levels of accidents
and there is a lot of work going on at very senior
levels all the way down to operator levels within
companies to improve the position. That is a
commitment that the operators have got towards
the industry.
Mr Bird: The Health and Safety Executive are very
active in the ports, and rightly so. I do not know
what you mean by “accident”, but any incident
where someone is oV unable to do their work for
three days is reportable, and Health and Safety,
certainly in Bristol, will want to know about it and
if they are concerned they will come down and
mount an investigation, and we are very happy for
that to take place.

Q225 Chairman: Well, of course, that is not
unconnected with the fact that for a long time it
was not a very satisfactory situation.
Mr Bird: I quite agree.

Q226 Chairman: And the fact that you are able to
quote such a good figure of reduction in accidents
is not unconnected with the fact that you have now
attained a higher standard of safety than you did
originally.
Mr Bird: I quite agree, Chairman.
Chairman: But I did not mean to say that.

Q227 Mr Leech: A question for Mr Crow. Do you
feel that there is a significant diVerence between the
ports that are covered by the PMSC and the ones
that are not in terms of the number of accidents
that take place in those ports?
Mr Crow: Certainly.

Q228 Chairman: It is the Port Marine Safety Code
we are talking about.
Mr Crow: There is not a lot of diVerence, but what
I would say is that it is about whether it is
implemented, a good safety system, because at the
end of the day we deal with public companies, we
deal with private companies, and there is bad and
good in both of them. It is whether that system is
implemented properly. What we are concerned
about is that there is such a drive for eYciency and
productivity that that is going to drive up accidents.

Q229 Chairman: What could you do to improve the
safety of port workers then?
Mr Crow: Number one, make sure that our
members, when they ask to do health and safety
inspections, are not denied the time oV to do
independent health and safety inspections, that

they do not use this phrase they use, “subject to the
exigencies of the service”, and they cannot release
our members to do safety inspections. Secondly,
the safety committees should have senior
representatives of the ports sitting on them, that
they do not just send someone along there purely
to pay lip service but someone who has got the
authority to change things, and thirdly, that the
Health and Safety Executive does not cut back on
the amount of inspectorates that it has got because
they are going through a redundancy programme
as well.

Q230 Mr Leech: You said that there is not a
significant diVerence between those ports that are
covered by the code and those which are not. If that
is the case would you agree that the code should
be compulsory?
Mr Crow: Oh, absolutely.
Mr Robinson: Can I pick up on one technicality?
The Port Marine Safety Code is compulsory. It is
compulsory from a marine perspective. The vast
majority of accidents we are talking about here are
accidents which take place on the land, ie, the
infrastructure side in terms of the operational side.

Q231 Mr Clelland: Mr Crow said that a drive for
productivity and eYciency would drive up
accidents. We must improve productivity and
eYciency but it must be possible for the two to be
compatible.
Mr Crow: We are all in favour of increasing
productivity and eYciency. What we cannot have
is it being brought in on the basis of lack of
concentration, people working too long hours, not
having suYcient breaks, concentration slips. I
disagree with what was said earlier on about it
being only the land side. Here is a breakdown of
the injuries that are taking place. There were 29
accidents in 2003 of handling operations on a ship.
In 2005 there were a further 28. In 2002[sic] there
were a further 22 and there has been a significant
amount of injuries that have taken place, not just
on the land side but on the ship side as well, so it
is not fair to say that is the case.

Q232 Chairman: Is our productivity very much
lower than in the European ports, Mr Crow?
Mr Crow: I think that the European Ports
Directive has been rejected in general terms. It has
not gone down the route of what some people have
tried to—

Q233 Chairman: No, I am not looking at what they
have done. Is our productivity level lower than in
European ports’?
Mr Crow: I have not got that statistic, Chairman,
but I can find out for you.

Q234 Chairman: Is there any suggestion coming
from the Union as to the way in which the level
of productivity could be increased? You will give
us that?
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Mr Crow: Yes.

Q235 Chairman: Do any of you want to comment,
gentlemen, on productivity levels? There is silence!
Mr Robinson: If I could put productivity in the
context of the container sector, as I said earlier,
British ports are generally very productive. In terms
of the container sector, the UK ports as a whole
are probably ranked at the lower end of the
European scale.

Q236 Chairman: Why, Mr Robinson? If you
have put in hundreds of thousands of pounds
of investment, with everything now computer
controlled and specialised systems of handling
containers, we must be up to what Hong Kong can
do. What has happened then?
Mr Robinson: It is an interesting question,
Chairman.

Q237 Chairman: That is why I am asking you,
Mr Robinson.
Mr Robinson: I will think of a good answer. Over
the years working practices have moved forward,
investment has taken place, but as yet we have not
found the art of operating terminals as fast as the
ones in Asia, for example.

Q238 Chairman: It is not much of an answer, is it,
really? “I have put all the money and I am trying
to change the working processes but on the whole
I have not succeeded”.
Mr Robinson: I am talking specifically about
container terminals.

Q239 Chairman: We realise we are talking in your
case about container ports, but let us use you as an
example, Mr Robinson. Why have you not
improved productivity?
Mr Robinson: As far as Teesport is concerned, we
are a relatively small container operator at the
moment and we operate at the high end—

Q240 Chairman: I thought you were not only a
strategic port but one of multinational importance.
Is that not what you told us?
Mr Robinson: I did indeed, Chairman.
Chairman: But a small multinational port. It is all
right. I must not talk.

Q241 Mr Clelland: If then productivity and
eYciency are superior in other countries does that
mean their accident rates are higher than ours?
Mr Robinson: I do not have any statistics to prove
that, but if you go out to Asia in particular the
health and safety regulations are nowhere near as
stringent as the UK’s.

Q242 Mr Clelland: What about closer to home?
What about continental Europe?
Mr Robinson: In Europe it is allegedly the same
legislation—I use that word carefully—in terms of
health and safety.

Q243 Mr Clelland: But in terms of productivity and
eYciency?
Mr Robinson: A lot of European ports have
automated.

Q244 Chairman: Ah, ha, ha, so state ports have
automated. Is that what you are telling us,
Mr Robinson? In spite of all your money we are
not automated?
Mr Robinson: No. The container terminals that are
operated on the continent are in private hands. The
actual terminals, the port authorities, are state
owned.

Q245 Chairman: So they are better at spending
money than you?
Mr Robinson: One could argue that could be the
case, yes.

Q246 Mr Clelland: But we do not know what their
accident rates are?
Mr Robinson: I do not know oV the top of my
head, no.

Q247 Mr Clelland: Could you furnish us with that
information?
Mr Robinson: There are fewer people involved
because it is automated.
Mr Bird: Just to switch from containers to coal, for
example, we have had an awful lot of coal in the
port, six million tonnes this year. We are as
productive as the coal terminals in Rotterdam and
Antwerp. We buy the same cranes, so they have the
same cranes, we have the same cranes. They may
deploy more cranes to the vessel itself to get the
coal out. The coal does require dockers to go into
the hold when the grab is taking the coal out to
push the coal up the sides of the hold towards the
grab in order to get the coal out, so it does still
require a man being down in the hold, and I would
agree with Mr Crow that there are accidents that
happen in holds which are not strictly on the
quayside, although the vessel is, of course, attached
to the quay at the time.

Q248 Chairman: We have obviously got a very
interesting field of inquiry there but I want to come
onto transport security, gentlemen. How serious is
the threat of terrorist attack at UK ports on or with
vessels entering or leaving?
Mr Bird: The threat level is low, as explained to us
all by TRANSEC. We all accept that, sadly, it is
the way the world is going that necessary security
conditions and restrictions have to be in place in
the ports, but since we have abided by the ISPS
regulations that security threat level has not
changed from level one, certainly in Bristol, and
long may it continue. There is certainly more x-ray
machinery going in in terms of checking containers
leaving the port, but also the vessels coming into
the port are checked in terms of their security state,
and the port itself has its own restricted areas to
limit access to the vessels and containers.
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Q249 Chairman: So the National Maritime Security
Programme is robust and is capable of countering
terrorist threats?
Mr Bird: You would have to ask TRANSEC that
one, Chairman.

Q250 Chairman: No, I am asking you, because you
have specific responsibility for one of the most
important ports, as you have explained to us.
Mr Bird: We comply with the regulations. I believe
the threat level to be low and we are able to cope
with it.

Q251 Chairman: What is the impact of extending
the maritime security regime from passenger
vehicles and ro-ro services to cover all shipping?
Mr Robinson: At the moment there two elements
to maritime security. One is the ship and one is the
cargo it carries. Like Mr Crow, we are very
confident that our port is secure from the ship’s
point of view. In terms of access and egress of cargo
movements, there are already regulations in place
and investment taking place to scan containers for
radioactive material. However, if, in terms of the
passenger systems that we have, a requirement to
scan all containers or all unitised cargo going
through ports was introduced, for example, that
would have a significant impact on the way in
which ports are operated today and a lot of them
would have to be either redesigned or redeveloped
to take that into account.

Q252 Chairman: But you could do it or you could
not do it?
Mr Robinson: Nothing is impossible. It could be
done, but it would be at tremendous cost to the
industry in terms of the way the terminals operate,
the ports operators in particular.
Mr Crow: You started oV earlier on, Chairman, by
saying about the beacons of capitalism, but that
great bastion of capitalism, the United States of
America, has what is called the Jones Act, which
basically requires that all shipping trading in
domestic waters is registered and crewed within the
US. What we have got now is that there is evidence
that failing ships with little attention paid to
standards are potentially open to abuse by
terrorists. What we have got now is an old maze of
diVerent security firms working out there and we
believe, number one, what could be first of all used
would be a UK port police, similar to the British
Transport Police but purely for UK ports to
demonstrate security for Great Britain and the
things that move in and out of Great Britain.

Q253 Chairman: Mr Crow, more and more ports
have access to new and accurate information about
not only the contents but also the crews of ships,
do they not, before they enter the ports?
Mr Crow: Yes.

Q254 Chairman: Is that not an improvement and
is that not enough? Are you telling us that it is not
adequate?

Mr Crow: No, it is not adequate, because some of
the ships under the flags of convenience are
operating under inadequate standards. We heard
mentioned earlier on that in some parts of Asia the
health and safety standards are not adequate for
staV.

Q255 Chairman: Yes; there is a diVerence though
between—
Mr Crow: But it is not adequate for shipping either
because these flags of convenience ships are
operated, in our opinion, unsafely in some of the
waters. That is why they have been flagged out in
the first place.

Q256 Chairman: How is your relationship with
TRANSEC, gentlemen? Do you work well with
TRANSEC?
Mr Robinson: Yes. Obviously, since the
implementation of the ISPS code, which came in
several years ago, we have regular visits from them.
We have regular meetings with them. We sit down
and listen to their concerns and we take action
accordingly, but likewise they also listen to our
concerns in terms of operating ports.

Q257 Chairman: Do you consult one another about
safety and training? Do they ask for specific
responses from you?
Mr Robinson: The big dialogue with TRANSEC
has been specifically around security. We have our
own police force in Teesport, a small police force
and security force, and the training of those staV
in particular is in discussion with TRANSEC and
what their day-to-day activity is about.

Q258 Chairman: Is there anything diVerent with
you, Mr Bird?
Mr Bird: No. We too have a port police force and,
as David said, TRANSEC are active and
pragmatic.

Q259 Chairman: Well, let us try and sort out what
is the obvious diVerence amongst the criteria, such
as size or volume of traYc, which separates the
seven ports which have got their own police force
from the others. Why have seven ports got their
own port police?
Mr Robinson: I think there is an active history
there.

Q260 Chairman: History is having quite a run
today.
Mr Robinson: It is, yes. Teesport again was a trust
port and it has a police force. I know, for example,
that the Port of Felixstowe have their own police
force, which has been privately owned for many
owned for many years, so I do not think it falls into
the category of the ownership of ports. Are ports
any safer because they have their own police forces?
I have not seen any evidence to suggest that they
are not.
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Q261 Chairman: Whoa, whoa—you have not seen
any evidence to suggest that they are not safer or
they are more safe?
Mr Robinson: Either way.

Q262 Chairman: There is a nice neutral response.
Mr Bird, do you have any idea?
Mr Bird: We have a police force. Liverpool has its
own police force as well. I worked in Liverpool
before I came to Bristol. I would certainly say that
seeing a policeman in a uniform with arrest powers
is a greater deterrent perhaps than seeing a
security guard.

Q263 Chairman: And it does not really place you
at any particular competitive disadvantage as far as
you are aware?
Mr Bird: No.

Q264 Chairman: You would say in fact that it was
an advantage?
Mr Bird: I would say it was an advantage, yes.

Q265 Chairman: Mr Crow?
Mr Crow: I would say certainly it is an advantage
because the security firms I do not believe have got
the way of dealing with and getting the information
data which a police force would have, and I think
it is nice to see a British uniformed policeman or
policewoman at the dockside, at the shipping side,
when containers come in.

Q266 Mr Leech: Is it fairly rare to see a police
oYcer in one of the ports that are not covered by
their own individual police force?
Mr Robinson: That would very much depend on the
local arrangements between that port authority and
the local police force. I could not comment.

Q267 Mrs Ellman: Do you have any views on the
known-shipper system? Do you think that gives
adequate security, where a designated shipper
known to the authorities does not have its own
screening?
Mr Robinson: You are referring there to the system
where the shipper is known to the importing
country and it is basically declared as the container
is loaded, say, in Asia or India or wherever. It has
some merits in the context of the visibility of
information, which is obviously very important,
and therefore the reactions of its customs oYcials
in particular, who are always working on on
intelligence and information, so there are some
merits to that system being developed and
procured, but it would need a huge international
collaboration for it to be successful, quite frankly,
which obviously in itself would be quite diYcult.

Q268 Mrs Ellman: Are there any other views on
that? Does anyone feel it is secure enough or that
there are problems in security? Would screening be
better? Should there be more screening?
Mr Bird: I would agree with David.
Mr Robinson: I would prefer to go for known-
shipper than screening.

Q269 Chairman: Because the Government has a
basic policy of non-intervention in ports, what in
your view constitutes market failure and what is the
extent of it in the ports industry? We know you are
all ultra successful but you must have some views,
some benchmark, some assessment. Mr Robinson,
you are being very brave today.
Mr Robinson: I was born brave. Basically, in terms
of market failure, the ports industry in the UK has
developed very successfully in diVerent ports,
ourselves and Bristol and all around the country.
Market failure I think is not related just to the port
but also to the infrastructure that supports it and
the ability to distribute the goods. I think we are
faced with the possibility that if the south east
developments are extrapolated that have been
approved then the market potentially will fail.

Q270 Chairman: That is interesting. The old supply
and demand will defeat some of the ports, is what
you are saying?
Mr Robinson: Basically, and eventually shippers
will look for other alternatives because they simply
cannot move their goods.

Q271 Chairman: Tell me: do you think the Habitats
Directive has introduced an inbuilt assumption
against ports development on environmental
grounds?
Mr Robinson: The Habitats Directive is there,
obviously, to protect the environment. We as a port
authority, likewise Bristol, I guess, have statutory
rights to manage the environment and therefore we
have to work within the framework of the Habitats
Directive. There are obviously issues to do with the
environment but we do not see that being a major
bottleneck to port development going forward.

Q272 Chairman: Is there any other directive that
concerns you? Is the environmental legislation too
prescriptive?
Mr Robinson: The environmental legislation can be
prescriptive, yes, in the process to get planning
approval, which we talked about earlier.

Q273 Chairman: We have already talked about that
but is the actual legislation too prescriptive?
Mr Robinson: Not at the moment, no, we do not
feel it is a major issue.

Q274 Chairman: What do you know about the
environmental code of practice that many of the
ports have signed up to? Not a lot, obviously.
Mr Crow?
Mr Crow: I can give you an example, Chairman.
At the current time shipping companies prefer to
discharge their cargo in the south east region and
move it by rail. However, as it is therefore more
costly on a unit basis to transfer the freight onto
the roads from ports further north there will just
be increased demand to use the south east until we
reach saturation point and delays are inevitable.
Therefore, I believe that this underlines the case for
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the Government to take a strategic look at the
industry and if necessary improve port capacity
outside the south east and ensure there is reliable
transport inland in advance.

Memorandum submitted by the Rail Freight Group

1. The Transport Committee is undertaking an inquiry into the UK ports industry. This follows from the
DfT consultation on Ports Policy Review.

2. Rail Freight Group (RFG) are pleased to submit evidence to this Inquiry, based on our response to
the Ports Policy Review.

3. In submitting such evidence, RFG has commented only on those areas which impact on the movement
of rail freight to and from ports and factors which aVect RFG members’ decision making in respect of rail
freight. We have not commented on other areas of the inquiry which are outwith our scope.

General Policy Framework

4. Generally, we believe that a competitive, commercially led market place works most eVectively for rail
freight and, as such, we would not favour models where Government specified the precise framework for
port development across the country. Patterns of international trade are unlikely to respect regional and
local development plans if they do not fit easily with global distribution patterns and cost considerations.

5. We believe that Government should however set consistent and clear incentives and frameworks to
deliver outcomes which are deemed to be in the national interest. For example, this should include the
planning framework, and a strategy for the development of the national transport infrastructure. Such
incentives and frameworks are not limited to the ports but to the inland infrastructure including rail
terminals.

Demand Forecasting

6. Generally, we agree that the rail forecasts produced by DfT in the Ports Policy Review are reasonable.
There is a strong alignment with the rail forecasts produced by RFG and FTA which are being used by
Network Rail in the Freight Route Utilisation Strategy (RUS) and have also been supplied to DfT for their
consideration. Rail tends to favour long haul traYc and clearly, scenarios which show growth in long
distance distribution will show the greatest growth in rail freight.

7. The transhipment study undertaken by DfT shows that, in scenarios where the south east ports’ market
share falls, rail’s market share also falls. This is because the haul length reduces, and also because economies
of scale will be lost if traYc is spread between a greater number of import points. However, it also shows
that rail plays a significant role in inland transport in all scenarios. Many of the smaller ports are themselves
rail connected and some viable rail services could be developed. It is also possible that the south east ports
may continue to seek further expansion as capacity becomes full.

8. The forecasts have been conducted on the basis of existing road and rail cost structures. A change in
these assumptions (for example, assumptions about the level and form of road user charging) could make
significant diVerences to the modal shares of road and rail. It is entirely possible that in such circumstances,
rail may be able to compete more eVectively over shorter distances. Conversely, adverse decisions on freight
access charges could cause rail to lose market share significantly.

Surface Access to Ports

9. Analysis undertaken by Network Rail as part of the Freight Route Utilisation Strategy clearly shows
that the current rail network is not able to accommodate the expected level of growth emerging from the
rail freight forecasts. Some upgrades to the network will be required if rail is to fulfil its place in the transport
of goods from ports.

10. At present however, the role of Government in funding capacity upgrades for rail freight is not
entirely clear. For example, the DfT’s High Level Output Statement (HLOS) is not expected to include
freight, except by ensuring it is consistent with “the reasonable requirements of rail freight”. It is therefore
diYcult at present to see who will take a strategic overview of rail freight needs in supporting traYc from
the ports, including where relevant, the need for additional capacity.

11. We agree that there is a role for developer contributions towards the inland infrastructure, but we
question whether this should extend to the strategic trunk network (road and rail) rather than being limited
to the local or regional requirements which can be more closely linked to the specific growth from the facility.

Chairman: On that interesting note, Mr Crow,
strategic planning is obviously something that we
desperately need to consider. Thank you very
much, gentlemen.
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So we would quite clearly expect a developer contribution to upgrading a branch line to a port, but question
whether they should be expected to fund upgrade of major routes, which could extend some considerable
distance away from the facility itself.

12. There is currently major inconsistency in policy terms between the treatment of road and rail as
exemplified in several public inquiries and decisions on port developments. For example, Hutchison Ports
UK were asked to fund rail enhancements as far as Leeds, but were not asked to fund widening of the M1
around Leeds. Conversely, Thames Gateway has been asked to fund some major motorway works on the
M25 but were not required to fund any rail enhancements at all. Whereas it could be argued that these
decisions resulted from the evidence submitted to the public inquiry, we believe that there is a very strong
case for Government to set policies on developer funding of inland road and rail connections within which
all parties can work.

13. The costs of rail enhancement schemes are significant and, if the port developer is expected to fund
in full the capacity it will use, it is likely that the level of costs could start to become a barrier to the port
investment itself. Therefore care must be taken to balance the expected contributions against the need for
developments to proceed.

Funders need guaranteed access-rights

14. As a minimum, we would expect that those who pay significant and specific costs to fund additional
capacity should have a guaranteed right to the use of that capacity for traYc generated through their facility.
For rail, this means that regulatory processes such as access options and rebate mechanisms must be
progressed rapidly to enable funders of enhancements to have contractual rights to access on the network
in place at the same time as they commit to the funding. Otherwise, these companies are at risk from
subsequent changes of policy by operators, Network Rail or Government. If Government does not wish for
long term access rights to be held in access options on trunk routes, then it must determine how such routes
can be upgraded and funded without specific developer contribution.

15. There must be a level playing field in the way that contributions to the road, rail and waterways
network are treated, which includes both the level and scope of funding, and the ongoing rights to use the
capacity that has been funded.

Sources of funding

16. There are several sources of Government funding which could be used to fund upgrades of the rail
network. These include Transport Infrastructure Fund (TIF), and, to support traYc flows, the Sustainable
Distribution Fund (SDF). Whilst these are all welcome, they present a fragmented and sometimes transitory
source of funding (for example, the SDF has a three year budget only). In looking at infrastructure schemes
with long development and construction timescales, a longer term view of funding is required. The links with
any upgrades for passenger rail should also be considered to ensure maximum synergies.

Environmental Impact of Ports

17. Rail freight can make a significant contribution to reducing emissions from inland distribution from
ports. For example, rail freight produces around 15 grams/tonne km of CO2; whilst the equivalent number
for HGV is around 180 grams/tonne km (reference on DfT website at http://www.dft.gov.uk/stellent/groups/
dft–foi/documents/page/dft–foi–612027.pdf). Comparable data also shows rail freight to deliver far lower
levels of other pollutants such as CO, NOx, and VOCs.

Conclusion

18. RFG believes that there is a strong case for Government to commit to a policy of presumption in
favour of the use of rail freight for at least the longer distance traYc to and from ports. To support this, a
planning framework setting clear expectations for developer contributions to investment in the inland
infrastructure should be developed.

3 October 2006

Memorandum submitted by Rolandon Water and Sea Freight Advisory Services

1. Introduction

1. Rolandon Water and Sea Freight Advisory Services is a consultancy that discusses with potential users
of water freight on coastal, estuarial and inland waters how perceived problems can perhaps be overcome
and then aims to be the catalyst in providing and implementing solutions. We are also specialists in obtaining
grants for equipment and other capital costs which help to keep traYc oV the roads. We operate all over the
country and are in close contact with various ship and barge operators, aggregate companies and waste/
recycling firms and other companies. We are therefore involved at the sharp end of implementing
Government policy.
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2. We wish to give evidence on some of the issues which the Committee wishes to investigate, namely:

(a) Regional development strategies and planning and the role of smaller ports.

(b) Whether access to ports is adequate, bearing in mind the environmental and congestion aspects
of ports.

2. Background

3. Government planning policy papers emphasise the need to reduce the amount of freight traYc that is
taken by road—eg PPG13 (Transport), PPG11/PPS11 (regional planning)—and this is supported by various
regional plans (eg the London Plan).

4. Annex B paragraph 10 of PPG13 relates to ports and shipping. It refers to the need to promote the
role of ports in sustainable distribution by encouraging good access by rail, shipping and waterways as well
as by road where possible and by promoting interchange facilities and wharves and harbours where viable.

5. Annex B paragraph 25 of PPG 11 refers to promoting the carriage of freight by rail and water and
mentions in particular port links to rail and inland waterways.

6. We believe it follows from Government policy that:

— Advantage should be taken of the fact that, unlike most other EU countries, the UK is an island
and therefore has “motorways of the sea” going around the coast.

— Accordingly, freight should be encouraged to use the nearest port to the final destination (for
imports) and the point of origin (for exports). This will reduce the number of lorry miles driven
(with environmental advantages of which other providers of evidence will no doubt give details)
and—a quite separate matter—reduce congestion on the roads and in the ports of the Greater
South East.

— There should be greater recognition of and encouragement for coastal shipping which moves
goods within the UK.

7. DfT 2004 statistics showed that 24% of all UK internal freight movements were by ship or barge,
measured by tonne kilometres. MDS Transmodal reported to DfT that in 2003 28% of dry cargo tonnage
moving between Scotland and southern England used coastal shipping, as did 17% of dry cargo tonnage
movements between north England and Scotland.

8. Short sea shipping—as distinct from purely coastal movements—has an important role to play; eg:

— The import of molasses to Silloth from Le Havre by ship rather than being brought across the
English Channel to Southampton and then on by road.

— 41,000 tonnes pa of pulp paper (since June 2006) being brought to Barrow-on-Furness by ship
from Holland, having previously been shipped to the Thames and brought on by lorry to the
North West.

9. The increasing use of container feeder ships into the northern ports merits more attention that it
receives. More action is needed to encourage container feeder traYc within the UK. Present examples
include Southampton to Manchester and Greenock and traYc up the East coast.

10. We share the concern has been expressed about concentrating port facilities in the South East. It
should be noted that some significant shippers have recently decided to use ports outside that area; eg:

— ASDA have recently decided to bring 75% of their imports into the UK via Teesport.

— B & Q’s decision to move from Southampton to Immingham for the import of Far East containers
for their northern stores.

11. We recognise that an increasing proportion of trade is unitised. With lo/lo traYc, transhipment to
smaller ships or barges can mean containers being taken closer to their destination before being transferred
to road. With ro/ro traYc, very diVerent considerations apply and ro/ro vessels should be encouraged to go
as far up the major estuaries as possible before discharging the lorries; eg to the M25 at Dartford on the
Thames.

12. We welcomed the Government’s review of ports policy and hope that the Government will take the
opportunity of bringing ports policy into line with the policy statements mentioned above. For example:

— Port authorities should be encouraged to facilitate the use of coastal and inland waters by the
installation of suitable transhipment facilities.

— Each port development should be reviewed to see how it makes provision for the inward leg of
exports. We welcome the steps already taken to require a contribution for infrastructure from the
developers of new ports. More needs to be done.

— Concern has been expressed about Government intervention favouring one port at the expense of
another. However, if Government transport policy is to be achieved, then perhaps this is what is
needed. Since it is agreed that freight facility grants are an acceptable way of encouraging freight
oV the roads onto rail, inland or coastal waters, is it not just as acceptable that such grants should
be available to encourage ships to discharge in the Humber estuary rather than say, Felixstowe?
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13. This last point is indirectly referred to in Section 2 of the Government’s Consultation Paper which
refers to the need to take into account all social costs.

— Paragraph 2.4 gives road congestion as an example and also asks whether the planning system, by
requiring developer contributions, suYciently “internalises” decisions.

— We do not think such contributions are intended to do so nor indeed can they. They relate to
capital costs only. Social costs and congestion relate to operating costs and are unaVected by the
planning system.

3. Regional Development Strategies and Planning and the Role of Smaller Ports

14. Regional and smaller ports serve a considerable hinterland which creates employment which could
be endangered if a local port closed down or became uncompetitive. Many of the smaller ports provide good
examples of providing vital transport links for portside or nearby manufacturing facilities. Examples include
Whitstable, Silloth and Workington.

15. We do not understand the concern expressed in paragraph 4.24 of the Government’s Consultation
Paper that regional or local planning and other initiatives might attract existing port traYc from elsewhere
in the country. If this happened and lorry traYc decreased, then is this not exactly what Government
transport policy seeks to achieve?

16. Port development needs to be covered by a national strategy, based on regional needs. Otherwise,
more port development, and so more road traYc, will occur in Greater South East area.

17. Major ports are good at liaising with regional authorities; they can aVord the staV to do so. Smaller
ports are not so good at doing so. For example, not so long ago, a map of industrial land use for Yorkshire
and Humberside showed the ports areas of Goole, Immingham and Hull—all owned by ABP. The smaller
ports/wharves of Howdendyke, Keadby, Gunness, Grove etc were not shown—all owned by small
companies.

18. Port/wharf owners need to be encouraged to liaise with planners about their future needs and how
they fit into the broader transport picture. One of the grumbles of a regional transport planner is that there
is no such liaison and then suddenly the port wants to do something.

19. We consider the Government should take measures to help ensure resilience of ports capacity. It is an
important part of regional and congestion reduction policies that, for example, small ports’ facilities remain
available during a downturn in trade. For instance, a small port may lose a significant trade and take time—
eg a few years—to replace it. Unless those facilities are kept available, a new traYc will have to go elsewhere,
involving a longer road journey. It may be necessary to refurbish facilities—eg dredge out a wharf—when
the new trade arrives.

20. Paragraph 5.6 of the Consultation Paper suggested that coastal shipping may in future oVer no more
than niche opportunities. This is surprising in view of the DfT statistics given earlier; ie 28% of dry cargo
tonnage moving from between Scotland and southern England used coastal shipping, as did 17% of dry
cargo tonnage movements between north England and Scotland.

21. There may be a misconception in the words “coastal shipping”. The traYcs mentioned above from
Le Havre to Silloth and from Holland to Barrow-on-Furness will not appear in coastal shipping statistics;
yet they are important in keeping traYc oV the roads by the use of short sea shipping.

22. 50 wharves on the Thames in London have safeguarded status; this means there is a presumption that
they should be used for wharves, not housing. The wharves are used mainly by small ships (as well as by
barges); the Port of London has over 70 independently owned wharves, terminals and port facilities. The
list includes wharves out of use. Some of these have already been the subject of promotional activity seeking
users and there have been about half a dozen applicants in each case.

23. Similar wharf protection is needed elsewhere. Wharves have been lost in the Medway, Southampton
and Hull. Brownfield regeneration for housing can be taken too far. Flats do not need to be beside the water;
wharves do. Ships (and barges) cannot unload if there are no wharves suitably located for them to do so; in
some cases, the ships are serving waterside industries, not unloading for further inland distribution.

24. In some cases, the status of wharves is covered by the Local Plan. However, changes to that Plan and
allowing residential development too close to wharves (leading to complaints) can take place without full
recognition of the part that wharves play in the wider scheme of things.

4. Whether Access to Ports is Adequate, Bearing in Mind the Environmental and Congestion
Aspects of Ports

25. Inland connections featured strongly in the Government’s Consultation Paper. This aspect of port
development has rather been overlooked in the past. Port development—and the location of new ports—
cannot take place without considering how cargoes are to get to/from the hinterland. We were pleased to
see the Government being robust on this with recent large scale new port plans.
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26. It is important that port development takes account not only of road and rail connections but also
coastal and inland waterway links. This can result in reduced road journies, particularly in the environs of
the port.

27. Port access is usually inadequate or non-existent for barges and small ships. Port authorities are
reluctant to facilitate cargoes being oV-loaded direct to ship; in some cases, the unloading gantries do not
reach far enough to reach a barge lying outside the large ship. Where cargoes have been oV-loaded to land,
port authorities are reluctant to facilitate re-loading to barges and small ships at the same wharf; they want
to get the next big ship in. This means that the cargoes have to be moved to another wharf (if one is available)
for re-loading. This adds to the cost of using water freight.

28. Developing ports should be required to fund the incremental infrastructure needed to accommodate
extra traYc—whether this be road, rail or water related. Provision should be made to reload to barges going
inland. The recent Immingham Docks large improvement does not provide this—even though large
tonnages of coal are imported for waterside power stations which could be—but are not—served by barges.
Provision should also be made for transhipment for coastal shipping. These aspects are just as important
as upgrading various parts of the rail network.

29. Developers of other projects—such as large commercial oYces and blocks of flats—are accustomed
to having to pay for infrastructure improvements through Section 106 agreements, accepting that their
activities will lead to increased demand. It is diYcult to see why port development should be treated
diVerently.

30. In the debates about provision by P&O of infrastructure at their London Gateway container port,
nothing has been heard about transhipment to coastal ships or barges (eg for going to the Medway towns
or upstream). In the comments about the new riverside Hull terminal, nothing has been heard about
provision to load to barges for going up the Yorkshire waterways.

5. Conclusions

We ask the Committee to recommend, in order to improve access to ports, that:

— When new port developments are proposed (of whatever size), DfT should ensure that the
provision of transhipment facilities to coastal ship or barge are fully investigated and, if relevant,
made a condition of approval.

— Port developers (in existing ports as well as new ones) should be required—and, if necessary, be
incentivised—to provide facilities to tranship cargoes to small ship or barge just as they are being
required to provide extra road and rail facilities.

We ask the Committee to recommend, in the context of regional strategy, planning and small ports, that:

— The Government should commission research into wharf protection and enhancement across the
whole country. Some examples of what can be done can be found in the DfT/Defra best practice
publication on transport energy “Planning for Freight on Inland Waterways”. Three of the 10 case
studies relates to ship served wharves.

— Port development needs to be covered by a national strategy, based on regional needs.

— Regional transport strategies and funding should recognise the importance that small ports play
in regional transport planning and in regional employment.

24 October 2006

Memorandum submitted by the Transport and General Workers’ Union

The Transport and General Workers’ Union welcomes the opportunity to respond to the Transport
Committee’s inquiry into the UK Port Industry. Given the limitations on the response laid down by the
Committee we shall comment on issues relating employment and health and safety in the port industry.
However, we would welcome to opportunity to comment on the others areas of the inquiry at a later date.

We are the largest union in the ports industry representing over 11,000 people employed on the docks,
working in pilotage and towage, and the inland waterways.

Employment

Many of the assumptions made in “Ports Policy—your views invited”, about employment in the ports are
we believe based on incorrect assumptions. The figure quoted in the Statistical Background is 54,000 full-
time equivalents (FTE). Although, it is common practice to quote full-time equivalents, using this
methodology it will underestimate the number of people actually working in the industry. Also it would
conceal the amount of part-time working in the industry.



3524742023 Page Type [E] 22-01-07 09:45:17 Pag Table: COENEW PPSysB Unit: 1PAG

Ev 92 Transport Committee: Evidence

Given that the industry is now dominated by agency or casual labour, given that the largest employers
only account for around 40% to the workforce based on the 54,000 FTE. It is our estimate that the industry
employs something like 90,000 people on direct dock work during any given year, although on a daily basis
it is likely to be closer to the 54,000 figure. The reason for this disparity is that agencies will not supply the
same people on a consistent basis, drawing on the labour available to them on the day.

We could be accused of being churlish, but we would like to take this opportunity to remind the Transport
Committee that when the Nation Dock Labour Scheme was abolished there were many statements from the
employers’ organisation that casualisation would not be reintroduced into the ports. We believed then, and
still do now, that the real reason for the abolition of the scheme was just to do that, despite the high profile
statements by leaders of the employers’ association. This is why we are calling on the Government to ratify
the International Labour Organisation (ILO) Convention 137,3 Recommendation 1454 and ILO
Convention 1525 as we believe that this would result in increased job security and raise the safety standards
of this industry. We hope that in the Committee’s recommendations it will also ask the Government to ratify
these conventions.

Given the importance of this industry we find it diYcult to understand why the Department is basing its
employment assumption on such employment data. It does not appear to have taken on the criticisms of
the Transport Committee in regard to having accurate employment figures for economic and safety reasons.

However, we do recognise the diYculties involved in collating this type of data, and it might be help to
the Department if they along with their consultants discussed these issues with the various stakeholders in
the industry.

Ports, whether sea or air, are by their very nature are employment hubs, and as a result create wider local
employment and regeneration. However, the Ports Policy document fails to take into account the changes
that have taken place in transport over the last few years, especially in regards to logistics and the global
supply chains.

As the document points out: “Ports are our gateways to the global distribution networks”, but they are
also transport hubs for the UK freight, accounting for approximately 95% of the tonnage imported into
the UK.

The changes to “lean” practices that have taken place in both manufacturing and retail sector mean that
the employment generating potential of ports are far greater than a local area. But the problem is that the
definition of port employment has become blurred and intermingled with the definition of logistics. For
example Table 1 shows the Standard Industrial Classifications that are use by the Department for Transport
to calculate freight and logistics for their statistical publications.

Table 1

LOGISTICS SIC

SIC Activity

60.10/9 Other transport by railways
60.24/ Furniture removals activities
60.3 Transport via pipelines
61.10/2 Freight sea and costal water transport
61.20/9 Other inland water transport
62.1 Scheduled passenger air transport
62.2 Other non-scheduled air transport
63.11 Cargo handling
63.12 Storage and warehousing
63.21 Other supporting land transport activities
63.22 Other supporting water transport activities
63.23 Other supporting air transport activities
63.4 Activities of other transport agencies

Many of these activities are carried in the ports but outside as well. It is diYcult to argue that the port
function now ends at the gates of the port. Indeed in the USA one port is based in Arizona, about as far
as you can get from the Eastern and Western seaboards, and has no waterways! But port related jobs are
increasingly done downstream, but this does not make them any the less port jobs, or diminish their
economic importance.

Therefore there is an important local, and sub regional issue in regard to the employment generated by
ports, but not at the regional level. If employment generation in the port area is to be increased this will
require increasing the intensity of land used for employment related purposes in the ports.

3 http://www.ilo.org/ilolex/cgi-lex/convde.pl?C137
4 http://www.ilo.org/ilolex/cgi-lex/convde.pl?R145
5 http://www.ilo.org/ilolex/cgi-lex/convde.pl?C152
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Health and Safety

We believe that the main focus of the Department of Transports Port Policy document does not give
suYcient priority to the subjects of the safety, welfare and security of employment of the workforce
employed in the ports industry.

We are concerned that the Government intends to continue, for the foreseeable future, broadly its present
policies in regard to safety within the ports. We disagree fundamentally with the statement: “We believe
there are no fundamental issues at stake around the general approach to safety and security in ports.” With
specific regards to accidents in the industry, we are of the opinion that the figure is higher than reported.
Also the health and safety of people employed within the port industry is still a matter of concern to us, as
well as the reporting of accidents and how this data is collected. This is because certain categories of workers
are not included in the figures for the docks industry, for example agency workers, hauliers and members
of the public.

Table 2

LIST THE NUMBER OF ACCIDENTS BY STANDARD INDUSTRIAL
CLASSIFICATION 1992 6322

Injuries Rate per 100,000 employees

Year Fatal Major Over 3 Total Population Fatal Major Over 3 Total
Days Days

1997–98 1 119 566 686 23,045 4.3 516.4 2,456.1 2,976.8
1998–99 4 133 558 695 23,699 16.9 561.2 2,344.4 2,932.5
1999–2000 3 118 616 737 21,400 14.0 551.4 2,878.5 3,443.9
2000–01 4 77 531 612 20,700 19.3 372.0 2,565.2 2,956.5
2001–02 3 101 546 650 22,400 13.4 450.9 2,437.5 2,901.8
2002–03 1 78 442 521 22,000 4.5 354.5 2,009.1 2,368.2
2003–04 2 49 239 290 21,900 9.1 223.7 1,091.3 1,324.2
2004–05* – 45 247 292 21,900 – 205.5 1,127.9 1,333.3
Provisional

Table 2: Injuries by SIC 6322 1997–98—2004–05—Source HSE Injuries to employees, as reported to the
HSE and local authorities various years.

From this we can see that the Health and Safety Executive estimate of the number of workers under SOC
6322 is around 22,000. These are the frontline, and we suspect, mainly permanently employed workers
employed by the major port employers.

Given the Department’s estimate of 74,000 port workers this clearly begs the question where are the
accident statistics of the other 52,000 workers being reported.We have had discussions with the HSE about
this issue and, as we understand the situation, these are the best figures they can come up with given the
current limitations of the SIC classification report systems.

Safety in Docks

According to Ports Policy—Your Views Invited page 74 ‘When the Transport Select Committee reported
on ports issues in 2003, it described the sector as “the most dangerous land-based industry in the UK”. This
was informed by the unacceptably high accident rate for docks employment. This data was in part based
on an incomplete understanding of the extent of dock employment, which the Committee itself highlighted.
In the report mentioned in the discussion document at 4.14, DfT has now published new data estimating
that the accident rate is in fact under half that reported hitherto.’

When we read this statement we had diYculty in believing it, and further investigation in to this statement
has confirmed our view that it is wrong. It is our view that the DfT consultants have committed a basic
statistical error which has result this incorrect conclusion. Table 5.4 of Employment in the Ports calculates
the accident rate per 100 employees—see Table 3.

Table 3

ACCIDENTS OCCURRING TO EMPLOYEES OF DIRECT COMPANIES ON PORT

Number of accidents and rate
Fatal Major (3 day Total Rate per 100 employees

2 405 106 52 1.2 ( 1.0-1.5)
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The rate of 1.2 per 100 employees is based on an estimated population of 54,000. However, it is normal
practice when calculating accident rates for 100,000 rate to be used to enable comparisons with other
industries. In Table 4 we have recalculated the figures using the 100,000 rate and this produces total rate of
1,207.0 nearly twice the figure of the DfT consultants.

Table 4

Injuries Rate per 100,000 employees

Fatal Major Over 3 Total Population Fatal Major Over 3 Total
Days Days

2 140 510 652 54,000 3.7 259.3 944.4 1,207.0

Also the Employment report states on page 21 “The most recent HSE estimate of accidents in the ports
industry (around 600 in 2003–04) is similar to the estimated number of accidents from the survey (even
though the HSE estimate is based on the SIC definition of the industry), so if the port employment estimates
derived from the current study are taken in the HSE accidents rates calculation, the HSE accident rate for
ports would be the same as in the current study.” However, according to the HSE the total standardised
rate for 2003–04 was 1,324.2—see Table 2 above.

If the ports are to become a safer working environment, the introduction of proper vocational training
system, with a properly documented record of skills, should undertaken as a matter of urgency. Such a
system, similar to the one operating in the building industry, would help with job security and maintaining
the skill levels of those who have achieved recognised universal standards for the industry.

With specific regards to accidents in the industry, we are of the opinion that the figure is higher than
reported. This is because certain categories of workers are not included in the figures for the docks industry,
for example agency workers, hauliers and members of the public.

Port Marine Safety Code

It is our considered view that the Port Marine Safety Code (PMSC) should be made mandatory, and not
have to rely on its voluntary code status. As well as being mandatory the PMSC it needs to have the element
of compulsion on the Port Authority, and for this to be independently verified.

Currently, discussions are being undertaken in regard to Boatmasters’ licensing on the River Thames.
This has been brought about by proposals of the European Commission.

Changes to the Boatmasters’ licensing were introduced after the accident involving the “Marchioness”
and “Bow Belle” that claimed 51 lives in August 1989. Changes were made to the criteria for qualifying as
a commercial captain on the Thames. The training period increased from two to five years and the
completion of 10 weeks of shore-based college courses was made mandatory.

The European Commission proposals reverse the decisions made in the aftermath of the accident by
reducing the training period to two years and removal of mandatory requirement to undertake shore-
based training.

Further to this, less mentor testimony will be required and local knowledge examination will only be
required for central London. In the region where more than 90% of the cargo is handled on the Thames
(below Woolwich) no local experience will be required. The area above Putney to Teddington oVers the most
challenging navigation as bridges are lower/narrower and the channel is shallower. Yet this area too will
require no local experience. The experience requirement to obtain local knowledge for the central area has
also been reduced by 75% to six months from two years. Under the proposals, only the Port of London
Authority and the MCA will be authorised to have the final say on future candidate examination success
despite the fact that they employ no individuals qualified to do so. Currently, Watermen and Lightermen
make up most of the examining committee as they are the individuals with the required knowledge.

Objections to the proposals have been raised throughout the past three years with as much as 75%
objection at public consultation (three rounds). Response at each round of consultation has been
significantly swelled by objections from the Thames. Two Early Day Motions have raised the issue with the
support of 174 MPs (EDMs 908 and 2,266), and a petition of objection was delivered to Number 10
Downing Street in July 2006 with nearly 5,000 signatures from river users.

Clearly there is a case to argue that the Boatmasters’ Licensing Scheme should be brought under the Port
Marine Safety Code, and we would ask the Committee to give its support

19 October 2006
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Witnesses: Lord Berkeley, a Member of the House of Lords, Chairman, Rail Freight Group, Mr John
Dodwell, Managing Director, Rolandon Water and Sea Freight Advisory Services, Mr Mike Gibbons,
Executive Member, Dock and Waterways, Mr Roger Sealey, Transport Researcher, and Mr Richard Crease,
Coastal, Maritime and Towage, TGWU, gave evidence.

Q275 Chairman: Good afternoon to you, gentlemen.
You are most warmly welcome here. Can I ask you
first to identify yourselves for the record, starting on
my left and your right?
Mr Crease: Richard Crease, Transport and General
Workers’ Union.
Mr Gibbons: Mike Gibbons, Transport and General
Workers’ Union.
Mr Sealey: Roger Sealey. I am a Transport
Researcher at the Transport and General Workers’
Union.
Mr Dodwell: John Dodwell, the Managing Director
of Rolandon Water and Sea Freight Advisory
Services.
Lord Berkeley: Tony Berkeley, Chairman of Rail
Freight Group.

Q276 Chairman: Good afternoon, my Lord.
Lord Berkeley: Good afternoon.

Q277 Chairman: It is very nice to have you all here.
Does anybody have anything they want to say
before we go to questions?
Mr Sealey: We are happy to go straight to questions.

Q278 Chairman: Noble fellows! Do you think we
have got a full picture of which ports are good and
which are bad with surface access in mind?
Lord Berkeley: Chairman, I think the picture is very
confused at the moment between ports and surface
access. I am interested in rail freight, as the
Committee will know. Those who want to develop
ports or want to increase the volume of rail freight
going into a port will want to know the conditions
under which they could do it. Are they required just
to build a roundabout at the end of the port
entrance, the standard section 106 agreement, or are
they going to be required to upgrade the railway line,
as in the case of Hutchison Ports from Felixstowe to
Leeds, which is a very long way away? If they are
required to do that why was Thames Gateway not
required to do the M25 widening as far as
Birmingham or something?

Q279 Chairman: Do you say we ought to have a
proper study carried out by the Department?
Lord Berkeley: I think we should have a consistent
policy on this which comes from the Department. It
is not good enough to leave it to each individual
planning inquiry.

Q280 Chairman: Would there be benefits to the
largest ports if they developed a master plan similar
to that which is required of airports?
Lord Berkeley: I see no problem in that. I know the
ports do not like it but for me a master plan would
be quite helpful, but the key is within that master
plan to set down the criteria for what has to be
funded by the ports on the surface and under what
circumstances and make it consistent throughout
the whole country.

Q281 Chairman: Yes, but you still say the
Government should do this study, so we work out
which ports have got easy access, which ports have
got bad access, which ones would benefit from extra
investment? Is that what you are saying?
Lord Berkeley: There is another basic problem. Why
do ports have to spend hundreds of millions of
pounds on surface access when quarries and
supermarkets and other people who also add traYc
to the road network or the rail network do not have
to? What is so special about a port? I know it is a
ports inquiry but I think there needs to be a
consistency of policy in planning terms across every
development.

Q282 Chairman: You are not suggesting that the
creation of a roundabout by a supermarket outside
its exit is the equivalent of a major strategic port
carrying many hundreds of thousands of TEUs,
are you?
Lord Berkeley: Of course I am not suggesting that.
Let us take Hutchison Ports, Felixstowe again. They
are being required to widen the railway line to
Ipswich, double-track it to take extra trains. That is
perfectly reasonable in my view, but once you get
onto the main network I believe that is a national
function, be it road or rail, and it applies to either
mode equally.

Q283 Chairman: So what you are really saying is that
that should be sorted out at national level?
Lord Berkeley: I am, absolutely.

Q284 Chairman: Does anybody else want to come in
on that?
Mr Gibbons: I agree. If you look at ports as primary
economic generators in the regions which support
the national economy to a great extent, and 95% of
goods come into this country by ship, then you
would have thought that in the interests of UK plc
they would have a decent railway system to carry
containers overnight, for example, with decent
routes to the north, a cohesive short sea policy for
shipping that married with that, and the balance in
road transport as well, a balanced approach,
something sustainable for the future. That is sadly
lacking in the UK. If you look at what happened in
Rotterdam not a week ago, the Dutch Government
funded a rail network to Germany from the Port of
Rotterdam, completely funded it. The Germans
jumped up and down because they could see that
Rotterdam was going to be the hub port and that
was going to leave Bremerhaven and Hamburg at a
disadvantage, but there was a government that
funded that kind of infrastructure.

Q285 Chairman: So you are saying that that is the
sort of investment at governmental level that is
needed to improve modal shift? Is that what you
are saying?



3524742024 Page Type [E] 22-01-07 09:45:17 Pag Table: COENEW PPSysB Unit: 1PAG

Ev 96 Transport Committee: Evidence

20 November 2006 Lord Berkeley, Mr John Dodwell, Mr Mike Gibbons, Mr Roger Sealey and Mr Richard Crease

Mr Gibbons: Yes, I am. If we are an island that is
what we have to do. We either put it by road, we put
it by rail or we ship it by short sea. If you look in 50
or 100 years’ time, if we are not to cover the country
in concrete we have got to use one or two of those
options, coupled with road pricing, coupled with the
carbon tax that is going to be placed on diesel or
petrol or whatever in the future. We have got to have
a cohesive policy of transport in this country
sustainable for the next 100 years. That is lacking at
the moment.

Q286 Chairman: Do you think transferring
responsibility for commercial inland waterways
from DEFRA to the Department for Transport
would improve utilisation of the water?
Mr Gibbons: Anything that adds to intermodality in
the balance between road, short sea shipping, canals
and rail is good for the UK.

Q287 Chairman: Is there anything specific we need to
do in the rail industry to speed up the intermodal
shift?
Mr Gibbons: I think we need to have simple
pathways at night so that the major container ports
can get rid of their containers overnight, and we have
got to have roadways during the day as well because
we are competing with passengers. I will give you an
example. At nine o’clock this morning I left
Winchester and it took us two and a half hours to get
here this morning because they were doing
engineering work overnight. If they did engineering
work in the Basingstoke area over the weekend that
came into Monday what do you think that did to
Southampton in the pathways north overnight of
containers? Those containers that were destined for
the north will now be sitting in Southampton over
the weekend and have to get out tonight to
Coatbridge, to Manchester, to Leeds, to all those
places. A balance needs to be struck.
Chairman: I was only smiling slightly wryly because
it took me over an hour to get from the City of
London to Westminster, so I do not think
Winchester was specially favoured today.

Q288 Mrs Ellman: Do you find the Government’s
document is encouraging? Do you think it addresses
the right issues?
Mr Dodwell: I am pleased to see the question of
inland access being addressed at last. For too long
ports have been allowed to expand without adequate
thought being given to the matter. You asked earlier
about access problems and I think from a water
freight point of view there were two matters. One is
the track being provided, the equivalent of the
strategic rail link. We are fortunate round the coast.
We have the track there. It costs nothing to build. It
costs nothing to maintain, and unless our roads are
to be completely congested we are going to have to
use the coastal seaways more. Then you have the
question of the ports themselves. Too many ports
are not keen on trans-shipping to barge or small
ship. They want to handle large vessels, get them in
and out quickly, so transferring to barge or small
ship becomes the poor cousin and until that is dealt

with you are always going to have a problem. You
asked also, Chairman, about transferring the inland
waterways from DEFRA to DfT so far as the
commercial waterways are concerned. The
responsibility for running those commercial
waterways ought in my view to be transferred. The
only reason they are in DEFRA is that DEFRA is
the sponsoring entity for the British Waterways
Board. British Waterways have some 2,000 staV,
two of whom deal with commercial freight, so you
can see that British Waterways are vastly more
interested in the leisure side. Defra have no interest
in transport at all, so the commercial waterways are
withering away for lack of attention.

Q289 Mrs Ellman: Are there any other views on
that?
Mr Sealey: We have a concern about the document
in the sense that it only deals with one part of a much
more complex problem, which is the whole problem
of the supply chain of goods moving about the whole
of the UK. The ports are just one element of that and
you have to put everything into context because if
one part does not work then the whole of it does not
work. My colleague was talking earlier about having
to get the balance right between railways and road
and it does seem to be focusing very much on one
area and not taking the global picture that we need
to be taking in the future, but we do welcome the
recognition that we have to take a 30-year view, if
you like, of the industry and not leave it to
short-termism.

Q290 Mrs Ellman: What do you think the impact
would be of limiting growth in the south east?
Lord Berkeley: We had a very interesting
presentation recently—

Q291 Chairman: “We” being?
Lord Berkeley: The All Party Rail Group in the
Commons— from the Chairman of the UK Major
Ports Group, who showed us a map of Britain with
the main concentration of destinations of inbound
goods, which was really from the West Midlands to
the North West, and therefore in terms of where
goods have to go to, they do not have to start in the
South East. I know the shipping lines might want it
and the ports might want it, but they do not have to
start there. They can start in the north east or on the
west coast. That is where the concentration of goods
comes into, and from a rail freight point of view all
we need is the gauge and the capacity, which we can
get, I am sure, and then one can deliver it. There are
plenty of terminals around there so it is quite
possible.
Mr Dodwell: I think you have to be careful about
what you mean by limiting capacity, to follow up on
Lord Berkeley’s point. Peel Ports are proposing to
build a container terminal on the outskirts of
Manchester with containers which are being
transferred by coastal ship from Southampton, so I
would not therefore say that you should stop ships
using Southampton and everything should go to
Manchester, the world is not like that, but what you
do need to do is encourage that coastal trip.
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Q292 Mrs Ellman: Do you think there is any
possibility that if growth were restrained in the south
east shippers might use other European ports rather
than UK ports?
Lord Berkeley: They have already said that,
Chairman. Was it Rotterdam, Antwerp, Zeebrugge,
Hamburg? A lot of lines have already said they will
do that and one or two of them are doing it. You
then get into the debate about continental and
British ports, their economics, their eYciencies and
everything else. There are pluses and minuses but
yes, I am sure it will happen.

Q293 Chairman: What about trying to cost the
trans-shipment? It is all very well running a large
ship into Europort in Rotterdam, or even Antwerp
with the amount of money that is going in there at
the moment, but what about the costs of trans-
shipping to smaller ships and bringing it back to the
United Kingdom? Surely that has to be factored in?
Mr Dodwell: Indeed it must. As a businessman
myself I would want it to be factored in because you
must factor in all the costs. Take, for example, B&Q
who used to receive in containers to Southampton
from the Far East, which were then roaded up to
Yorkshire. They now go into the ports of the Low
Countries and are trans-shipped to Immingham for
their northern distribution centres. They have not
done that out of love for the environment. You have
to weigh against the extra shipping cost the saving of
road costs.

Q294 Chairman: Are you saying that we do know
that is costing them more or that they find it is just
as eYcient to do it that way and, therefore, the
extra cost is absorbed? What are you telling us,
Mr Dodwell?
Mr Dodwell: I am telling you that B&Q do it,
Chairman. I do not have access to the figures, I am
afraid.

Q295 Chairman: That is a cunning answer. Now,
Mr Sealey, in your files you have the answer to this;
tell us.
Mr Sealey: Not the answer. Part of the reason that
B&Q, but also people like ASDA, are building their
own ports for receiving their goods is that they want
to control their supply chain. What is more
important to them in certain ways is the control of
the supply chain, not necessarily the cost.

Q296 Chairman: No, Mr Sealey, I am sorry, forgive
me but I do not need your interpretation of what
their management are doing because they either
have or have not taken those decisions. I need to
know whether you have any evidence that the extra
cost of trans-shipment is either a barrier or an
improvement, or whether they can demonstrate that
this makes it easier for them. If larger container
ports are not built and the larger ships cannot get in,
who factors in the cost of trans-shipment? At what
point and what is the evidence?
Mr Dodwell: The evidence is that the person who
factors in the cost is the customer because they are
paying the bill. These companies are quite

consciously taking decisions over the way that goods
are delivered to them and if it involves extra cost but
there is extra reliability and they have got control
then they will absorb that extra cost.

Q297 Chairman: When you say “extra control”, are
you saying literally that they put it in on their own
quays, control their own TEUs at every level,
whereas through British ports they do not have that
flexibility?
Mr Dodwell: Some of the big container ships go into
one port and oZoad one part of their cargo before
going on to another port to unload some more. It
does not make economic sense for the big shipping
customers to control quays themselves.

Q298 Chairman: Mr Sealey, we need some facts
and figures.
Mr Gibbons: The evidence at the moment is that UK
cargo is going past the UK, it is arriving in UK ports,
going to Rotterdam and it is being trans-shipped
from Rotterdam to the North East. That is the fact
of the matter. The reason it is doing that is because
the rail cannot take the nine foot sixes from
Southampton, that is ever increasingly going to be
the standard for transportation, and the facility now
is in place for that box that comes on a Far East ship
into Southampton, gets trans-shipped on the same
coaster that comes out of Rotterdam now and will
go from Southampton to Immingham because the
facility is there to work that coaster. It always has
been there but the purpose-built crane has been built
to bring that cargo back from Rotterdam, to trans-
ship it from Southampton, as an example, up to the
North East. Currently 25% is going by rail, a small
percentage is going by feeder ship and the rest is
going by road. As we know, the roads are going to
get congested, there is going to be road pricing and
carbon tax, so something has to be done.

Q299 Chairman: Mr Gibbons, can you actually put
figures on these percentages? I do not disagree with
you, and as an exposition of what is happening in
transport that is fine, but what we really need to
know is what are the figures that could be put on
those three forms of trans-shipment.
Mr Gibbons: I think you asked Søren Friis from
Maersk that very question at the last meeting and I
thought he was going to provide you with that
information.

Q300 Chairman: Yes, but I am asking you.
Mr Gibbons: To be honest, I work in the port, I am
a docker in the port and Maersk Line is the shipper.
That is who determines the cost of trans-shipment.
Chairman: Yes, but they were not too good on
geography so perhaps they are not entirely too be
trusted.

Q301 Mr Clelland: I think the answer has been
touched on. If we were going to develop at Teesside
a deepwater port with all of the modern facilities and
accesses and national infrastructure to feed that port
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then ships may very well be attracted away from the
busy South East to the North East rather than
Rotterdam.
Mr Gibbons: For example, last week the Karen
Maersk went into Felixstowe, it is 406 metres long,
it carries 12,000 TEUs. That is not going to go
anywhere else other than the South East because it
is on a tight schedule, it has to be in Bremerhaven the
next day, has to be in Rotterdam the next day, has
to be in Le Havre, then it has to be in the Far East,
through the Malacca Strait and it has to go to China
where our imports are coming from. Our ports
industry is based on imports and not exports
basically.
Chairman: I do not think we would actually doubt
that.

Q302 Mr Clelland: So there is, as you know, a drive
to develop Teesport.
Mr Gibbons: Yes, there is.

Q303 Mr Clelland: Do you think that is a worthwhile
project and something which could lend itself to
improving the service of ports around the UK?
Mr Gibbons: I think ports are a valuable asset in the
UK at this present time. Any diversification from the
South East I would like to see by feeder, large
feeders, 200 box ships that can take 200 lorries oV
the road, can take 200 lorries oV of congested rail
that just goes overnight from Southampton or
Felixstowe, pops into Immingham and goes on to
Grangemouth. That is what I favour. That spins the
growth from the South East to the North. The
southern ports act as trans-shipment ports then,
exactly what Rotterdam does on the Rhine that
sends the boxes from the Rhine into Austria, into the
Benelux countries.
Chairman: These are all fascinating facts but they are
not what we are after.

Q304 Mrs Ellman: Do you agree with MDS
Transmodal’s demand forecasting work done for the
Department?
Lord Berkeley: I think some of the MDS forecasting
is a little bit conservative but on the whole I agree
with the overall figures. I think the rail freight
elements that they put in are much lower than
possibly we could achieve if there was gauge
enhancement, which we might see quite soon, and a
little bit of capacity enhancement. To some extent I
think the Committee may have concentrated, and
certainly the Government has, on the deep sea
container market but there is a very big growth in
continental European/UK traYc which goes east-
west rather than north-south. The diVerence with
that is they are slightly diVerent shaped boxes and
they go into ports which on the whole are not gauge
enhanced for rail. A solution has got to be found to
that, either by doing the gauge enhancement or
develop a wagon with lower platforms and things. It
is an important flow, particularly from east coast
ports, the Humber, Tyne and the Tees, across to the
west and down to the Midlands, there is a big
demand there. I am not sure that has been fully taken
into account by MDS either. Globally, yes, I agree

but there are a few details where I think with a little
bit more encouragement rail freight could take a
larger market share than is given in the forecast.

Q305 Mrs Ellman: Where does that encouragement
and action have to come from?
Lord Berkeley: The encouragement has to come
from Government and Network Rail to allow them
to do the gauge enhancement where it needs to be
done. We have talked about Southampton,
Felixstowe to Nuneaton direct that needs doing.
There are the secondary ports—I ought to choose
my words carefully—other ports for the east-west
flows, such as Dover, Tyne, Tees, Humber, where
you either gauge enhance, which could be quite
expensive, or we are looking at these low height
wagons. Government has to make sure that the
capacity is there and then I think it will happen. If
the port is there and there are terminals, which
inland is not a problem, I think we will get more
rail freight.
Mr Sealey: We raised this question with the
Department for Transport because we were aware
that there were some omissions from the study,
specifically referring to the proposals to increase
container capacity at Southampton. We have got
some concerns that there are elements left out of the
study which could impact on that.

Q306 Chairman: Did that invalidate it or are you
simply saying you raised some beacons that said this
could have been dealt with slightly better?
Mr Sealey: We wrote that was left out of it and it
could have had an impact on the final outcome of the
study. It is diYcult to estimate if that had been
included how that would have impacted on the
study. We understood that the development was
phase one to increase by about two million TEUs,
phase two was 2.7 million and phase three was
3.7 million TEUs which was left out of the study.

Q307 Mrs Ellman: Would you say that current
planning policies are supportive of port
development?
Lord Berkeley: Personally I think that the planning
policies are a big drag on port development. You
have seen the big developments at Dibden Bay,
Hutchison’s and Thames Gateway, which have cost
the developers many tens of millions of pounds and
at the end of it sometimes they get decisions to go
ahead, sometimes they do not. What I find
extraordinary is when they are required to provide
the rail enhancements we were discussing earlier,
even so far as Leeds from Hutchison’s point of view
there is no appearance of commitment from
Network Rail or anybody else to allocate to them the
paths they need to ensure that they can operate their
trains. They could be in a situation where they have
spent £50 million on upgrading and somebody says,
“Sorry, mate, you can’t run any trains”. That is not
the way to get private sector investment in quite
clearly. There has to be a much closer link between
this and the planning conditions and for somebody
to make sure if they have invested in this, whatever
we think of the investment, they are allowed to run
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the trains and get the benefit of their investment
rather than have a competitor do it from down the
road, which could happen.
Mr Gibbons: In reference to the MDS Transmodal,
the growth rate for containers at 177% over the next
20-odd years and for ro-ro 133% over that period, if
that is the forecast and that is an underestimate the
system that we currently have will not cope with that
increase, it is as simple as that if we do not diversify.
The roads will not take it. Unless we want to cover
the UK with concrete that growth is not sustainable
on the present system of the road, rail utilisation and
the move, as I said, to nine foot six boxes. Something
has to be done within the hinterlands from ports to
make them eYcient so they can get rid of their cargo
eYciently by day or by night, so we have a
sustainable distribution of goods in the UK because
177% over 20 years is some figure.
Mr Dodwell: In answer to the question about
planning policies, we have the right planning
policies, it is the implementation which is the
problem, which I think is partly what Lord Berkeley
was saying. Let me give you an example: in Truro the
use of the wharf has been threatened because the
local people do not like the dust and noise. I
sympathise with that but the answer is not to close it
down, the answer is to solve the problem. There is a
proposal to enlarge the canal to Leeds so it can take
barges which could carry containers. It requires
some £10 million of improvements. Implementing
that is the diYcult point. I do not think that planners
generally recognise the importance of wharves
around the country. It has been said by someone else
that a river without wharves is like a railway without
stations. If you cannot get—

Q308 Chairman: There are some who would like
that!
Mr Dodwell: There are too many cases of wharves in
ports which have been served by small ships being
closed down and having houses built there. Flats do
not need to be built by the waterside but wharves do.
People, particularly planners, are not as aware as
they should be that, for example, some 24% of all
UK internal freight movements actually go by water
between Scotland and the South of England in the
dry cargo market some 28% goes that way. It
probably means we need a massive planning oYcers’
seminar to educate them on what they do not appear
to know enough about.

Q309 Mr Scott: I would like to move on to safety, if
I may. The Department claims that the Port Marine
Safety Code is proving eVective. Do you agree with
that?
Mr Crease: Not at all. Let us not forget that the Port
Marine Safety Code was brought in on the basis of
one of the worst environmental accidents in the UK,
the Sea Empress, oV of Milford Haven. It is basically
a voluntary code that relies on ports signing a letter
of compliance. There are no regulatory authority
audits that take place within that. That is something
that we wish to see, and the Code made mandatory.
The Code actually represents navigation, the transit

of vessels into the ports alongside the quay walls of
the ships, the towage, the mooring gains and
everything afloat, including the pilots. Within that
Code it sets minimum standards and even those
minimum standards that we recognise and have are
not recognised by the port authorities or the MCA
because they are classed as minimum standards, so
it is a dumbing down of our industry. We are now
seeing towage companies bringing in low cost
labour, EasiTug eVectively, to man these tugs up in
competition, you have got the issue of the Spritser
Abstein(?) takeover which will bring about a major
eVect within the port structures of dumbing down
the industry even more so.

Q310 Mr Clelland: Could that be what Bob Crow
was referring to as the danger of accidents increasing
because of the drive to increase eYciency and
productivity?
Mr Crease: Bear in mind the Port Marine Safety
Code is for things that float eVectively, tugs,
mooring boats, pilot launches and pilots. The fact of
the matter is the towage companies are under
pressure from the shipping companies to reduce
their costs which encourages customers to bring
their ships into the port. That is the first point of
reducing the cost within the entry into the port.

Q311 Mr Leech: Mr Crow said earlier that there was
not any discernible diVerence between the ports that
implemented the Code and the ones that did not.
Why is there a need to make it compulsory if it does
not really make any diVerence?
Mr Crease: To make it compulsory means that it is
regulated and within the Marine Coastguard
Agency there is an audit process and everybody is
accountable. The position at the moment is there is
no accountability, it is just the chief executive
signing a letter of compliance to say that they
comply and, God forbid, the only time we are going
to find out that they really do not comply is in the
event of another major environmental incident.

Q312 Chairman: Are you saying that it is not really
audited?
Mr Crease: No.

Q313 Mr Scott: You are saying that not only is it not
audited but there are no real checks, it is just
somebody writing and saying “Everything is okay,
so that is fine”?
Mr Crease: Yes. It is a letter of compliance that is
signed oV and sent to the MCA in Southampton. I
sit on the steering group. It is a letter of compliance
that is signed oV to say they comply with the
document.

Q314 Chairman: Have you asked in the steering
group how often this is audited and how many
people are capable of doing that?
Mr Crease: These questions have been asked on the
steering group.

Q315 Chairman: We know the questions, what is
the answer?
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Mr Crease: The answer is at the end of the day that
as far as they are concerned it ain’t broke so there is
no need to fix it. They are demonstrating compliance
by signing oV the form, so let us not rock the boat
too much.

Q316 Chairman: Mr Sealey, are the figures that were
given to us earlier on about the increase in
accidents correct?
Mr Sealey: Yes. They were figures supplied to us by
the HSE from their statistics oYce. They were
compiled over a number of years. Yes, they are
correct.

Q317 Chairman: Are you telling us that although
there was a 70% change initially the figures are now
going the wrong way again?
Mr Sealey: Yes. The problem with the industry is
that the population they draw from is a fairly small
size and from one year to the next you can get a
major fluctuation of the statistics. The general trend
we would recognise is coming—

Q318 Chairman: Down.
Mr Sealey: It is coming down, something which we
welcome, but we think there are big black holes in
terms of information which we have identified.

Q319 Mr Scott: I am going to come back to that
because we were given the figure earlier of 478
accidents. In any industry that would not be an
acceptable level of accidents whether it was coming
down or not. It might be better but certainly 478 is
not acceptable. What do you think could be done?
Mr Sealey: There are two issues. Clearly there needs
to be proper recognition that the nature of the
industry is dangerous and, therefore, anybody
working in that has to have a minimum level of
safety training before they can go into that and then
there is proper control that when they are in that
environment they are operating machinery or
practices that they have been trained to deal with.
Our biggest concern, which we have indicated, is the
promise that was given at the time of the abolition
of the Dock Labour Scheme that there would be no
return to casualisation. The competition now is to
drive down costs, to produce the lowest costs,
therefore you reduce your fixed costs, you do not
have permanent labour, you have casual labour.
Until we deal with those twin issues the industry is
going to continue to be unsafe.
Mr Gibbons: I agree that those accidents are
unacceptable. We received this document in the last
part of the year—

Q320 Chairman: They cannot take a record of “this
document”, Mr Gibbons, you have to tell us the title.
Mr Gibbons: It is the discussion document on the
Ports Policy Review. It said: “The Transport Select
Committee reported on the ports issues in 2003 and
said that we have the most dangerous land-based
industry in the country”. The DfT then did their own
survey and we came out to be half that accident rate.
It says: “. . . has now published new data estimating
that the accident rate is in fact under half that

reported hitherto”. Going from the worst land-
based industry to halving the accident rate over two
years we thought was rather dubious so we had them
in and we had a chat with them.

Q321 Chairman: Who were the “him” in this case?
Mr Gibbons: The “him” were the bureaucrats from
the DfT.

Q322 Chairman: Yes.
Mr Gibbons: We asked them how they conducted the
survey and they said they contacted PSL and PSL
gave them a list of companies and they wrote to them
and then 25% replied, or 30% of those companies
replied, and they came up with this figure. This is one
of the major issues we have with safety in docks, that
this statement in this document is incorrect, it is not
telling the truth, it has been arrived at by dubious
methods, to arrive at an accident rate halved to a
15% reduction from what was the most dangerous,
accident-prone industry in the country. We have just
heard there are 478 accidents. It is how you get that
information. We are concerned that where the
accidents are is bad training, bad supervision, bad
health and safety policy and are generally linked to
casual employment.

Q323 Mr Scott: What you have just said is it is
equivalent to an estimated reading on your
electricity meter.
Mr Gibbons: Correct.

Q324 Mr Scott: “We guess this is the number of
accidents so that is what it must be”.
Mr Gibbons: Correct.
Mr Sealey: As we put in the response, the
methodology that they used where the consultants
multiplied it by one hundred to give a percentage
figure rather than using the 100,000 standard rate,
which is the one you would normally do to do a
comparator, by doing that they eVectively doubled
their own accident rate bringing it in line with what
would be the normal statistical process.

Q325 Chairman: When you were having this debate
with them, Mr Sealey, did they question the initial
evidence on which the Transport Select Committee
based its data?
Mr Sealey: No.

Q326 Mr Clelland: We also heard that other ports
are more eYcient and more productive than ours
are. Is there any way of improving the productivity
and eYciency of our ports without jeopardising
safety?
Mr Gibbons: No. I think safety is at the heart of all
our actions in the port. If you work in a port and you
accept it is one of the most dangerous land-based
industries in the country, you have got to have
suYcient training, suYcient induction, constant
health and safety awareness, you have to do risk
assessments, you have to make sure that people are
well aware of their duties to protect themselves.
They are eYcient on top of that, but that is not a



3524742024 Page Type [O] 22-01-07 09:45:17 Pag Table: COENEW PPSysB Unit: 1PAG

Transport Committee: Evidence Ev 101

20 November 2006 Lord Berkeley, Mr John Dodwell, Mr Mike Gibbons, Mr Roger Sealey and Mr Richard Crease

hindrance to it, that is just an example of very highly
trained, very motivated individuals who are
protected in their environment by a safety umbrella,
which they are aware of. What we are saying is in the
established ports, in the ports that employ
permanent individuals, that is the benchmark. It is
when you go to the agencies that are supplying to
these ports on an annual basis untrained, unskilled
people who are not trained in safety that is where
these accidents come from. That is our contention.

Q327 Chairman: I need to take you now, gentlemen,
in order not to detain you too long, through a
number of things. There have been two years
between the announcement in the 2004 White Paper
of a ports review and the consultation document, is
that too long?
Mr Dodwell: Yes.
Mr Sealey: Yes.

Q328 Chairman: Thank you. Does the
Government’s assertion that it had to wait to make
the decisions on the three South East ports
constitute suYcient reason for delay?
Mr Sealey: No.

Q329 Chairman: Is that a no, my Lord?
Lord Berkeley: No, it is not suYcient reason for the
delay. If you take the Government’s excuses to an
extreme they will never produce anything because
there is always some port that wants to be doing a
development.

Q330 Chairman: Is the document itself any good? Is
it in the right areas?
Lord Berkeley: I think the document itself covers the
right areas but, as I said, it is very late.

Q331 Chairman: Late but adequate.
Lord Berkeley: Yes.

Q332 Chairman: Given the increasing investment in
ports by investment companies, is there a danger
that ownership is going to be too remote from the
sharp end and the day-to-day operations of the port?
Mr Dodwell: Yes.

Q333 Chairman: Do you see any evidence of that
developing in the ports with which you deal in your
union, Mr Sealey?
Mr Sealey: It is diYcult to give specific evidence but
what we are looking at is the long-term. We are
saying that this document and the Government’s
policy is looking to a 30 year strategy for the ports.
Especially with these modern hedge funds and those
sorts of things looking for a 15% return on capital
employed per year they are not looking to that type
of thing. The underlying problem we have with the
document is that it does not deal with the fact that
ports are a public good and that is an issue that
should be under the control of the Government and
they should have control where reports are being
produced.

Q334 Chairman: Are Trust ports suYciently
accountable to their stakeholders?
Mr Gibbons: Trust ports are there for the
community, are they not? Trust ports arose out of a
community need.

Q335 Chairman: So what steps do we need to take to
safeguard the ports and the wharves, Mr Dodwell?
Mr Dodwell: We need a comprehensive review of
what is going wrong, Chairman. On the Thames
through the auspices of the Port of London
Authority and the Mayor of London we now have
50 wharves which have safeguarded status.

Q336 Chairman: Out of the remaining?
Mr Dodwell: This is either side of the Thames
Barrier, 25 upstream and 25 downstream.

Q337 Chairman: Up to the extent of the Port of
London Authority waters?
Mr Dodwell: As far as Wandsworth. We do not have
anything similar in other parts of the country.

Q338 Chairman: You are saying that is a minimum
requirement?
Mr Dodwell: It is a minimum requirement because if
you do not know where the wharves are you do not
know where the potential unloading points are and
we do not know which ones we should be
safeguarding.

Q339 Chairman: The Government has got a basic
policy of non-intervention, is that a help or a
hindrance?
Mr Sealey: We believe that is a hindrance. As I said
earlier, we believe the ports are a public good and it
is important that the Government takes overall
strategic control of the ports and port policy.
Mr Gibbons: If you put monetary value on it, in the
last couple of years Associated British Ports was sold
for three billion to four equity partners outside of
this country, you had P&O sold to the Government
of Dubai for nearly £6 billion, but going back to
ABP, for example, 19 ports were sold for three
billion, in 1983 the Government sold them for 76
million. Infrastructure funds, whether they be
governments, MacQuarries or whatever, looking at
British ports as an investment in an investment
stream over the next 20 or 30 years borne out by the
increase of trade in the importation of goods into
this country where we go from a manufacturing
country to a direct import country, that is what is
happening and they can see it and the values are
placed on them. If you allow those companies to
operate in this country under the free market then
they have got to give something back, I think.

Q340 Chairman: Why should the ownership of a
port, to be devil’s advocate, make that much
diVerence? As long as the money is being put into the
port, as long as Government controls its safety
regulations, as long as it is working eYciently and
not stopping the movement of goods and services,
why should it matter who actually owns it?
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Mr Gibbons: It depends where you are in Europe. If
the majority of ports in Europe are state owned and
act in the national interest and this country is a free
market—

Q341 Chairman: In their own national interests.
Mr Gibbons: —a market-led approach is acting in
the country’s interest.
Mr Dodwell: I think as you said, Chairman, as long
as the money continues to be invested, that is the
absolute key point.

Q342 Chairman: Is there any reason to suppose
somebody who owns an asset is not going to
continue to invest in it in order to get more money
and profit back?
Mr Dodwell: I am afraid it is not that simple. Yes,
they will do it if they have got a 25 year guaranteed
income from it. The old ports industry would take
far more risk.

Q343 Chairman: I am interested to hear this view of
them being a revolutionary group, that is not my
experience.
Mr Dodwell: If your parent company is overseas and
it has a decision where in the world to invest, it may
not choose the UK to invest because—

Q344 Chairman: That surely is a good argument for
controlling the ownership of the ports, not
necessarily the way that the ports develop. Both you
and Mr Gibbons are giving me two diVerent sides of
the same coin. You are both saying that in a strategic
sense it is dangerous for any country to allow
something as basic as the asset of a major port to go
outside the control of firms that are of United
Kingdom origin because they would not have the
same national responsibilities. Is that what you are
telling me?
Mr Dodwell: I would follow you as far as dangerous,
Chairman, I would not follow you so far as to forbid
because there are always special cases. Yes, it is
something that should have been looked at more
closely than I believe it was.

Q345 Chairman: Let us look at the security
programme. How serious is the threat of terrorist
attacks at UK ports or on vessels entering or
leaving?
Mr Sealey: The threat may not only be to vessels
entering or leaving but if a group of terrorists
actually hijacked, if you can imagine, a liquid gas
container ship which it brought into an area and
crashed, it would be like a fireball.

Q346 Chairman: Does the National Maritime
Security Programme work? Is it suYciently robust to
counter the terrorist threat?
Mr Sealey: Yes, I think it is.
Mr Gibbons: Yes, I think it is.

Q347 Chairman: What has been the impact of
extending the maritime security regime from
passenger vessels and ro-ro services to cover all
shipping?

Mr Gibbons: If it is a positive it is perceived as a
threat then TRANSEC should go there.

Q348 Chairman: What is the relationship that all of
you have with TRANSEC in some form or other? In
any particular set of circumstances do the ports
through their health and safety have direct contact
with TRANSEC?
Mr Gibbons: Yes.

Q349 Chairman: So your unions will have talks?
Mr Crease: That was one of the things that was
raised under the Port Marine Safety Code as to the
consultation process, that there is no consultation
process. In the event of a terrorist attack we would
not know how it would be dealt with, there are no
contingency plans.

Q350 Chairman: Even now the bulk of the people in
the port must be yours surely?
Mr Crease: Yes.

Q351 Chairman: You are not consulted about what
would happen if a situation arose that required
immediate action at various levels over and above
those which management control?
Mr Crease: No.

Q352 Chairman: I think that there is a diVerence
between the seven ports that operate their own
police force from the others but we have not yet been
told what that is. Do you know?
Mr Crease: No.
Mr Dodwell: No.

Q353 Chairman: What are the benefits of a port
operating its own police force, have you any views
on that?
Mr Gibbons: I was fortunate enough to be working
with British Transport Police initially in the period
that I spent in the docks and I always thought that
the police had a certain amount of authority. I dare
say security guards, companies, that are here one
minute and changed the next, Group4 or whatever,
are changing. What you had with the police was a
presence there, you had a regulation within that
police force and I thought it was beneficial.

Q354 Chairman: Mr Gibbons, are you harking back
to a society where we had a nice, staid happy
situation where the ports were patrolled by reliable
gentlemen in uniform but we did not have all these
very eYcient new security firms that we now have
operating, or do you genuinely believe they were
better?
Mr Gibbons: If you get a security scare, for example
in Heathrow Airport, the security goes to one side
and the police arrive with machine guns and take
over. They are a holding operation. If something
really did happen you would have the police there
with their machine guns all over the place.

Q355 Chairman: Oh, I am sure no member of the
Transport & General Workers is actually asking for
an extension of men with machine guns.
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Mr Gibbons: No, but you know what I am saying.
The security guards are—

Q356 Chairman: Or even women with machine guns.
Mr Gibbons: The security guards are all right but the
police do a better job.

Q357 Chairman: Do you know anything about the
“known-shipper” system for cargo?

Mr Gibbons: No.

Q358 Chairman: Okay. Gentlemen, you have been
very helpful. One final question: any Habitats
Directive causing you untold grief?
Mr Gibbons: Habitats Directive? Port Services
Directive Mark 3, species in danger: dockers.
Chairman: On that note, Mr Gibbons, I have to tell
you I find that the most unlikely outcome of all.
Thank you very much, gentlemen, you have been
very helpful.
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Memorandum submitted by DP World

Summary

This memorandum provides information on the following:

— Overview of DP World internationally and our commitment to the UK.

— Ownership of ports in the UK.

— Is the general policy framework as set out in “The Future of Transport”, adequate for port
operations in the 21st Century?

— Is surface access to ports adequate?

DP World Background

DP World is one of the largest marine terminal operators in the world and has the widest network of any,
with 51 terminals spanning 24 countries and five continents. We have a global capacity of more than 50
million TEU1 and a dedicated, experienced and professional team of around 34,000 people providing
services in some of the most dynamic and challenging economies in the world.

In March 2006, DP World made a significant investment in the UK with the £3.9 billion acquisition of
the P&O Group, including its worldwide ports business and European ferries operations.

This investment reflects a long-standing association between the UK and Dubai, where DP World as a
Dubai Government-owned organisation is headquartered. This close relationship has resulted in major
investment and expansion opportunities for companies based in both markets.2

The acquisition of P&O confirmed DP World’s position amongst the top tier of global container terminal
operators bringing increased scale and international presence to a company that had already extended far
from its roots in Dubai to include Europe, Africa, Australia, India and the Middle East. This portfolio had
been built both through highly successful organic expansion and through the acquisition, in 2005, of US-
based CSX World Terminals. DP World is committed to maintain this growth in key established markets
and in new and developing economies.

DP World is a committed and active owner of the businesses it controls. Our commercial success is
dependent on our ability to bring good management to all aspects of our operations.

At the heart of our business is the ownership and management of international marine terminals. The
origin of our expertise is Jebel Ali port and free zone in Dubai which we have established as the most
successful development of its kind worldwide. The port is the largest man-made marine terminal in the world
and one of the busiest and the free zone hosts some 5,500 companies, including operations for more than
100 Fortune 500 global businesses.

This expertise has been complemented by experienced port management professionals from CSX, P&O
and many more of the world’s leading marine organisations.

As a result, we have an in-depth understanding of the long-term requirements of port and infrastructure
developments. Moreover, at DP World we have the desire, knowledge and resources to make these
commitments and to see significant new projects through to successful completion.

Our investments and our growth have been, and will continue to be, driven by our customers’ needs:

— DP World’s expansion in new territories has been the result either of our customers’ desire to work
with us in those regions, or of working with those customers to anticipate their market
requirements into the future.

1 TEU—twenty foot equivalent unit. This is the standard size of a container and is a common measure of capacity in the
container business.

2 The UAE is the UK’s ninth largest export market worth £5.5 billion in 2005. There are some 120,000 British citizens living
in the UAE. 85% of UK-UAE trade is conducted through Dubai.
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— DP World invests heavily in new technologies that will ensure that we are always able to oVer our
customers the best service. For example, our Jebel Ali terminal is the first in the world to be
equipped with “quad-cranes” which double our eYciency in loading and unloading vessels.

— DP World is at the forefront of container security initiatives and was recently the first global
terminal operator to be certified under ISO 28000 for Security Management Systems for the
Supply Chain.

Ownership of Ports in the United Kingdom

DP World now has the following interests in the UK:

— Container terminals—DP World manages operations at the following ports:
— Southampton Container Terminal, in which we are majority partners with Associated British

Ports (ABP); and
— Tilbury Container Services, in association with Forth Ports and ABP.

— The planned development of the London Gateway Port and business park—where we are both the
lead investor and promoter of the project.

— P&O Ferries and its associated businesses (P&O Irish Seas and P&O Ferrymasters, the European
logistics and freight management company).

— P&O Estates, our property development, management and investment arm that has interests in a
number of projects in major redevelopment areas around the UK.

Together, these businesses and our Europe and North West Africa regional head oYce, based in London,
employ almost 6,000 people.

Future investment in the UK

DP World regards itself as a long-term investor in the British economy and, since our arrival in the UK
with the acquisition of P&O in March this year, we have already made significant commitments to the
further development of our interests here. Examples of this include:

— Southampton Container Terminal—some £30 million has been committed to the expansion and
enhancement of our operations in Southampton between now and the end of 2007. This
investment will secure Southampton’s future as a major calling point for the world’s shipping lines,
maintaining the city’s position as a gateway for global trade.

— London Gateway—we will be investing in the order of £1.5 billion over the next 10–15 years in the
development of a world class port capable of handling the largest deep-sea container ships
alongside a major logistics and business park. London Gateway is a large brownfield development
at the heart of the Thames Gateway regeneration area located on the site of a former Shell oil
refinery in Thurrock, Essex. When the development is completed, it is expect to provide up to
14,000 new jobs. The Department for Transport and the Department for Communities and Local
Government have indicated that they are “minded to” approve the London Gateway Port and
Park and we are hopeful of receiving final approval for the projects in the near future.

— P&O pension scheme—DP World has made a £125 million top-up payment to the fund earlier this
year and committed to a further payment of £75 million over the next five years to address the P&O
UK Pension Fund scheme deficit, thus meeting its obligations towards P&O pensioners.

With ownership, comes responsibility to the communities where we operate. A successful terminal enables
the economy of an entire region to grow: we estimate that for every job within a terminal, there are up to
five created in the regional economy. We are therefore committed to engagement with those communities
local to our operations.

This approach is clearly evident in our management of all of our UK operations where we frequently work
with local interests such as residents groups and special interest campaigners as well as local authorities,
county councils, MPs and regional development bodies.

Is the general policy framework as set out in “The Future of Transport”, adequate for port operations in the
21st Century?

Generally speaking, the vital role played by UK seaports and terminals to the supply of physical goods
into and out of the UK is not adequately recognised in the White Paper, “The Future of Transport”.
Consequently, the need to supply adequate transport infrastructure to and from ports seems to have been
submerged under planning restrictions and financial restraints.

DP World has only recently experienced the planning environment surrounding a major port
development—the proposed London Gateway. We remain anxious to receive final approval for this major
investment programme. As a result, we are not in a position to comment further on this matter in advance
of final planning approval by the Secretary of State for Transport.
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However, it is DP World’s ambition to reach the highest operational and service standards within the
terminals which it is responsible for building and operating in the UK.

We believe that the Government must play a significant role in pushing forward the necessary approvals
(in terms of planning and linked infrastructure) for essential deep sea container facilities to ensure that
adequate capacity always exists to service importers and exporters.

Is surface access to ports adequate?

DP World has only come to examine the issue of surface access to UK seaports recently, as a result of
our acquisition of P&O. However, it is clear from experience at Southampton Container Terminal, Tilbury
Container Services and at the proposed London Gateway development that there needs to be greater
attention paid to the provision of adequate transport links to and from major container terminals. Whilst
the majority of haulage to and from terminals will be by road, there are clear benefits in developing eYcient
and cost eVective distribution systems using rail freight and coastal shipping, particularly, as a sustainable
alternative to road.

Attention should be given to those installations and developments which are going to dominate the deep
sea container market for many years to come. Government policy should be to increase the eVectiveness and
eYciency of these facilities by ensuring that routes to and from the main markets are prioritised in planning
terms. Developers should not be expected to pay extensive dowries for infrastructure improvements which
are sometimes only remotely relevant to the seaport development.

18 October 2006

Memorandum submitted by the Chamber of Shipping

Chamber of Shipping

The Chamber of Shipping is the trade association for the British shipping industry. It has 130 member
companies, from all sectors of the shipping industry, who, between them, call at all classes and types of ports
in the UK.

Ownership

In shipowners’ experience, the customer-responsiveness of any given port is determined by how it is run
rather than by its ownership structure. The recent transfer of ownership of a number of UK port businesses
to overseas interests gives rise to no concern. Similarly, favourable and unfavourable impressions have been
created by private, trust and municipal ports alike, in no discernible pattern.

Shipowners’ only general concern in relation to ownership is concentration of ownership. Where
neighbouring ports (Forth and Dundee, for example) which once competed with one another are now single
business entities, there is potential for competitive disciplines to cease to apply, with adverse eVects on their
customers.

General Policy Framework

The Government’s existing policy towards ports—with its market-led approach, encouraging ports to
compete for business and to invest for the future according to normal commercial principles—has served
the shipping industry, and the UK’s wider national interest, well. It has fostered the development of a ports
industry in the UK that is, for the most part, eYcient and responsive to the needs of its customers.

Over the last few years, however, limitations to that policy framework have become apparent. Above all,
it has failed to secure adequate capacity. Market-led schemes brought forward by ports to deliver new
capacity in response to rising customer demand have been delayed or blocked altogether. Nor is the
continued availability of existing capacity guaranteed, as increasingly restrictive environmental legislation
has come to threaten the viability of some ports, particularly short sea wharves.

As their customers, this failure to secure adequate capacity at UK ports is a matter of the gravest concern
for shipowners. It should be a matter of wider concern too. With 95% of the UK’s international trade carried
by sea, UK ports have a crucial role in underpinning the national economy, and a constraint on port capacity
is thus a constraint on economic growth and national prosperity.

It is important to recognise that this is not a failure of a market-led approach. Rather, it reflects the limits
that have been put on that approach, which constrain the ability of ports to respond to the needs of their
customers. These limits are imposed not by the Government’s ports policy, but by extraneous constraints,
chiefly environmental legislation. The current review is an opportunity to restore balance to the policy
framework so that ports can serve their customers and the wider economy to the full.
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Currently, the application of pure ports legislation gives rise to concern in only one area: namely, the
protection notionally provided by Section 31 of the Harbours Act 1964 against abusive charging by ports.
This has assumed a new prominence as the demand for port capacity has outstripped supply, and shipowners
have been left as captive customers unable to invoke the normal market remedy to excessive port charges
of taking their business elsewhere (or threatening to do so).

Section 31 has been invoked twice in the last two years and, on both occasions, it has proved
unsatisfactorily slow. One decision took 18 months. In the other case, where the port’s charges had risen by
a staggering 1,000%, 18 months have elapsed without a decision. Moreover, in assessing whether a charge
is abusive the DfT bizarrely applies a test which takes no account of the value-for-money relationship
between the charge levied against a particular ship and the service provided to it.

The Chamber has urged the DfT to operate Section 31 more eVectively, by applying a more intuitive test
and providing a response to appellants within weeks not months, so that it can provide the protection that
is required against abusive charges.

Demand Forecasting

The forecasts prepared for the Department of Transport by MDS Transmodal are, largely, consistent
with shipowners’ own projections for each cargo sector—although the forecast of 6% growth pa until 2010
for containers is viewed as very cautious. Most operators’ projections for ro-ro growth are likewise greater
than the 3.4% forecast by MDS but, as they are mostly port-specific rather than national, a comparison is
not straightforward.

The Chamber considers that MDS Transmodal’s forecasts are credible, at least for the next five years or
so, and can usefully serve as a foundation for the ports policy review. When considering their implications
for port (and connecting infrastructure) capacity, however, it would be prudent to regard them as forecasts
of minimum demand and to recognise that actual levels of demand are likely to be higher.

Beyond the next five years, the reliability of the forecasts is likely to be more questionable. The global
economic climate cannot be predicted with the same degree of confidence. Nor is the continued rate of
relocation of manufacturing to the Far East so easily predictable. Moreover, the as-yet-unforeseeable eVect
of the Energy Review, which will drive the long term demand for oil, gas and coal terminal capacity, will
become clearer. Just as there is a utility to reliable forecasts now, so there will be a utility to reliable forecasts
over the life of the ports policy.

The Chamber has therefore urged DfT to keep the current forecast updated, to turn it from a useful
snapshot into a resource of ongoing value, and accordingly to adopt a responsibility for publishing further
forecasts on a regular basis.

Adequate Capacity

Congestion at major container terminals and ro-ro ports clearly demonstrates that capacity in those port
sectors is not adequate to meet current demand, particularly during peak periods. Whether capacity will
adequate in future will depend on the speed at which new terminals are built and the accuracy of forecast
traYc growth.

Port congestion poses obvious operational problems. From a policy perspective, however, the Chamber’s
greatest concern is that the current planning system, far from facilitating the provision of new port capacity,
acts as an eVective restraint on it. The system is slow, complex, costly, and inconsistent. Moreover, it
contains an inbuilt presumption against new port developments.

The recent applications for consent to build new container terminals have highlighted cost and procedural
complexity, mostly deriving from environmental legislation, of making applications and the excessive time
taken to determine them (3° years for Dibden Bay and 4! years for London Gateway). There are serious
concerns that such protracted uncertainty may deter potential investors. And, although it cannot be stated
with certainty that up-front costs act as a barrier, it is notable that most applications relate to large projects
and conspicuously few to smaller terminals.

Moreover, there is now a presumption, introduced by the EU Habitats Directive, against development
where an adverse environmental impact is expected—in eVect, an inbuilt presumption against all port
development. It is extraordinary that HM Government should have signed up to a regulatory framework
that establishes a presumption against the provision of infrastructure on which the wellbeing of the national
economy depends.

The existence of a qualification that allows this presumption to be overridden for imperative reasons of
public interest does not make the framework satisfactory. It is surely inappropriate that consideration of
the public interest should be secondary to an arbitrary presumption. It is also odd that there should be an
onus on the promoters of a commercial project, not only to demonstrate that their project serves the public
interest, but also to establish what the public interest is. In practice, proving an overriding public interest
in each case is arduous and time-consuming.
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The Chamber has therefore urged the Government to seek an amendment to the Habitats Directive and
other relevant EU instruments so that the current presumption against all development is replaced by a
presumption in favour of projects that serve the public interest. This would place an (appropriate) onus on
those who believe that the public interest should be subordinated to environmental concerns in any instance
to persuade the Government, as guardian of the public interest, of their case.

This clearly is a long-term objective. In the interim, the Chamber has therefore urged the Government to
establish as a point of policy, on which applicants and Inspectors can rely without challenge, that the
existence of suYcient port capacity to handle the forecast growth in cargo traYc is a matter of public interest
that overrides other concerns. This should enable the planning system to operate in a way that is less likely
to obstruct or deter investment in port capacity, until its fundamental faults are removed from the various
EU instruments in which they are currently embedded.

Regional Development

The debate about the role of ports in regional development strategies presumes that port development
could (or should) be favoured in some regions over others in order to serve as a motor for economic
regeneration. This notion rests on a premise that maritime traYc is susceptible to being induced (by the
prospect of, say, less congested terminals and roads) to divert to ports in diVerent regions of the UK from
those through which it currently passes. This betrays a failure to recognise the forces that determine choices
of port.

The routeing of some traYc is pre-determined. Oil and gas traYc can be handled only at specialised
terminals connected to refineries or the national pipeline network. Driver-accompanied ro-ro freight traYc
will, due to the economics of the haulage industry, inevitably be concentrated on Short Sea routes: across
the English Channel, the North Channel, and the central corridor on the Irish Sea.

Deep sea container vessels on Far East trades will call only at ports in the South East of England, since
80!% of their cargo is destined for Continental European ports. Significant deviations from a straight
course between Cape Finisterre and Antwerp/Rotterdam/Hamburg in order to call in the North or West of
England would be uneconomic for the small proportion of cargo destined for the UK—and, without
fundamental changes in routeing patterns, it is unrealistic to expect them to occur.

Other traYc is significantly more mobile and flexible. Trades whose routeing is not predetermined by
virtue of most of the vessel’s cargo being destined elsewhere or which do not required highly specialised
facilities are able to choose from a wider range of ports. However, even where such choice does exist, it exists
only insofar as it fits with the customer’s demands for his cargo to be delivered to or collected from a
particular place. Where the customer wants his cargo is the determinant.

The regional dimension of ports policy, therefore, needs to be trade-specific. It needs to recognise that
the routeing of some trades is predetermined and to facilitate the provision of adequate port and related
infrastructure for such trades in the regions concerned. In relation to trade flows that are not predetermined,
it needs to serve the cargo demand that exists locally. It needs to recognise the benefits, in terms of overall
sustainability, of regional demands being met locally and it needs actively to accommodate such schemes—
like, say, a new wharf to handle import of aggregates and export of waste in an area where significant new
housing is being developed—as are put forward.

Our clear view is that it is neither appropriate nor necessary for ports policy to seek to initiate or promote
port development in particular regions. In a market-led sector, commercial schemes will be put forward to
meet demand that exists. Where they are not, suYcient demand is unlikely to exist and port developments
initiated in those circumstances are unlikely to be viable—leading to closure or a requirement for ongoing
subsidy. Neither outcome would represent a good use of public funds.

The Future for Small Ports

The Chamber sees clear demand for Short Sea Shipping and, with it, a demand for wharves and terminals
around the country at which smaller ships can discharge and load. Sustainable transport calls for the
existence of wharves close to centres of population, particularly for bulk cargoes such as aggregates and
waste. There is no reason why smaller ports should not have a viable future. However, their viability is
currently threatened by a combination of regulatory costs and environmental restrictions and, in the case
of town-centre wharves, pressure for redevelopment. The eVect may be seen in the progression of closures
of such ports in recent years.

All ports are of course subject to environmental costs but these pose a particular threat to smaller ports
where modest volumes of business cannot support heavy overheads. The location of many smaller ports in
town-centres also tends to bring tighter restrictions on operating hours (on noise grounds)—especially
where the redevelopment of neighbouring sites for housing has introduced new neighbours who are
extremely unsympathetic to port or shipping activity, particularly at night.

It is perverse that those wharves that have the greatest potential to contribute to the Government’s
strategy for sustainable transport should be under the greatest threat from environmental restrictions. The
Chamber has urged the Government to review those restrictions, to ensure that the overall environment is
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not neglected by a focus on individual environmental duties. Specifically in relation to noise, the Chamber
has urged the Government to enforce its planning rule that housing should not be built close to sources of
industrial noise (like ports) and, when it is flouted, to give historic wharves statutory immunity from noise
complaints from incoming neighbours.

As to the threat from property development, pressure for a change of use is likely to remain irresistible
as long as waterside land continues to yield greater returns when redeveloped for housing than when used
as a wharf. External safeguards are therefore required. The programme of safeguarding on the Thames has
halted the redevelopment of wharves that would otherwise certainly have been lost for commercial activity,
and the Chamber has called for its extension beyond London.

Not all redevelopment is initiated by commercial interests. At Rochester, Medway Council compulsorily
purchased several viable and active wharves, in order to close them down and redevelop the sites for housing,
in a project funded by the regional development agency—a perverse case of the Government funding a
scheme to undermine its own policy on short sea shipping and sustainable transport. To prevent a
recurrence, the Chamber has urged the Government to review its policy on grants so that wharves (and
former wharves) are made ineligible for grants for redevelopment for purposes other than further operation
as working wharves.

Surface Access

The adequacy of surface access varies from port to port but, as the long queues on the approach roads
to a number of major ports attest, it is far from universally adequate. Yet good road and rail links are vital
to the competitiveness of any port, as relatively few cargo movements (or passenger journeys) originate or
terminate at a port.

The varied picture reflects Government approach towards the provision of such links that has been
selective and discriminatory, conferring competitive advantage on some ports (and their users) over others.
Most strikingly, the Government funded the construction of a six-lane motorway from London directly to
the Channel Tunnel, while denying the ferry operators at Dover a comparable access route which would
enable them to compete on an equal footing. Not only has Government not funded such a route, but it has
so far failed even to allow modest improvements to the dock exit road which the port has oVered to fund.

Even aside from the inconsistency of its application, the policy (of requiring ports to fund the connections
to the main road and railway network and any upgrades to those networks necessary to handle growth in
port traYc) is inherently problematic. It makes the cost (or the potential cost) of any port development
substantially greater than it would otherwise be, raising a barrier to new entrants to the UK port market.
Contributions for upgrading national networks is particularly problematic. The new infrastructure may be
usurped by other users who have not contributed to its cost, and the baseline network (and thus the extent of
upgrading required) is inconsistent across the country—so developments in the South East are unreasonably
costly because the road/rail networks there are already inadequate.

It is reasonable to expect the national road and rail networks, as public infrastructure that is open to all
users, to be fully funded by the Government and provided, across the country, to a consistent level of
adequacy in relation to demand—including any improvements that may be required when demand rises
following the development of a new port. Equally, it is reasonable for a port to fund link access to the
national networks. However, where the Government funds such links at one port it ought, for reasons of
non-discrimination, to fund them to competing ports too.

Environmental Impact

There has been an extensive array of new environmental restrictions and costs at UK ports in the last 10
years. Limits have been imposed on operating hours in order to reduce noise. Consent to maintain dredged
channels has been withheld in order to avoid damage to marine habitats. Disposal of waste has become
notably more costly and complex, sometimes excessively so—galley waste from ingredients loaded in an EU
port, for example, must be disposed of separately from that from ingredients loaded outside the EU. The
prospect of further restrictions, on account of concerns about air pollution, is a matter of dismay.

Restrictions on ships’ exhaust emissions are already a reality in some places, and an imminent prospect
in others. Ships in UK ports will shortly be required, pursuant to EU Directive 2005/33, to burn cleaner fuel.
This will lead to an improvement in air quality, but it will be expensive. How customers respond to the extra
cost remains to be seen. It also remains to be seen whether HM Government will meet its obligation under
to ensure that suYcient quantities of compliant fuel are available at UK ports.

Exhaust emissions from road traYc within the port are inescapable. Given that road vehicles already burn
relatively clean fuel, it is diYcult to see how restrictions could be introduced without obstructing or limiting
port operations. The vital role played by such traYc in relation to national economic activity would make
such obstructions or limitations unsustainable—quite apart from the unacceptable dislocation that would
be caused to shipping companies’ businesses.



3524742026 Page Type [E] 22-01-07 09:45:17 Pag Table: COENEW PPSysB Unit: 1PAG

Ev 110 Transport Committee: Evidence

Modal shift in domestic distribution away from road haulage and onto rail and coastal shipping could
reduce emissions, although most of the reduction would occur inland rather than at the port. There are,
however, few indications that ro-ro traYc (which doubtless accounts for a large proportion of road vehicle
emissions at ports) is susceptible to modal shift. A surer way to reduce emissions would be to tackle port
congestion, by facilitating the provision of port and access road capacity. If vehicles were to pass through
ports freely, emissions would be minimised because the time they spent in port would be minimised.

Conclusion

The Committee’s Inquiry, in combination with the reviews undertaken by the Department for Transport
and Scottish Executive, oVer an opportunity to highlight and to address the challenges facing UK ports as
they endeavour to meet their customers’ demands. It is imperative, both for the shipping industry and for
the prosperity of the wider economy, that the UK has a Ports Policy that enables those demands to be met.

18 October 2006

Memorandum submitted by the Road Haulage Association Ltd (RHA)

Introduction

1. The RHA is the primary trade association representing the hire-or-reward sector of the UK road
freight transport industry. The association comprises 10,000 member companies, operating between
them 90,000! commercial vehicles and employing some 250,000 staV. Members range from single vehicle
owner-drivers right through to multi-national fleet operators. A substantial percentage of the member
companies are either wholly or partly employed in the movement of goods through and from the ports across
the British Isles, either by roll on / roll oV (ro-ro) access or container movements. As such the evidence below
focuses on the interests of this type of professional road haulier.

2. It is in the interests of RHA members that the future direction taken by those controlling the port
facilities is planned and organised in tandem with local authorities and wider government bodies. Adequate
and eVective land side infrastructure is essential.

DfT Ports Policy Review Discussion Document

3. The RHA welcomes the Government’s stated commitment to the ports sector and in September 2006
the association responded to the Department for Transport discussion document for the Ports Policy
Review.

4. However, as the DfT discussion paper contained a large number of questions aimed specifically at Port
operators we only gave responses to those which we believed were relevant to our member involvement with
the ports and to which we had adequate specialist competency to do so. This written evidence follows the
same structure and is largely focussed on land side infrastructure, port access and those issues relating to
goods vehicle operators involved in port related activities.

Background to the Road Haulage Industry in Relation this Inquiry

5. The domestic road haulage sector has an essential role to play in the UK economy, accounting for 6%
of Gross Domestic Product and employing overall some one million people. Recent Government (VOSA)
figures show that 102,000 registered goods vehicle operators carry out over 80% of all the domestic freight
movements within the UK, utilising 408,000 licensed heavy goods vehicles and 265,000 semi-trailers.

The Demand for Port Growth and the Issues Surrounding This

6. Forecasting the growth in demand for port capacity in England and Wales is an area that this
association does not have any specialist knowledge of. However, industry leaders that do have the required
expertise in this field have claimed for several years that British ports are up to a decade behind their
European competitors and the problem could cost the UK trade, export orders and investment.

7. It is plain to all involved in commercial activities that the growth in trade with China and the Far East
is unlikely to reduce for the foreseeable future and the need to be able to cope with the influx of products
being imported by sea into the British Isles is imperative if the UK economy is not to lose out.

8. The existing ports’ capacity to cope with ever increasing demand has regularly been reviewed over
recent years, with massive expansion proposed at several of the facilities, including Felixstowe, Harwich,
Southampton and the London Gateway. Obviously, such plans court controversy and cause widespread
concern at a local level, primarily because of the perceived negative impact on the local environment. Indeed
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the Dibden Bay proposal at Southampton was turned down after years of consultation, whereas the Port
of Felixstowe and Hutchinson Whampoa are increasing sea side capacity and their ability to manage deep
water container vessels at an astonishing rate.

9. Bulk storage and movement of waste and recycling close to and then through all of the ports of
England and Wales must also be considered, as we in the British Isles are becoming heavily involved in
this area.

Government Support for Short Sea Shipping

10. Although the European Commission and our own government both support the increased use of
short sea shipping to reduce movement by land of long distance cargo across Continents, in reality it is
unlikely that the commercial sector in the South East of the globe will increase its existing use of this mode
if it leads to an increase in costs due to the additional handling delays, especially when they have committed
heavily through their own investment to deep sea vessels access at major domestic ports in the UK, the
Netherlands and elsewhere. Although the emphasis across Europe is rightly on policies to reduce road
transport and UK government is actively considering the introduction of national road user charging it
would be unrealistic to believe that developing countries will have the same mindset as us for many
generations to come.

11. Furthermore, with the increased ability of deep sea vessels to dock in our ports it is essential that
serious thought be given to their desire to re-load commodities that they will expect to be waiting at the
dockside for the return leg. Additional warehousing and storage will undoubtedly be added to all planning
proposals up to and beyond 2030 if UK plc is to hope to attract customers from the East.

Infrastructure Requirements in and Around Existing Ports

12. Continued expansion of existing ports facilities across England and Wales presents diYculties when
the commodities that are landing must be shipped inland by road and rail at commercially acceptable rates
and within customer-accepted timescales.

13. It is essential that realistic and rational consultation is carried out with both local interests and
national stakeholders, with regard to how to address this situation. Although environmental considerations
naturally will be a key priority for the decision makers in local and national authorities, the commercial/
economic consequences must also be given serious thought. The perception from industry is that those in
power are uncomfortable with giving equal consideration to commercial needs when this may be seen as
in opposition to environmental concerns, irrespective of the economic benefits to the surrounding area for
commerce to grow.

Port Land Side Infrastructure

14. As the representative body of land side users of the ports across England and Wales we can report
that much of the existing dock side infrastructure is out of date and not “user friendly” in an age of
heightened Health & Safety and employee awareness. Many of our members’ employees spend considerable
time waiting within the ports and facilities, with regard to rest, food and hygiene requirements are very rarely
available or even considered.

15. Professional vocational drivers, who are heavily regulated when carrying out a service to ensure the
continuing success of the ports, should surely be treated with respect and adequate facilities made available
to them as the norm, not the exception.

The Eddington Review

16. The Road Haulage Association has been involved with the Eddington Review, but specific mention
of the infrastructure issues around our ports was never raised.

Northern Ports

17. There have been forecasts circulated by Northern Ports that the road network will need to deal with
a doubling in current unitised lorry tonne kilometres to and from the ports, which they state will lead to
some regional readjustments in favour of the northern ports and their proximity to end users.

18. The main road tributary south is the A1, which is undergoing major improvements along almost its
entire length. However, capacity still exceeds road space.
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East Anglian Ports

19. The routes to the East Anglian ports are in desperate need of road improvements, but only stop-gap
measures seem to be on the agenda. The A14 is becoming infamous for the large number of container moving
commercial vehicles filling up its available capacity, but the only solution put forward recently has been to
consider banning commercial vehicles from the outside lane of what is only a two lane carriageway, in the
hope that car drivers will be pacified.

Unfortunately, this will not be the answer and will only lead to further frustration and the very real threat
of an increase in accidents and the accompanying delays. As a vital link to a region of high commercial
activity there is a desperate need for this route to be upgraded to motorway status.

Dover and the South Coast

20. The Port of Dover is already operating over its capacity when the local road network is taken into
account. Parking facilities are insuYcient and in a state of decline.

The Future

21. Improved transport infrastructure in the relevant areas would surely lead to increased demand for
port facilities and in turn greater job creation and additional demand for port related facilities, such as
storage units or manufacturing units. Our members report such positive stimulation in the past and they
believe this is essential to ensure economic growth in surrounding conurbations. Funding would be required
from national and local government, as well as the business sector.

22. We do not believe that ports should be treated in any way diVerently from other commercial entities.
It is not feasible for either the port authorities or private investors in the ports to be expected to provide
funding for all the required infrastructure beyond their boundaries when all road users will benefit and
various government bodies may legitimately levy charges on such road users.

23. Our belief is that supporting infrastructure around and close to the ports is not always given enough
thought when expansion is being considered. Furthermore, the position of the ports inevitably puts pressure
on existing and connecting road networks, often because alternative routes are not commercially or
politically viable due to the conurbations that have built up in parallel to the increase in port activity, which
has been going on since the industrial revolution.

24. Local authorities naturally focus their actions and their available budget on the area where the
constituents they represent live and therefore nearby roads network are. It is nonetheless essential that some
degree of uniformity be seen across all potential re-generation and additions to the ports already serving the
British Isles. The need for a national strategic and integrated transport framework to inform and underpin
regional and local transport decisions has never been stronger.

25. With so many parties involved from the outset it would surely be beneficial to have an overseer or
body with expertise involved from the start rather than as a last resort when planning permission and road
structure and improvements are being considered. There has been suggestion that local authorities set up
municipal harbour management committee’s within existing Council structures, including external
stakeholders with relevant expertise, much as Freight Quality Partnerships (FQP’s) are utilised across
England and Wales already. This is certainly something that the Road Haulage Association would support.

Greater Government Involvement in Ports Planning and Policy

26. We feel that Government has a vital role in making sure planning and transport infrastructure issues
are addressed to benefit the ports and the surrounding regions. As mentioned earlier, we believe that a
mechanism must be provided which allows for commercial interests and the time taken in planning and
consultation to be considered in a fair and reasonable way alongside the growing environmental demands.

27. However, our conclusions are that a national policy setting out how ports should develop would be
an inhibiting factor to general development. Ports work in a dynamic and constantly changing international
environment where each port has its unique characteristics. Any national policy we feel would place a brake
on flexibility within this dynamic environment at the same time as not fully taking into account the
individual traits of each port as a separate trading environment.

28. We hope that this Inquiry will recommend that serious long term thought be given to the problems
faced in this and other regions of England and Wales, in relation to acceptable movements from the ports.
This must be wide ranging and open to all those with an interest in the relevant area.

2 November 2006
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Witnesses: Mr Patrick Walters, Deputy Regional Director, Europe and North Africa, DP World;
Mr Michael Everard, Chairman, Ports and Pilotage Committee, and Mr Mark Brownrigg, Director General,
Chamber of Shipping; Mr David Cross, Commercial Director, CMA CGM; and Ms Chrys Rampley,
Infrastructure Manager, Road Haulage Association, gave evidence.

Chairman: Good afternoon. Perhaps I may be
permitted to do our housekeeping and can I call on
members having an interest to declare.
Clive EVord: Member of the Transport and General
Workers’ Union.
Mr Martlew: Member of the Transport and
General Municipal Workers’ Union.
Graham Stringer: Member of Amicus.
Chairman: Aslef.
Mrs Ellman: Transport and General Workers’
Union.
Mr Wilshire: As a former P&O shareholder, I am
still entitled to concessionary ferry fares.

Q359 Chairman: Well, that is one up on us!
Gentlemen and madam, can I ask you first of all,
for the purposes of the record, to identify
yourselves.
Mr Walters: Patrick Walters, DP World.
Mr Brownrigg: Mark Brownrigg, Chamber of
Shipping.
Mr Everard: Michael Everard, ship-owner and
Chairman of the Ports Committee at the Chamber
of Shipping and also I do have some port interests.
Mr Cross: David Cross, CMA CGM.
Ms Rampley: Chrys Rampley from the Road
Haulage Association.

Q360 Chairman: Does anybody have anything they
want to say to us before we begin? No, good. When
you agree with one another, I would be very
grateful if you would not repeat what somebody
else has said. Otherwise, if you have a new point
you want to make, please attract my attention.
Now, Dr Ladyman has already told us that “we are
not in the business of fixing what ain’t broke”. Is
that a fair assessment of the ports industry and
looking ahead to the next 25 years?
Mr Everard: Madam Chairman, I think the
problem is that there is huge growth going on and,
if we do not expand our ports, the existing
operators will end up in a quasi-monopoly
situation: and the only way of having real
competition is to have the capacity to handle the
cargo that is going to become necessary through
our ports.

Q361 Chairman: But surely, as the United
Kingdom has over 1,000 ports, there are places
which can be used?
Mr Everard: I think one has to look at the
container business as one area, but there are lots
of other areas. The reason I want particularly to
mention the container business is that we have
these enormous ships which are now being built for
the future and we have only got a few that can now
come here. They are actually going mainly to the
Continent, they are taking 80% of their cargo to
the Continent, so we in the UK are an adjunct of
that and the only way these ships will come in is
to come in to the South East. They are not going

to go all the way up the other way, or we will have
to take in feeder vessels which will put us at a
disadvantage compared to our competitors.

Q362 Chairman: But the ships are going to
continue to get larger, are they not?
Mr Everard: Yes, they are and that is the problem
because we are a small part of the overall
European market.

Q363 Chairman: How many ports are going to be
capable of taking these larger and larger ships?
Mr Everard: At the moment, unless we have
planning permission for more ports in the South
East for the containers, we have got a problem. On
other cargoes, there is adequate capacity in most
areas, such as coal or tanker cargo, and you can
usually do something with them or with the ferries.
Mr Walters: I would like to add that in
Southampton, for example, we cannot currently
handle the world’s largest ship.

Q364 Chairman: Well, tell us about the eVect
that has.
Mr Walters: Well, as the size of ships increases,
usually the draught of the vessels deepens and the
number of containers that can be loaded across the
beam of a ship increases and that puts strain on the
port’s infrastructure, both landside and wetside.

Q365 Chairman: Therefore, your view is as a firm
because you have taken over these assets, so you
must have planned?
Mr Walters: Certainly we will be investing in, and
expanding, our existing facilities to try to cope with
the larger ships as well as looking at alternative new
brownfield sites, such as the London Gateway.

Q366 Chairman: Does the Government’s assertion
that it had to wait to make the decisions on the
three south-east ports represent suYcient cause
for delay?
Mr Everard: I think we would argue that we needed
to have the decisions early and I think we have a
real long-term problem. I think the Government
was right to try and take the decisions at an
early stage.

Q367 Chairman: Well, the 2004 White Paper and
the publication of the consultation document have
been waited for for quite a long time. What is your
view of the document?
Mr Everard: I think the document itself is a good
one and I think it asks most of the right questions.

Q368 Chairman: Anything else, just the right
document, no problems with it?
Mr Brownrigg: I think there are three main focuses
that we would like to see from the shipping
industry’s viewpoint. We would like to see a strong
focus on the way in which the consultation is taken
forward on the planning process. We would like to
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see a serious and deep consideration of the balance
which currently exists and which we think could be
improved between the national imperatives in terms
of economic value of being gateways and windows
for the trade to this country and the environmental
concerns. We would like to see a focus which
continues the progress that has been made through
the recent decisions on the port development
applications. We would like to see that carried
forward into a long-term look at infrastructure and
the way in which our ports are served.

Q369 Chairman: So the problems are not that we
have not got the ports which are capable of taking
deep-sea vessels, but the problems are that the ports
have not got good infrastructure?
Mr Brownrigg: That is certainly one of them and
what this review gives us a chance to do is
collectively look at the whole process for the future,
building on the strength of the market-led system
which we have in this country.

Q370 Chairman: What is the view of the Chamber,
that we can continue with the existing port
structure or that we need other ports, bigger ports,
diVerent ports or that we should continue to give
the South East preference over anywhere else in the
United Kingdom? What is the view of the
Chamber?
Mr Everard: I think we need more capacity overall,
but there will of course be increases up in the
regional areas for feeder services because, as the
ships get bigger, there will be more feeder services.

Q371 Chairman: It will not just be the North East,
will it, because if in fact we cannot take the
containers, we will all become feeder ports, will
we not?
Mr Cross: You asked earlier on how many of the
present ports could accommodate these very
largest, modern container ships which we now have
on the sea and the answer in this country is just
two, they being Southampton and Felixstowe, and
both of them are pretty much at capacity.

Q372 Chairman: And your conclusion from that is?
Mr Cross: That we, as a line that operates ships
all around the world into Europe, would like more
container capacity to accommodate large ships in
the South East, and the reason I say that is that
typically a vessel coming from China or coming
from South America or coming from India would
come to Europe and discharge the cargo probably
in five countries in north Europe and, because the
South East faces Germany, France, Holland and
Belgium, it is much easier, much quicker, much
cheaper to come to a port in the south-east of this
country and then go to Germany, Holland, France
and Belgium and then resume the voyage back.

Q373 Chairman: And if they could not get into
either Southampton or Felixstowe, what would
they do then, Mr Cross?

Mr Cross: What the CMA CGM have begun to do,
and we have been operating this now for two or
three years in a rather small way, is that with more
cargo going to the north of England and to
Scotland and of course to Ireland, although I
accept this is not the subject of this Committee, we
are taking cargo oV either in the French port of Le
Havre or in the Dutch port of Rotterdam or in the
Belgium port of Zeebrugge and then we are putting
that cargo on to smaller vessels, which in the trade
we call “feeder vessels”, and they are sailing, or
have sailed in the last three years, with our
company to Liverpool, to Bristol, to Greenock, to
Grangemouth, to Immingham and to Teesport in
Middlesbrough.
Chairman: Well, I have no doubt we will want to
question you on that.

Q374 Mr Martlew: Just on that point, I was
recently in China, in Shanghai, looking at the
massive new port development they are creating
and what they were really saying is, “The ships are
getting bigger and the ports we have got are
inadequate and we have to build massive, new
ports”. Is there any thinking like that in the United
Kingdom?
Mr Cross: I do not think you need a massive, new
port. There are brownfield sites in London, such as
the London Gateway, which can be expanded
enormously, but I think it depends on what you
have actually got.

Q375 Mr Martlew: Who would pay for that?
Mr Cross: That would be paid for by whoever the
owner and operator will be, but he will usually get
some form of contract from the ship-owner to
make sure that it is worth building.

Q376 Mr Martlew: That should be left to the
market, should it?
Mr Cross: Yes.

Q377 Chairman: Do you factor in the extra cost of
trans-shipment, Mr Cross?
Mr Cross: Yes, we do. Some of the trans-shipment
rates at continental ports in Europe are dependent
on how much cargo you put through the port. It
is an extra cost, but, if the volume is high, it can
be not too large a cost.

Q378 Chairman: And that is suYcient to oVset
any problems that you have in relation to
trans-shipment?
Mr Cross: No, not really because ultimately the
British importer has to wait probably two, three,
four days or, in the worst case, probably a week
longer for his cargo. If the cargo could come from
the origin country to Southampton or to
Felixstowe or to this brownfield site on the Thames,
then the British importers and, therefore, UK plc
would get the benefit of that cargo faster on a direct
basis without such concern. Trans-shipment with
containers is a relatively straightforward process
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now and, unlike in the old days with non-
containerised cargo when it was very risky, very
hazardous, it works very well, but it does add time
to the journey because you have to go to another
port, you have to wait for the big ship to go away,
wait for the small ship to come, load up again and
then come to this country.

Q379 Chairman: So it costs more and it is more
ineYcient, but we do not have to worry because the
market does not think it is necessary to build any
more big ports?
Mr Everard: If I can just make one more point: if
you did put a massive container facility up in the
north-east or the north-west of England, two thirds
of the cargo that comes into the UK goes south of
the M62, so what would happen is that you would
end up with an enormous ship up there and all the
cargo would be roaded down south and, because
of the pattern of trade, you would vastly increase
the amount of road haulage.
Chairman: Well, we have been told it is the other
way round, so it would be interesting to know
whether anybody actually knows what is
happening. I am getting the most endearing view
of the shipping industry, that it is magnificently
unaware of what is happening, but possibly I am
wrong.

Q380 Mr Leech: Mr Cross, why did you make the
decision to trans-ship from the Continent rather
than to trans-ship from the South East? What
could be done diVerently to make it more attractive
to come into the South East and then trans-ship?
Mr Cross: The answer to that question is that it is
back to an issue of capacity again. There is not at
the ports we use the amount of capacity to
accommodate cargo, British Isles’ cargo and trans-
shipment cargo. The point we have been making
earlier today is that the south-east ports are rather
congested and indeed, as compared to ports in
Europe, the amount of trans-shipment that takes
place in this country is very low. Historically, trans-
shipment to Ireland, to Scandinavia, to landlocked
countries in eastern Europe and so on tends to take
place in Rotterdam, in Belgium and in Germany
and has done for many years simply because the
ports in this country are too busy dealing with
British cargo to have any spare capacity to cope
with trans-shipment cargo. That is why, for
example, if we were going up the west coast to
Glasgow, we would take the cargo oV in Le Havre
where there is capacity and there are modern ports,
new ports, expanded ports, and put it on a ship
there and then take the ship to the north of
England.

Q381 Mr Martlew: Mr Cross, are you really saying
that the British ports have missed an opportunity,
that they have not developed like Le Havre or
Rotterdam because they have sat back and just got
the capacity to deal with their own cargo, that they
have missed this massive opportunity and now they
are behind? Is that what you are saying?

Mr Cross: I am not sure “sat back” is the right
term, but in terms of available capacity for trans-
shipment, ports in France, Holland and Belgium
have more capacity for that in 2006.

Q382 Mr Martlew: That was a deliberate policy by
those ports in those countries, was it?
Mr Cross: I think it was, yes.
Mr Martlew: And we did not have that policy?

Q383 Chairman: Mr Walters, you are going to
answer for the ports?
Mr Walters: I am going to add something, that, as
a port operator, we distinguish between what we
call origin- and destination-type terminals and
trans-shipment terminals. Origin and destination
terminals have far more of a fixed-cargo business
and you can rely on that business being there and
it is serving the hinterland. Trans-shipment
business to us is very transient. It could be being
discharged in Southampton and trans-shipped, or
the next year it could be discharged in Le Havre or
it could be discharged in Antwerp, so, from a
business perspective, we like to see our core
business being established on origin and destination
cargo. At the same time, as a terminal operator, it
is disheartening to have shipping lines calling at
Southampton, for example, on their Far East-
Europe services, where they have a couple of calls
a week where they could be discharging their cargo
for the north of England at Southampton and
either feedering it up north or taking it by rail, but
they choose, for whatever reason, to discharge from
the Continent. Now, that kind of business, we
think, would be attached to the origin and
destination business which we would like to
encourage at UK ports.

Q384 Chairman: So it is the shipping lines that do
not have much imagination, not just the fact that
the ports have not got enough capacity?
Mr Walters: The shipping lines are the ones who
would make that decision.
Chairman: Well, you are saying it more politely, but
it is the same thing.

Q385 Mrs Ellman: Peel said that 20% of
Liverpool’s container trade is in trans-shipment
and that that is growing fast. Does that not suggest
that it is very important?
Mr Cross: I understand the question, but I am not
sure of the context in which it was said, but
Liverpool actually, as a port, has got quite a high
trans-shipment content because a lot of cargo goes
to and from Ireland and that may be the reason
there. I do not think much trans-shipment cargo
comes to Liverpool and then goes around the UK
coast. Liverpool does take cargo in which goes to
and from Ireland and, therefore, the percentage of
trans-shipment in Liverpool may be quite high, but
I think for Mr Walters’ port in Southampton, the
trans-shipment content of his business is quite low.
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Q386 Mrs Ellman: Would not the development of,
say, post-Panamax facilities make more trade in
regional ports possible and stop this dependency on
roads and the south-east ports?
Mr Walters: I think where we have to try to end
up is striking a balance. Having read some of the
previous transcripts, I am not sure whether some
of the people giving evidence were giving enough
of a balanced view.
Chairman: It has been known, Mr Walters, that
people do not always give us a balanced view!

Q387 Clive EVord: We can assume your view is!
Mr Walters: Our view is that it is not an either/or
case. We think it is eminently sensible for northern
cargoes to be shipped into northern ports. To have
a situation developing where southern cargoes are
shipped into northern ports and then roaded or
railed down is obviously somewhere where nobody
wants to go, so, as a terminal operator, we would
be quite happy to develop our business in the
south-east of the UK focused on southern cargoes.
I think that what we will not see going forward,
based on the position of the shipping lines, is the
larger vessels going north. What we may see, and
this is looking forward 10, 15 or 20 years, are
vessels that perhaps five or 10 years ago we thought
were mammoth vessels, which by today’s standards
are not particularly big, 4,000/4,500-TEU vessels,
making calls to the northern ports with cargo for
the north. Now, that would be a sensible outcome.
The southern ports can continue to handle
southern cargoes with the northern ports handling
northern cargoes, but to have that as the end game
is quite diYcult and we have to tread very, very
carefully to end up with that situation.

Q388 Mrs Ellman: Is it not feasible that the larger
ships could go north if the facilities, including
infrastructure, were there? If an eVort was made to
develop those, would that not be feasible?
Mr Walters: It partly depends on the ratio of the
cargoes being carried. I think we need to look at
the cargoes carried on the vessels rather than the
ships themselves. The larger the vessels, the less
likely it is that a good proportion of that cargo will
be for the north of England.
Mr Cross: I think that is right. Typically, an 8,000-
TEU ship, which is quite large, but not the largest,
coming from, shall we say, China and south-east
Asia to Europe carries perhaps 20, a maximum of
25, per cent of containers on that ship for the
United Kingdom, so, in my view, it is not so much
a question of having post-Panamax facilities in the
north of England to cope with this size of vessel
because if 6,000 of the containers on that ship are
for France, Germany, Holland, Belgium, Poland
and so on, then it is not being able to accommodate
the whole ship, but it is being able to accommodate
eVectively and eYciently the United Kingdom
cargo on that ship and herein lies a diVerence. I
think I would agree with Mr Walters that, because
ships have a life of 20 or 25 years, a ship that was
4,000 or 5,000 TEUs that was very big 10 years ago

is now middle-sized and perhaps in 10 more years
will be sort of on the lower end of the scale. I think
we would welcome the idea of ports in the north
of the country on both coasts being able to
accommodate ships of perhaps 3,000 or 3,500 TEU
because then business will have grown, the
economy will have grown, trade will have increased
and there may well be a need for ships of that size
to accommodate British cargo, but I think to build
a port for a ship that might take 10,000 containers,
one must always remember that, of those 10,000
containers coming from China, because the ship
comes from China to north Europe as an entity, it
does not mean that all 10,000 containers on that
ship will only be for this country.

Q389 Mrs Ellman: In the Chamber’s written
evidence, you say that the regional dimension of
ports policy should be trade-specific, and then you
talk about the importance of infrastructure. Can
you say a little more about that?
Mr Brownrigg: So far we have focused pretty much
just on containerisation and one of the things that
lies behind our approach to this review is that
actually the whole question of port facilities and
ports policy for the future is dealing with a highly
complex interweave of diVerent sectors as well.
Therefore, our approach, building on the current
market-led approach that the Government has
taken and that the industry has followed—in other
words, private commercial approaches to the
provision of port facilities—is that, where there is
suYcient trade volume, then the facilities will arise,
the ports will be established and ships will go there.

Q390 Chairman: Mr Brownrigg, what you are
saying is that you wait until there is not the
capacity and then you look at people and ask them
to provide the extra space?
Mr Brownrigg: It is not quite like that in that—

Q391 Chairman: Sort of like that, but not quite.
Mr Brownrigg: You do your best in any
commercial context to try and foresee those trade
patterns for the future, but you also need at that
point government policy to be capable of
responding if you are seeing a need for expansion.

Q392 Chairman: What, you can build another port?
Mr Brownrigg: You can either build another port
if you think you can find a locality which is suitable
and where it would be welcome, or we can respond
through the planning process swiftly to a perceived
need for the future.

Q393 Chairman: How long does it take to build a
port capable of handling these giant ships?
Mr Brownrigg: Ten or 15 years.
Mr Walters: To start with a brownfield site and to
start digging and then have a quay available with
cranes, two years.

Q394 Chairman: And this would be quick enough
to accommodate the flows of trade?
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Mr Walters: Sorry, obviously prior to the digging,
there is a long planning process.
Chairman: Yes, thank you.

Q395 Clive EVord: Just following that up, if that
were done at an existing port, what is the
disruption to existing trade? How much of a block
to developing a larger port is that, say, to
Southampton? For instance, if you wanted to
accommodate larger ships and make alterations to
the port in order to accommodate those ships, how
much would that disrupt you?
Mr Walters: In Southampton, we operate under a
licence agreement from ABP and it is a
predetermined footprint that we occupy. If we are
extending beyond that footprint to expand, so
taking on more land, then that should have very
little impact on our operations. Every time we
purchase new quay cranes and commission them,
there is a certain amount of disruption and,
similarly, if we were to upgrade our landside gate
for an increased processing of lorries, that would
impact operations, but all around the world we are
expanding existing operations and it is an area we
are quite used to.
Clive EVord: I have tried to follow the session and,
not being an expert on ports, sometimes it is a
strength because I can ask daft questions!
Chairman: And get daft answers!

Q396 Clive EVord: Well, I will try to elicit some
better answers than that! We are told that we do
not have the facilities in this country to
accommodate the bigger ships and that is a
problem. Now, from what I have heard this
morning, it is not just a question of being able to
accommodate those ships, but it is the trans-
shipment that is key to being able to accommodate
those ships. Is that correct?
Mr Cross: I think that the first part is the most
important. Yes, it would be nice to trans-ship
British cargo in British ports, but I think probably
80% of the 100 is that there is not suYcient capacity
in the South East to accommodate the biggest
ships. The trans-shipment would be nice to do, but
it does not have to be done, whereas the need to
bring a big ship to this country to accommodate
this country’s economic ambition and aspiration is
important.

Q397 Clive EVord: How much is proximity to
shipping lanes a determinant in where those ships
will dock?
Mr Cross: I think it is very substantial. As I said
before, if a ship is going to Germany, Holland,
Belgium or France, the most obvious part of this
country to connect with is in fact the other side of
the Channel, the south-east corner.

Q398 Clive EVord: So we are talking about, if we
are going to develop ports, developing in the
Greater South East, not in the North?

Mr Cross: I think we would like to do both. I
would like to see ports in the North expanded to
accommodate bigger tonnage than presently they
can take, but equally I think if the United Kingdom
is not to become a trans-shipment sort of oVshoot
of Holland or Belgium, we need to have expanded
port capacity in the South East, near the Channel,
to accommodate these ships that come from the
rest of the world to northern Europe.

Q399 Clive EVord: And the trans-shipment element
of it is desirable, but not essential?
Mr Cross: That would be our position. I think we
would like to trans-ship here, but if we trans-ship
in Le Havre, Rotterdam, Southampton or
Felixstowe, it does not make an enormous amount
of diVerence to us and, more importantly, I do not
think it makes a great diVerence to our customer
because ultimately he is the chap who is paying the
bill for all of this.

Q400 Clive EVord: If we can just talk about the
distribution of cargo around the UK, assuming it
lands at a port in the Greater South East, what is
the most economical way to transport that cargo
around the UK—is it road, rail or ship along the
coast?
Mr Cross: Economical in terms of cost or benefit
to the customer because there are diVerent answers
to that question? I think a train-load of 60
containers with one driver and one guard is
probably the optimum way of moving a number of
containers together from one port to one
destination. The point is that not all the cargo goes
to the same destination, so if you have suYcient
cargo to warrant a train from Felixstowe or
Southampton to Manchester, clearly that makes
sense. To take a train and stop it 60 times and
unload a container in 60 places does not make
sense.

Q401 Clive EVord: So, leaving aside rail, is it
economical or are you going to make it viable to
do it by trans-shipment from, say, the South East
up to the North East or North West or is it by a
container on the back of an articulated lorry?
Mr Cross: I think, such is road transport in this
country and its eYciency in the way it works and
the places it can go, probably the lorry has slight
precedence over trans-shipment, but there is no
reason why you cannot bring a container to
Southampton or Felixstowe and, with the right
facilities, the right capacity, the right timing
because you do not want it sitting in the port for
weeks on end, it is possible to trans-ship cargo
from, shall we say, Southampton to Scotland.

Q402 Clive EVord: Mr Walters, you run a port in
the South East. What happens in your operation?
Mr Walters: If we look at rail to start with, we
handle about 29% of our containers going in and
out of the container terminal by rail. That
compares to other continental ports that handle
about 12 to 15% by rail, so we are quite proud of
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the amount of cargo that goes in and out of
Southampton by rail. Despite that, we still think
there is an untapped demand for further cargoes to
go by rail, so we are then into the question of
pathways and the allocation of freight capacity on
the network, but that could be expanded depending
on the network. On to feeder vessels, last month we
actually opened a fifth berth. We have four, what
we call, deep-sea berths in Southampton and last
month we opened up a fifth berth dedicated to
feeder vessels with its own crane, so the smaller
feeder vessels can come and visit our container
terminal and they do not have to be kicked oV the
berth because there are other larger mainline
vessels there and they will get served on demand.
Now, you would think that that is a product that
would be very, very attractive. In the research that
we undertook which led to that decision to
commission this new berth, we had probably as
many confusing signals as this Committee has
received as to the economics of trans-shipment and
there is no clear answer, from a terminal operator’s
point of view in the south-east of England, to us,
as to whether feedering to the north-east of
England or to the north-west of England from
Southampton is cost-eVective. We would like to
think it is, but the business does not rush to us.

Q403 Chairman: Well, then tell me, what do you
think a ports policy ought to be? The Chamber
seems to think that it ought to be, “Leave us well
alone until we want something spent on roads or
rail, but do not do anything else”. What ought a
ports policy be?
Mr Everard: I think that we are looking at a ports
policy from the Chamber of Shipping point of view
and we are not just looking at containers. We have
just been talking about—

Q404 Chairman: No, no, but tell us what a ports
policy should encompass.
Mr Everard: A ports policy should be actually to
provide, as far as the Government is concerned, the
right infrastructure to go to the ports which need
to be built.

Q405 Chairman: So they do not get involved in
planning the size, the capacity or the location of
ports, they just provide the roads when you want
them?
Mr Brownrigg: No. We start with planning, and
planning facilitates the ports industry to respond to
the needs of the market basically and we have had
an experience of delays in the planning processes
which is one of the reasons why we have had the
congestion that we have had. Now that the
decisions have been taken, we can look forward to
correcting that, but we want proper planning
processes built into the system for the future, that
is one. The second one is exactly the infrastructure.
If there are better links by rail from the major ports
to the destinations that are required, then obviously
more will move by rail and that is in everyone’s

interest, so that we would welcome. Trans-
shipment personally I think is more for the
Continent than for the UK, but I do not rule it out
in the UK because a lot of conditions are changing
and trade flows and trade volumes are shifting, so
I do not rule it out. But personally I think there is
a danger that we will lose the direct calls which can,
as we said before, put something like £70 to £100
on the cost. The last focus, and this is not just in
container trades, but also in the smaller ports, is
getting the balance right between what society
wants from land and the port, the potential uses of
that land for port purposes. That is getting the
balance right between acknowledging that ports are
needed and shipping is needed to bring trade to this
country, which is, therefore, a national economic
imperative, and the environmental imperative
which we entirely acknowledge needs addressing at
the same time. In a diVerent context, you can see
it in the way in which smaller ports have developed
where, for example, former port land becomes
residential property. That introduces a whole range
of new issues because the users of that space, which
was formerly part of the working port space, have
diVerent aspirations and hopes for it and find the
port activity a nuisance. So it is getting this balance.

Q406 Chairman: So are you saying that ports
should be protected as far as planning is concerned
or are you saying that the market will decide if the
land value is worth it and they can sell oV the
assets? What is it you want the Government to do,
Mr Brownrigg?
Mr Brownrigg: Well, I think this will depend on the
sector, it will depend on the modes of transport that
lie behind the port—

Q407 Chairman: What do you want the
Government to put in their ports policy?
Mr Brownrigg: Well, we want the Government to
facilitate the provision of proper port facilities and,
therefore, proper shipping arrangements to this
country and that includes proper infrastructure
serving those ports.

Q408 Chairman: Well, I do not suppose they are
proposing improper facilities, but what are we
actually saying?
Mr Everard: I think what we are actually saying,
and this is about non-container traYc, is that at the
moment there is still plenty of capacity at ports to
build and cater for other types of cargo. We are
very worried by what has happened in Rochester
in the last few years where they have taken a whole
load of wharves in order to build private residential
property on them. We must have some land that is
kept for port purposes because this country needs
it. Twenty-five per cent of our GDP goes through
ports, so the wealth of the country depends on
them.

Q409 Chairman: So you are asking the
Government to protect the land around ports or
not to protect the land?
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Mr Everard: I think they have to protect some of
the land in the ports, yes.

Q410 Chairman: So we do not just leave it to the
market because the market dictates that the acreage
is worth much more as flats, we do not worry about
that when it comes to protecting the ports, but we
say that the Government has the responsibility to
protect ports?
Mr Everard: I think probably that if we do not
allow for capacity, yes. We are saying that actually,
that if we do not allow for some form of capacity
in the ports, we cannot allow for future growth,
and ports are absolutely vital for the economic
wealth of the country.
Chairman: Now I am confused!

Q411 Mr Wilshire: Mr Brownrigg, when you were
talking about planning, not so much planning
policy as the practical operations of the planning
system, did I understand you correctly that you are
not much impressed with it?
Mr Brownrigg: Well, there were significant delays
which added to cost.

Q412 Mr Wilshire: What caused the delays?
Mr Brownrigg: To and fro on the benefits to the
local community, to and fro on the benefits
environmentally or the disbenefits environmentally,
and we have had the particular example which was
the shock-horror one for everyone of Dibden Bay
which lasted a huge length of time and was at
tremendous cost and then it was turned down. That
added to this potential shortage of capacity on the
south coast.

Q413 Mr Wilshire: What sort of length of delay are
we talking about?
Mr Brownrigg: Depending on where you take it,
somewhere between four and six years.
Chairman: That has now been changed.

Q414 Mr Wilshire: Having said you do not much
like the planning system, how would you change it?
Mr Brownrigg: Well, I think it has already been
changed. There were three or four major decisions
outstanding and those decisions have now been
either taken or are close to final decision, so that
is a help. That means that the long lead of the
construction for the future has begun. So in a way
it has already changed, but what we want is that
built in as part of the consultative processes, and
taking the economic value of what is being
requested into account. We want that built into
the future.
Chairman: Well, we will come on to the
environmental aspects.

Q415 Graham Stringer: What I am interested in is
trying to get some figures. I think there is a
consensus that this country is disadvantaged
compared to the Continent with the state of our

ports at the moment. Have you quantified that?
What is the cost to the British economy of that
disadvantage? How much are we losing?
Mr Brownrigg: If I can answer in terms of direct
calls, if you lose the direct calls to this country, each
box which comes to this country through trans-
shipping from the Continent, you can add
something like 100 euros to it. I cannot make that
more precise, but that is what I have heard. You
also lose the value of course to the local economy
of an active port receiving those big ships. It may
have been quantified elsewhere, but not by me.
Mr Walters: Just to add to that and to give you
some steerage as to what that means in pounds,
anecdotally backed up with a little bit of scientific
research that is available within the industry, it
suggests that anything up to about a million TEU
of UK cargoes are trans-shipped oV the Continent,
so adding or multiplying the 100 by a million, a
figure.

Q416 Graham Stringer: So 100 million euros is the
cost to the economy of trans-shipment and that is
not taking into account the economic impact of
having very large ships coming into the docks, so
that is very interesting. You described the decision
on Dibden Bay as shock-horror. What has been the
impact on the industry of that decision?
Mr Brownrigg: Delay in addressing—

Q417 Graham Stringer: Well, clearly there is a
delay.
Mr Brownrigg: Delay in addressing the serious
infrastructure problems which were viewed at that
time. The latest figures that I have for the
throughput or the position of the southern four
major container ports were that there had been a
growth over a 15-year period to 2004 from two to
five million TEU, I guess it must have been—and,
projected ahead 10 years, they were looking at nine
million. Overall, from that point in time, which was
about 18 months ago, that created a shortfall of
23% and, if you take into account the fact that
ports work best at about 85%–90% capacity, it
meant a shortfall of 35% which we could see
coming down the line by at that stage, I guess,
2012–15. In other words, there was an issue which
needed addressing—and there was a particular year
which turned up the volume on that issue. So it
would have delayed the beginning of that process,
assuming that it had gone in favour of the port. But
it did not, so the issue does not arise in that sense.

Q418 Graham Stringer: What have you collectively
learnt from the Dibden Bay experience? What
would you have done diVerently?
Mr Everard: I think Associated British Ports would
have to answer that and they are not here.

Q419 Graham Stringer: Just as an industry?



3524742028 Page Type [E] 22-01-07 09:45:17 Pag Table: COENEW PPSysB Unit: 1PAG

Ev 120 Transport Committee: Evidence

22 November 2006 Mr Patrick Walters, Mr Michael Everard, Mr Mark Brownrigg, Mr David Cross
and Ms Chrys Rampley

Mr Brownrigg: I think what we have seen
elsewhere, and this is learning from the process
maybe, is working with the environment
compensatory dimension earlier in the game and
that sort of thing.

Q420 Chairman: Do you think the Habitats
Directive has introduced an in-built assumption
against all development?
Mr Brownrigg: To the degree that if there is an
environmental impact which is damaging, the port
has to look elsewhere for a place where that will
not arise. Yes.

Q421 Chairman: But everybody is going to have to
take account of the environment in planning, are
they not?
Mr Brownrigg: That is true, but many of these
things are subjective in an assessment of impact. So
we believe, yes, that the balance is not right and in
that kind of context not suYcient account is taken
of the need to bring trade into the country.

Q422 Chairman: Well, is there any other
environmental directive which is going to have a
significant impact on port development?
Mr Brownrigg: There are other environment
directives which have a similar impact, yes.

Q423 Chairman: How?
Mr Brownrigg: Through the conditions that they
apply to the operation in the port, whether it be
through the Birds Regulations or whatever.

Q424 Chairman: Do you know about the ESPO
Environmental Code of Practice?
Mr Brownrigg: I know of it, but I do not know
the detail.

Q425 Chairman: So you do not know how many
ports have signed up to it and you do not know
whether it is eVective?
Mr Walters: I do not know if perhaps Associated
British Ports have signed up to it, but, as a
concession-holder in Southampton, we have not
signed up to it directly.

Q426 Chairman: Is the ports industry doing
anything special to encourage cold ironing?
Mr Walters: The cold ironing issue is a hot debate
at the moment.

Q427 Chairman: That seems logical!
Mr Walters: In fact there was an announcement by
Los Angeles Long Beach yesterday, or indeed it
could have been today, about some regulations
they have brought in on the west coast of the US.
It needs two things to happen. One is for the vessels
to have the equipment on board to be able to
receive the auxiliary power and at the same time
for the ports to be able to deliver that.

Q428 Chairman: And is that a problem? You are
saying that that is something which would be only
in what, more recent ships?
Mr Walters: Correct. Very few existing ships, and
perhaps the Chamber would like to add to this, but
very few existing ships have the ability to cold iron
and retrofitting for vessels, as far as we understand
as port operators, is also very, very expensive. As
far as ports are concerned, there are various pilot
projects. There is one starting in Rotterdam, there
is the one I talked about on the west coast of the
US, looking at diVerent means of attaching the
cables to the vessels and it can be by way of barge,
but these are very, very large cables and the power
needed by one vessel is the equivalent to power in
5,000 homes, so you need sophisticated equipment
and cranes to lift these cables on board. Again I
think we need standardisation in the industry and
we are at a very early stage, but our London
Gateway development, for example, in terms of
making sure we have state-of-the-art technology,
we would have to ensure that, as the issue develops
and more and more vessels were coming in and
perhaps local air quality and the issue of
improvement of local air quality becomes higher
and higher on the agenda, ports inevitably will have
to serve the vessels on demand.

Q429 Mr Leech: Can I come back to what Mr
Brownrigg was saying in relation to the Habitats
Directive. I got the impression you were suggesting
that it is restrictive in terms of the expansion of
ports. Under the current Directive, do you think
there is anywhere within the south-east area where
there can be further port development which will
not be aVected by the Habitats Directive?
Mr Brownrigg: I think we have seen examples
where that proper exchange of new territory
is environmentally compensatory—I am not
expressing it very well, sorry—where alternative
sites have been found and set up in a way which
has been satisfactory. We have seen that at two or
three places. So in a way that is a practical way of
dealing with it. Whether that is always possible in
terms of trade flows, I do not know, and that is
why we wish to highlight the importance of taking
account of the importance to the country of those
trade flows.

Q430 Clive EVord: Have you identified any serious
problems or discrepancies in the work of MDS
Transmodal and their forecasts for the Department
for Transport?
Mr Everard: We would say that, if anything, they
are a little bit conservative, but on the whole they
will not be that far out over a period of about five
years. It is very diYcult to predict when you go
further down the road.
Mr Cross: I think we would agree with that,
Chairman.

Q431 Chairman: Mr Cross, do you think they are
conservative?
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Mr Cross: I think the MDS figures, particularly in
relation to China and south-east Asia, are
conservative at 6%. I think both of those areas have
grown by perhaps up to 10% in the last two or
three years.

Q432 Chairman: So “conservative” can be read as
“wrong”?
Mr Brownrigg: Cautious.
Mr Cross: Yes, cautious.

Q433 Clive EVord: You would not underline the
accuracy of them?
Mr Cross: I was going to say that probably every
five years there is a couple of years’ gap when
things slow down and then they start again, so
probably overall to 2010 they are a minimum. I
think six is probably a minimum to 2010, it may be
seven, it may be eight, but I think it is the low end.

Q434 Clive EVord: Just following on from the
discussion we were having about transporting
goods around, do we need a master plan for the
UK, similar to the one we have for airports, for
surface transport in the UK relating to ports?
Mr Cross: I think for particularly containerised sea
transport that is very diYcult because it is changing
all the time. We set up these little feeder services to
and from the east coast and the west coast of this
country three years ago and three out of the four
we set up are still running, but what we are noticing
now is that the industrial base of this country
continues to change even in that short space of
time. When we first set the services up, there were
more imports than exports and over the last three
or four years the amount of export cargo
manufactured in this country and suitable to go in
a container on an international voyage is reducing,
ie, we are making less exportable, containerised
traYc in the United Kingdom, so, in answer to
your question, that means that what is available
now and what is available in five years and what
is available in 10 years is going to change. Perhaps
10 years ago the import flow and the export flow
in this country were more or less the same and over
that 10-year period the import flow has grown
substantially and the export flow has been reduced.
It is very easy if you are operating a ship or a bus
or a train, if it is full both ways, it is good news,
but if the economy of the country dictates that
increasingly it is full one way and empty the other,
then the whole economics of the service change, so
should there be a master plan? Perhaps, but
because we, as a shipping line, and indeed the ports
community do not really know what is going to
happen in industry, that is a diYcult question to
answer, in our view.
Mr Everard: There should not be a master plan.

Q435 Clive EVord: There should not be?
Mr Everard: No. Because I think if we just take
ports on their own, an awful lot of cargoes moving
through ports at the moment are non-
containerised. They are pretty standard, they are

not growing at an enormous rate, they are there
and people know where their patterns are. That can
be dealt with in the normal way. With containers
though, if ports are given permission to go to
various places, then obviously you need to look at
where that particular port is and where the market
is. So it would actually have to be planned, but it
would not be a master plan because one thing you
know with a master plan is that you are going to
get it wrong because things change or things do not
always happen. If you look at the city areas, such
as where new container ports are being built, then
the infrastructure needs to be looked at in that sort
of area.

Q436 Clive EVord: But going back to your
comments earlier on, Mr Everard, where does that
sit then with the desire to mothball potential
development land around ports and the idea that
perhaps at some time in the future the market
might expand in that particular area?
Mr Everard: I think what you have to say is that
certain ports have of course done property and that
is fair enough, but what we have to say is that each
individual case should be looked at on its merits as
to what can be given permission and what cannot.

Q437 Clive EVord: So on a piecemeal basis as it
arises, not as part of some overall plan?
Mr Everard: I think this is a very diYcult one of
course to answer. What you have to do is make
sure there is enough capacity because we want to
make sure that the roads do not get too clogged.
There are ways and means of taking cargoes in by
sea and, therefore, there has to be something. If you
go into local plans, say, in places like Plymouth,
you will notice there are certain areas designated as
port areas and a certain amount goes for building
property. So that is the sort of thing: that you take
an individual look at each one—and obviously that
is where the local people come in as well.

Q438 Chairman: Do the Chamber know which
ports have got good access and bad access?
Mr Everard: Yes, I think if you actually look at it,
when the Channel Tunnel was built, a six-lane
motorway was built down to the Channel Tunnel.
You have a pretty poor road into Felixstowe—

Q439 Chairman: No, Mr Everard, do you know
throughout the whole of the United Kingdom
which ports have got good and bad surface access?
Could you produce, for example, a map which
would indicate to your members where these
facilities were available and a grading of the
facilities available?
Mr Everard: It is never something we have done.
We have looked at specific areas, but we have never
actually done that.

Q440 Chairman: So you do not know?
Mr Everard: No, we do not know oVhand which
ports have and which ports do not.
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Q441 Chairman: Would it be a good idea if the
Department did it?
Mr Everard: I think there is something in that.
Mr Walters: To add something to do with the
master plan, the regional development agencies and
the regional assemblies, we work in Southampton
very closely with SEEDA and SEERA and
eVectively I think that is the closest we are in terms
of a master plan. Now, if one were to get some
scissors and put them in together, if you read, for
example, the draft South East Plan, it is very clear
as to the transport links that are eVective, which
ones are not—
Chairman: But that is very local and it is because
you do your homework properly and you know
how to manage a port.

Q442 Clive EVord: Just to bring in the Road
Haulage Association on modal shift, which is
something Ms Rampley might want to comment
on, do you think the Government are doing enough
in terms of modal shift? You perhaps might like to
comment that they are perhaps doing too much,
but this is just to give you the opportunity to have
some input.
Ms Rampley: You are talking about modal shift—

Q443 Clive EVord: From road to rail. We have
heard that there is a desire really for other forms
of transport to decongest roads.
Ms Rampley: We do deal with intermodal and we
always look at whether there is capacity for both,
for rail and road, and also when you move these
containers inland, at some point or other, these
containers are still going to be moved for, what we
call, the “end mile” by road, so there is room and
capacity for both.

Q444 Clive EVord: In terms of an overall master
plan, do you, as an association, see any sort of
pinch points or problems in the road haulage
system or the road network which are causing
problems for you to serve ports?
Ms Rampley: The pinch points are mainly roads
like the A14 into Felixstowe, which is a major route
with major problems and congestion on that route.

Q445 Chairman: So if we asked you for a plan, you
could give it to us?
Ms Rampley: We could produce one, yes, and show
you where the pinch points are in the United
Kingdom.

Q446 Chairman: Could you please do that?
Ms Rampley: Yes, sure, not a problem.

Q447 Mrs Ellman: How seriously do you consider
terrorist attacks to be or the likelihood of them to
be at ports, either in the ports or on the vessels?
Mr Everard: We have been given information by
the various authorities that it is actually relatively
low. But, having said that we are taking it that the
terrorist threat is relatively low at ports, we all take
it very seriously and all ports have their own

plans—and it is all examined by Transec and it is
taken seriously. I can assure you that any port
operator, as every ship-owner, takes terrorism
extremely seriously even though we are advised that
the risk is relatively low.

Q448 Mrs Ellman: Who did you say?
Mr Everard: Transec.

Q449 Mrs Ellman: They say it is a low risk?
Mr Everard: Yes.
Ms Rampley: They were already having to
implement the ISPS Codes.
Mr Everard: Yes, which has helped a lot.

Q450 Mrs Ellman: Has that helped?
Mr Everard: Yes.

Q451 Mrs Ellman: When did Transec say it was a
low risk, how recently?
Mr Everard: They have been doing it over a period.

Q452 Mrs Ellman: But how recently did they make
that statement to you?
Mr Brownrigg: There is a constant assessment of
threat on the basis of perceived intelligence
generally and Transec is monitoring this closely, as
do we in the Chamber. We are speaking really, or
I am speaking anyway, only from the shipping
viewpoint. It is diYcult to know what may or may
not happen behind the scenes, but, from our
viewpoint, it is not perceived to be a high risk in
any sense.

Q453 Mrs Ellman: When was your last
communication with Transec when they informed
you that there was a low risk?
Mr Brownrigg: I could not put a finger on it
specifically, but we have a constant relationship.
Mr Walters: Down in Southampton we have been
at the lowest level for quite some time now and we
have constant communications from Transec
setting security levels. The security level we are at
now, for example, requires us to check 20% of all
lorries and all individuals entering our terminal on
a random basis.

Q454 Mrs Ellman: How long has that been in
operation?
Mr Walters: A year and a half. At one point the
security level went up for a short period, but we
have certainly been ISPS-compliant since July 2004
and that is when the method of communication and
security—

Q455 Chairman: That is the National Maritime
Security Programme, is it? Perhaps we can avoid
using initials. The NMSP is the National Maritime
Security Programme which is what you are
talking about?
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Mr Walters: I am not aware of that acronym.
Chairman: That is even more interesting!

Q456 Mr Martlew: I am a bit worried that you
seem to be saying that security is not a problem. I
am sure that is not what you are saying, but I think
you have to get it right for the record. How has it
improved over the last five years? Has there been
a major shift in the level of security?
Mr Everard: In Portsmouth, as a ship-owner, it has
been a major problem. We were asked whether the
risk was considered to be low or high and we were
giving our own independent assessment and it was
said to be low, but we take it very seriously. These
days, even when I go on board one of my ships, I
am challenged. Years ago you could just walk on
and oV ships, but these days people are taking the
whole security thing extremely seriously.
Mr Cross: And on and oV ports.
Mr Everard: All the people on the ships know how
important it is and that is the important thing.

Q457 Mr Martlew: So it has improved in recent
years?
Mr Everard: If you look at what we have done at
our little port we have down in Plymouth, there is a
huge amount of security. We have 24-hour security,
cameras, and we are right into the police and other
people—so although we have said the risk is low,
we have taken the matter very seriously and it is a
high priority of running the business.

Q458 Chairman: Why do some ports think it is a
good idea to have their own police force and
others not?
Mr Everard: I think history is mainly why and I
think some ports have just historically had a police
force and some have not.

Q459 Chairman: Is there a definition of size or
volume of work which makes a diVerence?
Mr Everard: Not particularly. The one thing we
would say though is that we think a police force in
a passenger port probably gives a lot of comfort to
passengers.

Q460 Chairman: So it is a good idea for a port to
operate its own police service?
Mr Everard: Particularly one with passengers—
because we think, looking from the ship-owner
point of view, that it will give our customers some
comfort by seeing policemen rather than somebody
dressed in security uniform.

Q461 Chairman: Do you think, by not having their
own port police service, it puts some ports at a
competitive disadvantage?
Mr Everard: I do not think it does. It is not
something we feel very strongly about. I do not
think it does. I do not think, in economic terms,
that it is hugely important one way or the other
whether it gives them a disadvantage or not.

Q462 Chairman: But it is certainly not a
disadvantage?
Mr Everard: I would not think so.

Q463 Chairman: How secure is the “known-
shipper” system?
Mr Cross: The known-shipper system, as we
understand it, applies mainly to the Channel
Tunnel with cargo going to and from Europe. I
think if the known-shipper system is to be truly
eVective, because of the number of origins and
destinations that we serve around the whole world,
most of which are outside the European Union,
then it has to be a truly international aVair and
that, I think, is an immense undertaking for
anyone, for this Government or for any other
government. I think to have a known-shipper
system for all the international deep-sea cargo that
is moving around the world at any one time is an
enormous task and, although it is not the known-
shipper system, our Customs & Excise in this
country, who are there for a diVerent reason, have
a pretty good idea of what is happening regularly
and what is not happening regularly. They come to
us sometimes and say, “We want to take these half
a dozen containers and look at them”, and they do
not have to give a reason, they just say, “We’re
going to have a look at them”. That is not the
known-shipper system, but you do get people on
the ground who know what is coming in, who see
every week what is coming in and if there is any
sort of change in the pattern or a change in the
behaviour or a change in anything, Her Majesty’s
Customs & Excise, I think, and they are not there
for security, they are there for a diVerent reason,
are quite good at noticing diVerences that occur.

Q464 Chairman: Do you agree with the
Department that the Port Marine Safety Code is
eVective?
Mr Everard: Yes, we do.

Q465 Chairman: You do not think it ought to be
compulsory?
Mr Everard: I think what really matters is the
attitude of the management running any port. I
think it is absolutely essential that we—

Q466 Chairman: So we should be compulsorily
checking the management before we let them take
over a port?
Mr Everard: I think making everything compulsory
or making laws for everything—The most
important thing is an attitude of mind and part of
that comes down to education. Reports like the
Committee will make to educate people, to get
them thinking in the right way, is the most
important thing. Just making something
compulsory is not necessarily going to achieve the
correct attitude of mind.

Q467 Chairman: How do we enforce legislation if
we rely upon the attitude of mind of management?
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Mr Everard: I think in the end that is how
legislation works. Management knows, that in the
end, it matters.

Q468 Chairman: You do not think there ought to
be sanctions against breaking a code of conduct,
you think it is quite enough for us to ensure that
they have the right attitude?
Mr Brownrigg: Of course, many of the standards
which are reiterated in the Code are already
mandatory.

Q469 Chairman: All I am trying to get at is you
think it is perfectly all right, you think it is working
okay and even if it is dependent upon the attitude
we do not have to make it compulsory because
presumably this attitude is widely available.
Mr Brownrigg: It is also supported by the fact that
some of those standards are already mandatory, if
not most of them.

Q470 Chairman: Ah, so some standards should be
mandatory but not all?

Supplementary memorandum submitted by the Road Haulage Association Ltd

Introduction

1. This briefing paper has been compiled following on from the initial written evidence provided to the
Committee by the Road Haulage Association (RHA) on 2 November 2006 and also the verbal evidence
provided by RHA Infrastructure Manager, Ms Chrys Rampley on 22 November 2006. This submission is
made in response to the request made by the Chairman of the Committee that the RHA make available
specific information regarding “pinchpoints” that are believed to adversely aVect the access to the Ports in
England Wales.

2. The membership of the association has been consulted and below is a list of the ports and roads that
have been shown to cause the most concern. Please be aware that this is a subjective list that was compiled
in a very short space of time, clue to the constraints imposed on compiling the response.

3. The majority of the activities carried out by RHA member companies focus on roll on/roll oV (ro-ro)
movements through the Port of Dover and journeys to and from the major container ports at Felixstowe,
Southampton, Thamesport, Tilbury and Liverpool. We also found evidence of regular but less frequent road
movements of containers from Hull, Tees and Immingham.

4. The Highways Agency is committed to attributing increased emphasis to reliability (both for private
motorists/public transport and for freight), manifested in a journey reliability target concentrating eVort on
the slowest 10% of journeys, and in greater use of real-time traYc management.

5. This commitment is essential as DfT have projected dramatic inland impacts over the period to 2030,
including a 96% increase in road use for ro-ro traYc and a 136% increase in road/rail use for lo-lo traYc.

6. There are, however, major uncertainties over future road and infrastructure strategy, due in no small
part to the rate of development of the national road user pricing scheme and the availability of future rail
freight capacity.

7. The further development of container hubs in south east England will put additional pressure on a
road network which is already heavily congested at peak times. The container facilities in Wales are
under-utilised.

8. There is a feeling within the road freight sector that there is not a level playing field between the UK
and the rest of Europe in terms of the application of EU Directives on the environment. It is believed that
the relevant regulations are not always applied in such a rigorous way in relation to port developments
elsewhere in Europe.

Mr Brownrigg: The components of the Code which
are not mandatory tend to be good practice
recommendations.

Q471 Chairman: Do you think port workers are
able to work safely compared with even a year ago?
Mr Everard: I think the whole health and safety
issue has come much higher up on people’s minds.
For instance, in my little port in Plymouth we have
ISO 18000 which is health and safety, the ISO 9000.
We take it as an absolute priority that we look after
our people. Everybody who works there, because
we have got heavy machinery going around, has in
their minds that they should be looking out all the
time in case there is something wrong. That comes
through the management to the workforce and gets
the whole workforce behind it. I know that is how
the other ports work. It is a matter of getting an
ethos, that is much the most important thing. Ethos
is what this is all about. As people who manage
businesses, safety to us is absolutely paramount
and we take that extremely seriously.
Chairman: Gentlemen, you have established what
you think is important. Thank you very much
indeed.
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Pinchpoints

9. Below is a list of the 15 “pinchpoints” of most concern to the Road Haulage Association:

— The A2 from Lydden to Dover

— The A20 Townwall Street, Dover

— The A12 onto the Al20 towards Harwich

— The A14 from Huntingdon to Cambridge and then again from Cambridge to Felixstowe

— The A63 through Hull Town Centre

— The A562/A533 Widnes/Runcorn Mersey Crossing

— The A36 Salisbury Ring Road

— The A33/A3025 Southampton

— The A350 Poole to Warminster

— The A299 Ramsgate

— The A40 St Clears to Fishguard

— The A282 Dartford Crossing

— The A19 Tyne Tunnel

— The A187 to Newcastle International Ferry Terminal

The Port of Dover—via the A2 from Lydden and through the city of Dover via the A20, Townwall Street

10. The future successful operation of this major entry port into Great Britain from the South is
dependent on the continuing improvement of its supporting road and rail network. Urgent improvements
to the access roads are needed to improve the distribution and flow of traYc, particularly at peak times.

11. Furthermore, major improvements and additions to the provision of secure facilities for the required
overnight stops of commercial vehicles needs to be addressed.

The Port of Harwich— via the A12 onto the A120

12. The A12 is the most easterly major national route between the Thames and the Wash serving the ports
of Felixstowe, Harwich, Great Yarmouth, Lowestoft and Ipswich. The A12 therefore has a key strategic
role to play in the infrastructure of the region, and indeed of the country. The A12 is a heavily used road
with some sections carrying up to 80,000 vehicles per day, of which up to 18% are HGV’s. Strategic routes
carrying such flows are often dual three lane motorways which have been built to replace an older road.
However, the A12 has been improved in a piecemeal manner over the past 40 years, mainly as a series of
bypasses, starting with Ingatestone in 1959 and finishing with Chelmsford in 1986. As a result the A12
consists of a mixture of dual two-lane and dual three-lane all purpose carriageway roads with a combination
of grade separated junctions and local accesses, not all of them designed to current safety standards. This
has resulted in a variety of widths and standards as each road section and junction has been improved to
the standards pertaining at the time of its improvement. Much of the road falls well below current standards
such as slip road design, lengths of acceleration lanes, lay-by design, provision of lighting, tightness of bends,
and the provision of landscaping. It carries flows beyond its theoretical capacity which results in regular
congestion hotspots especially if there is an incident during essential maintenance operations.

The Port of Felixstowe—via the A14

13. The routes to all of the East Anglian ports are in desperate need of road improvements, but only
stop-gap measures seem to be on the agenda. The A14 is becoming infamous for the large number of
container moving commercial vehicles filling up its available capacity, but the only solution put forward
recently has been to consider banning commercial vehicles from the outside lane of what is only a two lane
carriageway, in the hope that car drivers will be pacified.

14. Unfortunately, this will not be the answer and will only lead to further frustration and the very real
threat of an increase in accidents and the accompanying delays. As a vital link to a region of high commercial
activity there is a desperate need for this route to be upgraded to motorway status.

The Port of Hull—via Hull Town Centre

15. A report compiled by Fauber Mansell on the Hull East-West Corridor reported that on a typical
weekday approximately 250,000 people travel into and through the central part of the City of Hull across
a cordon defined loosely by the high-level railway line which runs around the city and into the Port of Hull.
During the same period approximately 54,000 vehicles travel along the central section of Castle Street,
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between Mytongate and Market Place of which about one quarter are heavy commercial vehicles. 30,000
of this total have both an origin and a destination outside the central part of Hull, for example from the
M62 to the docks, and therefore can be defined as “through” traYc with no business in the city centre.

16. The Port of Hull has a very strong influence on transport levels within and around the City. Annually
over one million passengers and 10 million tonnes of freight pass through the Port to or from overseas
destinations. The vast majority of passengers and freight arrive at or leave from the port by road, the only
exceptions being relatively small volumes of bulk movements which use rail or inland waterway. 65% of
freight which comes into the port and is brought inland by road has a destination within the Yorkshire and
Humber region. The only other destination which accounts for more than 10% is the North West. As a result
the vast majority, 80%, of commercial trips to or from the port arrive or leave via the A63 and Castle Street.

Mersey Crossing between the A562 and the M33

17. The eYcient movement of freight is essential in underpinning the viability of all regions of the
country, hence the need for a high quality, integrated transport system that meets the requirements of
industry and commerce within this region.

18. In terms of freight movements, the Port of Liverpool is the single largest generator in the region.

19. This is a notorious pinchpoint that has a negative impact on freight movements to and from Liverpool
Docks, especially at peak periods throughout the working week.

South West Port Access—via the A36 Salisbury Ring Road

20. Although not at first sight likely to aVect port access, the A36 is a major route for road freight
movements from the North West down to the South West ports. Therefore, the requirement for heavy goods
vehicles to regularly negotiate Salisbury is certainly a detrimental eVect on eYciency.

21. However, it is a recognised problem that there are many environmental issues when additional road
building, or even improvements to existing infrastructure, are put forward in this part of the country.

The Port of Southampton—via the A33/A3025

22. The Port of Southampton is one of the largest and most diverse ports in Europe, handling 34 million
tonnes of cargo each year. Therefore, ease of access by road is vital, not just for freight movements but also
due to Southampton being the UK’s principal cruise port, handling almost half a million passengers on an
annual basis.

Port of Poole—via A350

23. The lack of a high grade north-south road linking South East Dorset with Wales and the West
Midlands had long been a concern.

24. Poole provides a classic example of neglect for the provision of a north-south road link which would
enable port traYc to gain major increases in eYciency, while at the same time reducing the environmental
impact of regular road congestion.

The Port of Ramsgate—via the A299

25. The Port of Ramsgate provides freight services to Ostend, with traYc flows to and from the port
stated to be at around 125,000 lorries on an annual basis.

26. Furthermore, a report by what was then referred to as the OYce of The Deputy Prime Minister in
2005 stated that the Port of Ramsgate is one of the few ports in the south of England with space available
for expansion.

The Port of Fishguard—via the A40

27. Fishguard is in Pembrokeshire in South Wales. The port is located one mile to the west of the Town
of Fishguard, in the small town of Goodwick. The entrance to the Port for all traYc is oV a small
roundabout. There are daily crossings to Rosslare in the Republic of Ireland.

28. Access to the port is via largely unsuitable roads for regular use by heavy goods vehicles returning
fully freighted to Ireland.
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The Dartford Crossing—A282

29. The Dartford—Thurrock River Crossing is a major pinchpoint and one of Europe’s most heavily
used crossings and complex traYc management systems. Spanning the Thames between Dartford and
Thurrock, the crossing forms a vital link in the M25, Britain’s most important orbital road.

30. At peak times the congestion is entirely due to the eVect of the traYc being delayed by the toll booths.
This congestion can extend for many miles either side of the crossing, leading to massive delays, unnecessary
environmental damage and increasing business costs.

The Tyne Tunnel—A19

31. The Tyne Tunnel is a single conduit that allows access to the Port of Tyne and also the Newcastle
(North Shields) Ferry Terminal.

32. Congestion is common and prolonged throughout the day. There are no suitable alternative routes
available and delays have to be factored into any journey planning.

33. It is anticipated that freight movements via the North will continue to increase, adding further
pressure on an already overloaded infrastructure.

The Newcastle (North Shields) International Ferry Terminal—via the A187

34. The Newcastle (North Shields) International Ferry Terminal is approximately seven miles east of
Newcastle. Access by road from the South is again via the A19 towards the Tyne Tunnel. Once through the
tunnel vehicles have to join the A187.

Witness: Mr Mike Garratt, Managing Director, MDS Transmodal, gave evidence.

Q472 Chairman: Welcome, Mr Garratt. It looks like
the industry is trying to trample you to death but I
am sure that is quite wrong!
Mr Garratt: Good afternoon.

Q473 Chairman: Could you please identify yourself
for the record.
Mr Garratt: My name is Mike Garratt. I am
Managing Director of MDS Transmodal.

Q474 Chairman: We have heard a lot about you,
Mr Garratt. The Government told this Committee
in January 2004 that it did not see what added value
Government forecasts for capacity growth would
be. Why did it change its mind?
Mr Garratt: I am not the one to ask that question,
am I?

Q475 Chairman: Did they give you any indication
when they talked to you? What was your remit from
the Department?
Mr Garratt: My remit was to conduct a forecasting
exercise. That was one remit. The second was to
examine trans-shipment which really transformed
itself into an examination of supply and demand in
the container field.

Q476 Chairman: We have heard a lot of rubbishing
of your figures, there does not seem to be a lot of
faith in them. Is that justified?
Mr Garratt: I do not think it is justified, no.

Q477 Chairman: Why do you not think it is justified?
Tell us the methodology, Mr Garratt.
Mr Garratt: Exactly, yes. We conducted two studies,
as I explained. If I could deal first of all with the
forecasting exercise. I would like to start by talking
about the non-bulk sector for a few seconds. The

non-bulk sector has relatively little growth in it in
total. I heard what Mr Everard said a few minutes
ago and I would agree with him that it tends to be
specific to particular trades. Our approach for the
non-unitised sector was to examine what drives
trades: power stations drive the amount of coal; the
size of the national livestock numbers dictates
animal feeds and so forth. On the unitised side we
took a completely diVerent approach. We have a
database based on Customs’ data from 1998 to the
present day eVectively which describes trade in detail
by commodity and country of origin and
destination. We developed an econometric model
which relates changes in those tonnages to GDP
changes, to exchange rates and eVectively identifies
overall trend. We extrapolated that forward on the
expectations of GDP and exchange rate. We
converted those tonnages into the containers and
trailers they represent. We have been talking about
containers a lot but remember that there are more
trailers running in and out of the UK than
containers. We took all of that into account and
arrived at estimates of growth, really allowing the
last 16 or so years of data to inform the future. What
we generally found was that growth is not
necessarily exponential, growth tends to be absolute.
That is, it is the case that there is a finite increase in
numbers of units each year rather than simply 6% a
year or 10% a year and so forth. If you think about
that in the long-term you get to the ridiculous
because there are certain limitations to all of this.
Putting it very simply, if you look at smaller
economies, such as Ireland or Iceland, you realise
they get to a point where they import practically all
of their consumer goods and beyond that point
growth can only be dictated by that proportion of
growth in GDP which is used for materials rather
than services, and that is relatively limiting because
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I think we all appreciate that it is the service
economy that is growing faster than anything else.
Taking all those factors into account we arrived at
the forecasts that we arrived at. Very simply, taking
the next 10 years, because as people said beyond that
it is more speculative, we were forecasting a growth
of about 5% a year compound or figures that
interpreted it as 5% a year compound in containers
and about 3.5% a year growth in trailers. It is
unfortunate, and this is partly a consequence of our
work in examining the statistics, that there have been
some small adjustments to the way some of this data
is collected now, which I thoroughly approve of, so
if we look at the latest port statistics, 2005 statistics,
there is a little break in the continuity and you have
to read them with great care. Anticipating such
questions and criticism we have tried to make a like-
for-like comparison. The growth in TEU running
through GB ports in 2005 as compared with 2004 we
think was only about 1.7%.

Q478 Chairman: 1.7%?
Mr Garratt: 1.7%. Before we stick that number in
our heads and do not move on, another thing that
has been happening year-on-year is that the volume
of containers which are trans-shipped within GB
ports has been declining, and you just heard about
that, that is being squeezed out, so that every year
for the last few years there has been a reduction in
third country trans-shipment in GB ports. If you
take that into account for that year I would say that
we can re-interpret that 1.7% to about four or 4.1%
growth in, if you like, domestic containers, that is
containers moving in and out of GB ports for the GB
economy. I think that reasonably well supports our
forecast, at least for the next few years. Again, if you
care to look at the UK Maritime Statistics Report,
which is produced every year by the Department,
and I would like to say is well done, you will see a
breakdown of the source of containers, Far East,
North America and so forth. I was listening to what
the previous witnesses were saying and if you look at
the growth between 2000 and 2005 you will see,
indeed, a 9% a year growth in containers from the
Far East to the UK which corresponds to what the
previous witnesses were saying and corresponds to
the sort of growth rates we are seeing in continental
ports. However, in 2005 the Far East only
represented 34% of containers through GB ports
and, indeed, the UK Maritime Statistics show that
some trading areas, so to speak, declined. I think you
have to take all this in the round. You have to
remember that the mix of traYc through GB ports is
not entirely the Far East. It is perfectly true that if
you look over the last 10 years at the whole world the
compound growth rate in containers through ports
has been about 10% a year but that tends to reflect
the mix of containers being handled.

Q479 Mr Martlew: Obviously you heard the
previous witnesses and they said that yours was a
conservative estimate—I think that was the word—
and yet you have put a very good case to say why it

is realistic. Why do you think they got the wrong end
of the stick? Why would they say that yours was a
conservative estimate?
Mr Garratt: They are concerned with particular
trades. There is always a temptation to look at what
is growing and forget what might be declining at the
same time. I think that is the simplest way of putting
it. There are ports or port traYcs that you can
identify around the UK which are not expanding.
What our forecasts reflect are an overall picture and
within that there are going to be significant
diVerences. I think that is the easiest and human way
of explaining that.

Q480 Mr Martlew: Could they be trying to build up
the potential for growth so that would influence how
the Committee would judge the future? Do you
think that could be a possibility?
Mr Garratt: I think that is for you to judge. If I could
move on to try and answer what is behind your
question. There is always going to be a tension
between shipping lines and ports because clearly the
less capacity that is available the greater the
negotiating position of the ports, and the reverse is
also true. You must take that sort of aspect into
account in receiving answers. That underpins some
of our second study.

Q481 Mrs Ellman: There is a concern that your
reports and approach minimise the importance and
potential of ports outside the Greater South East.
Mr Garratt: Yes.

Q482 Mrs Ellman: One statement in your
presentation is that ports are not a significant
regional employment engine. In Liverpool, and that
is just one example, nearly 30,000 jobs are related to
the maritime industry and the expanding port. That
is hardly insignificant, is it?
Mr Garratt: No, it certainly is not, but it is a question
of interpretation. Bear in mind that comment has to
do with our specific study of container trades and the
ability of shifting container trades to aVect
employment. I recall—

Q483 Mrs Ellman: Mr Garratt, let me stop you
there. Your general statement here is minimising the
significance of the regional ports in terms of
employment resulting. I have given you an example
which is challenging that. We are talking about a
concept, that is the whole point.
Mr Garratt: I am sorry, I was slow in answering. I
was going to go on to explain myself in this way. If
you consider the container trades it is relatively
unlikely that the movement of a container to its final
destination is going to be particularly aVected by the
ability of one port or another to handle it. If, for the
sake of argument, there is a receiver of containers in
Skelmersdale that container may come through the
port of Liverpool, but if the port in Liverpool did not
have the capacity to handle it, it would come in
through Felixstowe or Southampton or Tees or
another port. The employment at that end user is
unlikely to be particularly aVected. Where ports
really do matter in terms of employment is where
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industry is tied to the quayside, be it Stanlow or the
grain producers, animal feed compounders and so
forth.

Q484 Mrs Ellman: What evidence do you have?
What proportion of those 30,000 jobs, to take this
one example, are you saying would be there
irrespective of the port of Liverpool?
Mr Garratt: The port of Liverpool in oVering a
navigation that allows large ships to directly serve
refineries and other heavy industry is extremely
important because if the navigation was not there in
the quays then there would not be the employment,
but I would suggest that container trades are not in
the same category.

Q485 Mrs Ellman: You also conclude that user costs
would be minimised by further development of ports
in the South East. What is the actual evidence for
that if you considered an alternative with supportive
developments and an appropriate infrastructure
outside of the South East, or is this just based on an
inbuilt assumption that the South East is the only
place for further investment?
Mr Garratt: I can only answer that by explaining our
methodology. We took the view that the interests of
shippers, exporters and importers, shippers and
receivers, is basically if you can get a good level of
service at the lowest possible rate. It is for the
shipping lines to work out how best to achieve that,
how to minimise their costs but at the same time
providing an acceptable level of service. We took
into account the costs of ships, their fuel, port
charges, inland costs and, crucially, port handling
charges to work out in our view the cheapest way, if
you like, for shipping lines to fulfil this commercial
driver. Our conclusion was that the diversion of
large ships away from the South East was not always
but generally more expensive. What I think will
happen is if extra capacity is not provided within the
South East the large ships will divert to the continent
and more traYc will be fed. In some cases feeding is
already the cheapest way of achieving the objective,
so feeding particularly to Grangemouth in Scotland,
for example, is cheaper than using overland rail.
CMA were here earlier explaining how they are
feeding from Le Havre to Liverpool and that is a
cost minimising approach. It is when you start
having to feed the South East or the Midlands
market that that becomes more expensive and that
explains my answer.

Q486 Chairman: No, Mr Garratt, I am not very
clever you have got to explain this to me. You are
assuming that, in fact, the market decides, the
shipping lines are not very imaginative, that it is
cheaper for them to put it all into the South East and
trans-ship. Presumably you took account of the cost
of trans-shipment because double-loading is not
exactly a cheap process.
Mr Garratt: Yes.

Q487 Chairman: You are assuming that it is still
cheaper to put it all into the South East because of
the size of the ships, because of the ease with which

they can get to certain ports and because the costs of
transporting the goods from the ports onwards is
still being taken account of. Is that what you are
telling us?
Mr Garratt: No, we did not arrive at an absolute
answer like that. Our optimum conclusion was that
a little more trans-shipment might, in fact, be a good
thing because there are certain parts of the country
which it is already cheaper to trans-ship to than use
the South East port. What we were testing was
whether the new projects we tested in the South East
would reduce overall user cost and we came to the
conclusion it would because otherwise a lot more
traYc would be trans-shipped from the continent
and that would raise costs for the overall economy.

Q488 Mrs Ellman: But what is your evidence that
there would be more trans-shipped from the
continent?
Mr Garratt: Our evidence is based upon the cost
calculations that we made using—

Q489 Chairman: It says: “Conclusions based upon
transport costs”, okay you can isolate those as
long as you are including the true economic cost of
trans-shipment, but it says: “Evident behaviour.
Preference by lines for South East ports” and the
assumption that inland networks would have
adequate capacity. There are a few oV-the-wall
guesses there, are there not? I know we do not call
them that. Informed forecasts.
Mr Garratt: We did assume that there would be
adequate inland infrastructure to accommodate
traYcs and that is a point worth thorough debate,
and I take that point entirely. As far as evident
behaviour is concerned, shipping lines have had the
option of going to other ports for some time.

Q490 Chairman: We do not need to argue. What you
are saying to us is what I said to you before, you
assume that shipping lines prefer to go into the
South East because they are going to have bigger
and bigger ships and they can only go into a limited
number of places.
Mr Garratt: If I can say one more thing. They work
in very competitive environments and are driven by
their need to—

Q491 Chairman: And they are not too good at
assessing their own costs either because most of the
time they do not know as far as I can see. I might be
doing them an injustice.
Mr Garratt: I think that might be slightly unfair.

Q492 Chairman: Slightly, yes. That is not the case,
you think they know exactly how much of their costs
are due to trans-shipment, that they can do all these
very complicated three-dimensional calculations.
Mr Garratt: In reviewing their behaviour I came to
the conclusion that by and large they were doing the
right things.

Q493 Chairman: They were a lazy lot of so-and-
sos, yes.
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Mr Garratt: I came to the conclusion they were
minimising their costs.

Q494 Chairman: Fine. I do not know quite how you
came to that conclusion, Mr Garratt.
Mr Garratt: By comparing the cost of their behaving
in diVerent ways and concluding that those were the
more expensive strategies.
Chairman: I think I should volunteer for your job, it
sounds like a good one.

Q495 Mrs Ellman: What remit did the Department
for Transport give you?
Mr Garratt: The remit as far as the trans-shipment
survey was concerned, which is the one we are
talking about now, was to examine the opportunities
available to UK ports to increase trans-shipment, to
examine and to consider by implication, therefore,
the alternative uses to which port capacity could be
used for. Inevitably, therefore, we found ourselves
asking the question what is the best use of port
capacity, and we heard earlier this afternoon the
question about whether there was adequate capacity
in UK ports for onward trans-shipment or whether
that trans-shipment should take place on the
continent. We examined those issues to be able to
come to a view as to which port investment strategy
was likely to be best for UK plc.

Q496 Mrs Ellman: Was there any guidance put to
you on which way you should develop this?
Mr Garratt: No.

Q497 Mrs Ellman: Not at all?
Mr Garratt: I understand your question and we were
free to develop our own scenarios.

Q498 Mrs Ellman: No guidance at all on what the
Department might have been looking for?
Mr Garratt: No. I understand your question and I
would not have accepted such guidance.

Q499 Chairman: What does your work tell us about
the ability to substitute between ports?
Mr Garratt: To substitute between South East ports,
not a lot of diVerence if we are still talking about
containers. If we are talking about substitution
between ports in the South East and ports
elsewhere—I do not want to repeat myself—there
are significant costs which will be faced in diverting
to those ports.

Q500 Chairman: The diYculty I have, Mr Garratt,
is that under this presentation where you talk about
forecasts you say you must assess needs and
alternatives, you have got to consider the case for
consent, consider the infrastructure, Network Rail
and Highways Agency, determine whether the
industry is investing enough. How did you do that?
Mr Garratt: As I said, we took it as a given that there
would be adequate inland infrastructure because
that was not part of our remit.

Q501 Chairman: How did you judge the wider case
for rebalancing the playing field?

Mr Garratt: You mean in terms of economic impact?

Q502 Chairman: Yes, that was what you were asked
to do, was it not?
Mr Garratt: Yes, we were. That goes back to the
earlier point. We came to the view that the relative
costs in terms of the movement of containers
between one strategy and another were not suYcient
to make a significant regional impact bearing in
mind the ranges we arrived at in terms of user costs
were between £190 and £205 in the context we were
looking at it. A cost impact of £15 on a TEU from
the Far East is perhaps 2%. That is unlikely to drive
any changes in behaviour on the part of other
economic factors.

Q503 Chairman: Because it is such a low proportion?
Mr Garratt: Yes.

Q504 Chairman: Because of the way that you
factored in all these other questions on which you
made assumptions?
Mr Garratt: No, I do not think that is fair. All we
were doing there was trying to assess whether
diVerent port strategies feeding into the impact on
the cost of moving goods would have a significant
impact on regional development and the conclusion
our subcontractors, DTZ Pieda, came to was that
the impact was inevitable.

Q505 Chairman: Which of your forecasts is the most
important, the 177% increase in container traYc or
the 113% increase in ro-ro freight?
Mr Garratt: Probably the container forecast because
the ro-ro sector has more flexibility in it and the
facilities it requires are less capital intensive. I would
say it was dealing with that container traYc growth
which was by far the most important.

Q506 Chairman: If I were a government minister
being required to make up her mind on the basis of
your demand forecasting and capacity, are you
telling me that the only ultimate conclusion that I
should reach is that there is a case for expanding the
ports in the South East?
Mr Garratt: I am saying that there is a strong case
for ensuring there is adequate capacity to meet
demand in the South East. I share the views of some
of the people before that if adequate capacity is not
available that will lead to the main line shippers not
calling directly in the UK and that will lead to a loss.

Q507 Chairman: As part of your exercise did you do
an assessment of what would happen if the ships
became so large that they could not get into anything
other than two ports which may rapidly become
congested?
Mr Garratt: Yes. If that happens our conclusion was
that a limited number of such ships would still call
into the UK and the remainder would call into the
continent and traYc would be fed back into Britain.

Q508 Mr Martlew: Is it your belief that there should
be a new port built in the South East?
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Mr Garratt: I do not think there is a need. The
existing proposals, consented and minded to
approve or whatever, are adequate. The concept of
a completely brand new port with new navigation to

Memorandum submitted by the Department for Transport

Introduction

1. The Department welcomes the Committee’s inquiry into the UK Ports Industry, and the opportunity
to submit this memorandum. Since the Government’s last ports policy statement, Modern Ports, was
published in 2000, the industry has experienced significant change, not least in the growth of the container
sector and the evolution of the current planning system. In light of the Committee’s Report on the sector
in 2003, the Government committed in its 2004 White Paper The Future of Transport, to undertake a
comprehensive review of its ports policy with a view to securing the necessary framework to allow for the
industry’s sustainable development, looking ahead to 2030.

2. The review is now in progress. A discussion document, Ports Policy—Your Views Invited, was
published in May 2006 and the response to the consultation has been good, in terms of both volume and
quality. We expect to publish a detailed summary of the 210 responses on the Department’s website around
the end of October. The process of distilling and analysing the responses is in hand, and will contribute to
the formulation of a revised policy framework early in 2007. During our Review period we also expect the
Eddington Transport Study to be published. We will pay close attention to the recommendations that
emerge.

3. To ensure that the findings of this inquiry inform that process, we urge the Committee to publish its
report very early in the New Year and if possible before the end of 2006.

The UK Ports Industry

4. Ports are gateways to the rest of the world, and in 2004 the 120 or so commercially active ports in the
UK handled the movement of some £330 billion worth of international trade. In terms of freight, the 573
million tonnes of foreign and domestic traYc that passed through the UK’s ports make the industry the
largest of its kind in Europe. These figures are generated by a diverse industry, which is driven by a
competitive market and subject to year-on-year growth. Port traYc overall, measured in tonnes of cargo,
is forecast to increase at 1.25% per year on average over the next 25 years, and within that, unitised traYc
by just over 3%. The 24 million annual ferry and cruise passenger journeys also underscore the continuing
importance—despite the inroads made by low-cost airlines into demand on some ferry routes—of the ports
industry to international travel and, by extension, to the economy.

5. The strength and success of the industry is in large part a product of market forces, and the light-touch
approach to intervention and regulation, brought together in Modern Ports, is likely to remain a guiding
principle of the Government’s ports policy. But the industry does interact with Government in a variety of
important ways, for example through the creation of national, regional and local strategies; planning
decisions; management of inland transport infrastructure; and grants programmes to deliver environmental
and social objectives. The industry requires a clear and coherent policy framework that provides greater
certainty and supports its development.

6. We understand that the Committee’s inquiry will seek to cover ground on the following issues, and the
remainder of this memorandum is structured correspondingly:

— Port ownership.

— General policy framework.

— Demand forecasting and capacity.

— Regional development strategies.

— Smaller ports.

— Surface Access.

— Environmental impacts.

— Safety and Working conditions.

7. To avoid prejudging the outcome of the PPR, we deal only briefly with each issue here.

reach a quay is almost incredible in the South East,
I cannot imagine where that might be. I think the
existing schemes on the basis of our calculation will
be adequate to meet need.
Chairman: Thank you very much, Mr Garratt.
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Port Ownership

8. As the Committee will be aware, ports generally fall into one of three categories. Private, or company-
owned ports, account for the greater part of commercial activity in the industry. There are also numerous
municipal ports, under local authority control, and also trust ports, governed by independent statutory
bodies.

9. The discussion document did not focus on the status and accountability of company ports, nor on
recent changes in ownership. There was relatively little comment on this in the consultation responses. On
trust ports, the Government is considering, as part of the Review, its relationship with the sector,
particularly in light of the ONS’s recent decision to classify six of the largest trust ports’ debt in the public
corporation category. The Department is also considering trust port accountability, to establish whether
current guidance (as set out in Modernising Trust Ports—A Guide to Good Governance) is adequate and that
available measures are fair. As for municipal ports, in May of this year, the Department published
Opportunities for Ports in Local Authority Ownership, which encourages the sector to follow the approach
taken in Modernising Trust Ports, in particular establishing harbour management committees.

General Policy Framework

10. It is not possible at this stage to comment with certainty upon the extent to which the Ports Policy
Review will alter the general policy approach, as it is described in Modern Ports. It is clear from the responses
to the consultation that there is widespread support for maintaining the light-touch approach to
intervention and regulation, and for allowing the market to direct development. However, the Department
recognises the force in arguments to the contrary, and these will be considered as part of the Review. That
said, the expected creation of extensive privately-funded container capacity at Felixstowe South and
Bathside Bay is testament to the success of existing policy in supporting growth, and any proposal for a
radical departure from this approach would need to be very carefully evaluated.

11. Nonetheless, the Government must simultaneously position itself to respond to market failure where
it occurs. In particular, this means evaluating the degree to which the market fails to reflect accurately the
costs and benefits of actions. In reviewing Ports Policy therefore, we are seeking to identify those failures,
and considering the various levers at our disposal to resolve or mitigate their negative impacts.

Demand Forecasting and Capacity

12. In preparation for the review, the Department commissioned a set of demand forecasts from
transport consultants MDS Transmodal, which were published alongside the discussion document in May
2006. In addition, a report was commissioned from the same consultants, in association with DTZ Pieda,
on the potential impact of container transhipment3 on the UK industry. A brief summary of the demand
forecasts is available at Annex 1; a more detailed summary was appended to our discussion document, and
the report itself remains available on the Department’s web-site.

13. As part of the consultation process, the Department has sought comments on the merits of the
forecasts, and in light of those comments, will consider how best to employ the data in the future. Whilst
noting the inherent diYculties in forecasting this far ahead, responses agree that demand, in the container
sector in particular, will require significant extra capacity in the period to 2030, even accepting the “central”
case, as opposed to the “high”. Ensuring that the industry will be able to develop, sustainably, to meet
emerging demand is crucial if the economy is to continue to benefit as it does from the success of UK ports.
Inevitably, this will require a particular focus on the related requirements of the planning system, and the
provision of surface access.

14. In order to understand the future need for capacity, it is important to understand the nature of the
industry. The transhipment study concluded that the deep-sea shipping lines in the Far East trades are
particularly reluctant, on tangible commercial grounds, to make direct calls outside the Greater South East,
and that as a result, if capacity were to become constrained in the South East, calls to the UK would most
likely be omitted from the string. Instead, goods would probably be transhipped through Continental ports,
resulting in added cost to the shipper. That added cost appeared to exceed the value of any possible saving
in congestion and environmental disbenefits from shorter lorry journeys within Britain, in so far as these
can be represented by the Department’s current standard evaluation of sensitive lorry miles, although this
form of scenario testing did not purport to constitute a full transport appraisal. These conclusions will of
course help to inform the Review, as will the comments of respondents, who are not unanimous in their
agreement with the findings.

3 Transhipment is essentially the transfer of goods (usually containers) from one ship to another through a port. It is closely
linked to “feedering”, the use of relatively small ships to distribute goods by transhipment from a large hub port to a set of
(typically) smaller ports.
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Regional Development Strategies

15. Since Modern Ports in 2000, a number of changes have been made to regional and local government,
not least the inception of Regional Spatial, Transport and Economic Strategies. The extent to which ports
should (a) feature as part of these strategies and (b) be the subject of a national strategy, are areas which
the Review is seeking to cover. In a similar vein, the use of port Master Plans to aid regional planning has
been the subject of considered debate. While they might potentially aid ports’ communication of their long-
term plans to regional and local authorities, several respondents raised concerns that the exercise could
become suYciently bureaucratic and inflexible as to be a burden, especially for smaller ports. We shall weigh
these arguments carefully.

Smaller Ports

16. The majority of ports in the United Kingdom may be classified as “small ports”, and while a number
of these are active in freight traYc, the small ports sector is largely focused on fishing, leisure and tourism.
As such, the link between small ports and local economies is pronounced. In formulating ports policy, the
Government is conscious of the need to allow small ports the independence and flexibility to respond to
evolving markets. Small ports also have a significant role to play in coastal shipping, allowing goods to be
landed near their eventual destinations following transhipment, thereby alleviating congestion on the inland
networks.

17. In parallel to the main consultation document the Department, working with the British Ports
Association, released a short questionnaire specifically directed at small ports with a view to gaining a better
understanding of the obstacles they face. We will analyze these responses alongside those to the wider
consultation.

Surface Access

18. The provision of high quality inland infrastructure, linking ports with importers and exporters in the
hinterlands, is a key issue for the ports industry. The attractiveness of a port to freight shippers is heavily
influenced by the relative eYciency and reliability of its inland connections. The Future of Transport set out
the Department’s strategy for delivering a transport network for 2030, built around the central themes of
sustained investment; improved management; and planning ahead. Mechanisms such as the Regional
Funding Allocations (RFAs), Sustainable Distribution Fund (SDF), and now the productivity tranche of
the Transport Innovation Fund (TIF), exist to support the costs of road and rail infrastructure.

19. However, much of the current debate on inland access centres upon the eVectiveness of developer
contributions—the system under which developers, through agreements under planning and highways
legislation4, are obligated to contribute financially to the road and rail upgrades that the proposed
development will necessitate. Arguments that central Government should do more to fund inland
infrastructure often concentrate on the nature of ports as gateways to, rather than generators of,
international trade. A further contention is that developer contributions are unfair because it is impossible
to capture all the benefits of infrastructure investment, which by its very nature is often indivisible or
“lumpy”. These are significant arguments, and will be weighed, among others, against current policy, as the
Department considers its role in respect of inland infrastructure.

20. It is important to note that, as with other aspects of the planning system, consideration of such issues
occurs in the midst of other potentially far-reaching policy developments, such as road pricing or the
proposals for Planning-Gain Supplement, which emerged from the Barker Review.

21. Sub-optimal road access is often the result of congestion, especially in the south-east of England. For
this and environmental reasons, the Government is keen, where possible and appropriate, to encourage
modal shift away from road-use. The review is seeking to ascertain the scope for coastal shipping as an
alternative to road haulage, and we have received several responses on this point.

Environmental Impacts

22. In the discussion document, the Department has stated its goal as being the development of a ports
sector that is compatible with the Government’s social and environmental objectives. A wide-range of
domestic and European legislation now exists to govern the environmental obligations of ports, particularly
with respect to their expansion. As stated in the discussion document, the Government has seen its own role,
in keeping with its overall market-led approach to the industry, as one of making ports aware of their
obligations while trying to avoid unnecessary and disproportionate burdens.

23. The discussion document has sought views on how far ports succeed in meeting their environmental
duties, in particular with respect to air pollution, noise and waste management, and what further action
might be taken to ensure fulfilment of such duties. Many respondents have also commented on the impact
of ports on carbon emission levels.

4 Notably section 106 of the Town and Country Planning Act 1990 as amended, and, in the case of roads, section 278 of the
Highways Act 1980.
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24. We believe there are no fundamental issues at stake around the general approach to safety in ports.
The Department’s responsibilities in this context are limited to port marine safety, through active
monitoring of ports’ compliance with the Port Marine Safety Code (PMSC), and to provision of aids to
navigation through the General Lighthouse Authorities (GLAs).

25. The discussion document suggested that reliance on a voluntary code might need to be backed up by
a reserve power of direction for the Secretary of State over port marine safety; with adequate safeguards in
place, this would be supported by a majority of respondents. Responsibility for dock safety, on the land side
at ports, rests with the Health and Safety Executive, who have submitted a separate written memorandum.

Department for Transport

October 2006

Annex 1

PORT TRAFFIC FORECASTS, 2004–30, MILLION TONNES

avg annual
growth

2004 2010 2020 2030 (CAGR)

Liquid Bulk—major ports GB 264 256 277 290 0.36%
NI 3 4 4 4

UK 267 260 281 294 0.37%
Dry Bulk and general cargo—major ports GB 139 137 148 151 0.32%

NI 7 7 7 8
UK 146 144 155 159 0.33%

Bulk—other ports UK 15 15 15 15
Unitised—includes Channel Tunnel GB 146 183 248 322 3.09%

NI 12 14 17 20
UK 158 197 265 342 3.01%

All cargo—includes Channel Tunnel UK 586 616 716 810 1.25%

Notes:

MDS Transmodal central scenario. The MDS report also includes a low/high range for unitised traYcs to
reflect forecasting uncertainty.

GDP growth of between 2.25–2.5% per annum.

The “unitised” and “all cargo” categories include goods through the Channel Tunnel (15 million tonnes,
2004, 13% by rail, 87% by accompanied goods vehicle).

Northern Ireland is treated separately within the modelling because, as a geographically distinct entity, data
sources and models diVer from those for Great Britain, and the Irish ports north and south of the border
compete for traYc.

18 October 2006

Supplementary memorandum submitted by the Department for Transport

You ask about the reclassification of the six largest trust ports as public sector bodies for Government
accounting purposes. The decision was taken by the OYce of National Statistics, as the body with
responsibility for classifications in National Accounts, initially in 2001. The decision came into eVect, as far
as having an impact of the Department’s DEL, in 2004–05.

The reasons for the classification, as explained to use by ONS, are firstly that the Ports Act 1991 provides
the Secretary of State with powers to privatise trust ports with turnover in excess of £7.2 million and secondly
that some trust ports have the majority of their board members appointed by public sector bodies.

We understand that ONS take the view that these criteria are evidence of public sector control over the
ports in question. Thus if either of these two criteria applies to a trust port, that port is classified as a public
corporation.

15 November 2006



3524742032 Page Type [O] 22-01-07 09:45:17 Pag Table: COENEW PPSysB Unit: 1PAG

Transport Committee: Evidence Ev 135

Witnesses: Dr Stephen Ladyman, a Member of the House, Minister for Transport, and Mr Phil Carey, Head
of Ports Division, Department for Transport, gave evidence.

Q509 Chairman: Good afternoon, Minister. You
are most warmly welcome. Would you like to
identify yourself for the record, and also your
colleague.
Dr Ladyman: I am Stephen Ladyman, Minister of
State for Transport. My oYcial from the Ports
Division of DfT is Mr Phil Carey.

Q510 Chairman: Thank you very much. Do you
have something you want to say to us?
Dr Ladyman: Very briefly. First of all, can I thank
you very much for expediting this inquiry so that it
can inform our Ports Policy Review. I know it means
that you are going to have to work to quite a tight
timescale so I am grateful to you for doing that.
Secondly, I would like to say that this is a
consultation, I am genuinely open-minded about it.
I just want to ensure that any answers I give today
you will see them in that context as preliminary
thinking at best and sometimes just my own initial
thoughts rather than our final policy position.

Q511 Chairman: We know even with caveats that
you are a person of flexibility, imagination and
brilliance, Minister, and it is always a delight to
have you here. We know you always consult us
before you ignore our reports!
Dr Ladyman: I know you always take my evidence
before you ignore it as well!

Q512 Chairman: Would I dare, Minister, I know
my place. You have said in not perhaps pristine
English that “we are not in the business of fixing
what ain’t broke”. So what do you hope to achieve
from the Ports Review?
Dr Ladyman: To identify what is and what is not
broke I guess is the simple answer to that. It was
a commitment that we gave in the 2004 White
Paper and also to the report that your Committee
did in 2003 that we would review this issue again.
I think there are some key issues that have been
raised by the industry. First of all, the world has
changed considerably in recent years since the last
Ports Policy Statement. Secondly, there are issues
raised with me constantly about the planning
process and the diYculty that ports developers have
in putting their ideas forward. Thirdly, there is the
issue of whether the market should decide where
port capacity goes or whether there should be a
more interventionist approach from Government
and whether in some way we should recognise the
capacity for ports as engines of regeneration in
local areas and, therefore, try and divert traYc to
those areas. All of these things have to be balanced
against the undoubted success of the ports sector
at this moment.

Q513 Chairman: What are your preliminary
conclusions on those matters?
Dr Ladyman: I do not think I would like to describe
anything as firm as a preliminary conclusion. I
certainly believe that—

Q514 Chairman: Impressions.
Dr Ladyman: My impressions are these: the sort of
very interventionist approach that we take with
airports is not one that immediately I would feel
comfortable with with the ports sector. There are
clearly opportunities for ports to be engines of
regeneration so there may be things we need to look
at doing to encourage ports in those areas. In my
conversations with shippers it has become very
clear to me that even if I take measures that would
allow me to influence where port capacity goes,
there is very little I can do to influence where
shippers actually send their goods and cargos, so
there is a limit to the scope that we have in directing
capacity into particular areas. I suppose those are
my initial impressions.

Q515 Chairman: What, however, would be the
situation if for any reason private industry did not
invest in suYcient capacity and we found ourselves
in a supporting capacity having to accommodate
traYc without it being trans-shipped from some
other port?
Dr Ladyman: I think that is one of the questions
we need to ask in this Ports Policy Review, is that
a likely outcome? It has not been hitherto and we
have a number of proposals on the table which
look like they will deliver us the capacity we need
for the foreseeable future. That is one of the
questions we have to challenge because we have to
be absolutely certain that we are going to have the
capacity that we need in the future. We have to ask
ourselves what the barriers would be to the private
sector investing and then we have to look at what
the alternatives would be. Remember, we do also
have a very successful Trust port sector in this
country and a municipal port sector. I am not
saying that every Trust port and every municipal
port is a success, some are and some are not, but
we do have a whole range of investment strategies
for delivering port capacity.

Q516 Chairman: I think everyone will want to take
you over a particular bit of that. Finally, is the
Market Access to the Ports Directive finally dead?
Dr Ladyman: Dead in the sense that people die in
zombie films and get up later on, I think, is the way
I would put it.

Q517 Chairman: So it is likely to come back and
bite us, is it? Is there no acceptance in Brussels of
the fundamental diVerence between the mix of port
ownership in this country and that on the
continent?
Dr Ladyman: We have tried very hard to get that
message over to them. I have started to hear noises
from their oYcials that they are starting to
recognise that. They have recently come over and
visited us and seen some of our successful private
ports. I am hopeful that they have got the message
at last that we have a diVerent mix of ports in this
country than in most other places and we have
diVerent investment strategies and if they do come
forward with a new Directive, and I suspect they
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will because I think they are charged to produce
something by the Lisbon Agenda, then I am
confident that it will recognise to a greater extent
the diVerence of UK ports from the rest of
European ports.

Q518 Chairman: That is rather a careful limitation.
Dr Ladyman: Mr Carey could answer.

Q519 Chairman: Mr Carey, do you have the joy of
negotiating in Brussels?
Mr Carey: From time to time, yes. In fact, if I had
not had the pleasure of the invite here today I
would have been out there, so thank you.

Q520 Chairman: I am sorry to have deprived you
of that joy.
Dr Ladyman: No problem at all. The Commission
has clearly learned from its awful experience with
the first two draft Directives, and whilst it is true
that following through the Lisbon Agenda it still
feels there is a need to address problems in certain
parts of the ports sector in Europe, it has very
definitely broadened its agenda since the last
Directive was shot down in January.

Q521 Chairman: It could not have narrowed it very
much without getting into even more trouble.
Mr Carey: They are embarking on a very long-
term, rather leisurely consultation exercise running
through to next summer which is looking much
more broadly than at just forcing liberalisation in
the ports, it is looking at measures around
improving capacity in the European ports system
as a whole and it is even broadening into security.
It is quite an ambitious programme but we
obviously want to watch them closely on this.

Q522 Mrs Ellman: What would you see as market
failure in relation to ports?
Dr Ladyman: What would I see as market failure?
I would see it as market failure if there was a failure
to provide us with the capacity we need in each of
the diVerent sectors of the ports sector. I would see
it as a market failure if we did not have eYcient,
low cost port services available to importers and
exporters.

Q523 Mrs Ellman: Do you think we are near that
position now?
Dr Ladyman: No, I do not. I think by and large we
have a very successful ports industry and the fact
that so many people, overseas investors, are
prepared to make major investments in British
ports indicates that the market is prepared to
invest, it is prepared to provide the capacity that
we need that it does see the opportunity of making
profits from its investments in British ports and the
people who ship goods through our ports, the ones
I have spoken to, broadly seem very satisfied with
the services that they are receiving and the costs of
those services.

Q524 Mrs Ellman: It has been suggested that MDS
Transmodal’s work is biased towards supporting
expansion of the Greater South East rather than
elsewhere. Is that something that troubles you?
Dr Ladyman: Of course it troubles me, but that is
one the reasons that we wanted to publish the
forecasts upfront. When we were discussing how we
would structure this review we did consider the
possibility that we might carry out our own
forecasts and use them to guide our deliberations
but we took the view the best thing to do was
commission independent forecasts and put them in
the public domain so that if people did have an
argument with them they could present that
argument to us and provide us with their
alternative studies and alternative data. I am well
aware that one or two ports believe that the
figures do not accurately represent the challenges
and opportunities and, therefore, they have
commissioned their own work which they have
made available to us to address that and we will
take that into consideration alongside it. I think the
report did a pretty good job but publishing it in
advance of the consultation has achieved what I
hoped it would achieve by challenging people to
give me alternative views.

Q525 Mrs Ellman: You are ready to look at new
information from other ports?
Dr Ladyman: Absolutely, we will look at new
information. For example, there has been some
work commissioned by Bristol, I think it is, that has
been presented to us and we have that work now
and are taking that on board.

Q526 Mrs Ellman: Does the Department have a
comprehensive picture of road surface access to
ports on a national basis?
Dr Ladyman: I think that we do. I am a little unsure
of what your question means, whether it has been
prompted by a particular piece of evidence if you
want to expand on that.

Q527 Chairman: Mr Carey, do you know which
ports have got good and bad access and where the
problems are? Suppose we gave you a nice little
map, could you point out to us where the
problems are?
Mr Carey: I think I would be able to highlight the
main problems on the overall Highways Agency
strategic road network which are not so much on
the immediate approaches to the ports but are on
the main links, the M25, M1, M6, which also
directly aVect access to ports. There are a number
of other more local issues, such as in Hull and
maybe within Liverpool itself, which also merit
attention by the Highways Agency and a number
of the smaller ports are served by roads on the local
authority network where we have a less immediate
picture of the extent of problems. We could pull it
together for you.
Dr Ladyman: I do not know whether it is tomorrow
or the day after but if you click on to the
Department’s website you will find a map of every
single road in the country and all census points
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around the country with the number of vehicles
using it, daily flows, hourly rates. This is a map of
traYc movement around this country that the
Select Committee has been asking for and it will
be available in a couple of days, so we have that
information, yes.

Q528 Mr Martlew: Just on the movement of traYc
from the ports, this is on a day when the National
Audit OYce has said there are going to be major
capacity problems on the West Coast Main Line.
If you look at the railway structure in general there
is little scope for moving traYc from the ports by
rail. What is the Department’s view on that?
Dr Ladyman: You mean little scope to increase it?

Q529 Mr Martlew: Because of the increase in
passengers the demand on the railways now is for
more capacity for passengers and freight is going
to be squeezed out, is that not the case?
Dr Ladyman: I am not sure that is the case. It is
something that we can certainly look at and will
be looking at in the terms of this review. We have
estimated how much we think we can make the rail
system grow and we believe that the pathways are
there for that level of growth. If the National Audit
OYce think diVerently I will look at their figures.
Mr Carey: Network Rail is currently consulting on
its freight route utilisation strategy which assesses
what the capacity of the rail network across the
country for freight purposes will be up to about
2015. Yes, there is scope for growth still and we are
keen to see increased growth, modal shift from
road to rail.
Dr Ladyman: There are a number of ports where
gauge enhancement can make the delivery of boxes
a lot more eYcient by allowing the delivery of nine
foot six boxes. There are various opportunities
available to us.

Q530 Chairman: You could actually identify that
and let us know?
Dr Ladyman: We could.

Q531 Mrs Ellman: Through other Government
departments there are now strong Regional
Economic Strategies and Regional Spatial
Strategies. How do you see those in relation to
developing a national ports policy?
Dr Ladyman: I am very keen to see how we can
build ports policy into regional policy. That is one
of the things that I think we really must get to grips
with in this review and deal with in the final policy
document. In transport we have already moved in
a number of areas to try and engage the regions
much more closely in prioritising transport schemes
through the regional funding allocation process, for
example. Initially that has been largely focused on
roads rather than other transport priorities but in
principle we want to extend that further. Of course,
your original question about whether we have
identified particular essentially bottlenecks on the
roads that serve our ports, ports are all in local
authority areas, local authorities all have a duty
now to produce Local Transport Plans and look at

the priorities for their areas and those Local
Transport Plans will identify where ports are
putting particular pressures on their road system
and that will feed into the regional funding
allocation process and the other mechanisms that
we use to fund transport development. How we can
go beyond that and identify where ports have not
only an economic life in their own right but the
ability to generate jobs and business and prosperity
around them is something that I think this review
really does need to come up with ideas about.

Q532 Mrs Ellman: There are other Government
departments involved in this whole area, as you
say, and Defra is one department, local
government, and there are others. Do you see any
conflicts or diYculties relating to your Department
in this?
Dr Ladyman: I would never call discussions that I
have with my colleagues “conflicts”. They have
their own positions to defend, they have their own
duties and responsibilities and sometimes those
present me and the ports industry with challenges
to overcome, but I do not see them as a major
obstacle.

Q533 Chairman: Give us an example of these minor
diVerences in sweetness and light.
Dr Ladyman: For example, where people identify
the need for port development and they put
forward proposals, there is always a healthy
discussion about the environmental consequences
of those proposals. We hope that the draft Marine
Bill will identify some of the ways that we can make
these discussions go a little easier and regularise the
diVerent responsibilities that diVerent departments
have. I always understand the frustration of people
who want to make investments and they feel their
investment is being held up by red tape or
bureaucracy, but one person’s red tape is another
person’s legitimate planning objection and those
planning objections have to be taken seriously and
dealt with constructively. Would I like these things
to be done more quickly, more swiftly and more
cheaply, yes I would. That is one of the things that
we will have to deal with in this review as well.

Q534 Mrs Ellman: Are there any specific changes
that you are looking at in the planning system or
in its operation?
Dr Ladyman: I would be loath to try and put
proposals to you at this moment but I think you
will see a number of streams of work coming to the
fore in the near future. The Eddington Study, for
example, will probably have some views on some
of these issues. Clearly we have had many
representations about the planning system during
the course of the consultation that we are going to
want to take account of. We have a number of
anomalies we have already identified. For example,
we have supported private Members’ Bills over the
last two years on the so-called Harbour Bill to deal
with the situation where even if one individual, no
matter how vexatiously, makes an objection to a
Harbour Revision Order there has to be a public
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inquiry, there is no discretion allowed in that
process, and that is clearly a nonsense. Those are
the sorts of things we need to address.
Mr Carey: We are also now beginning to see the
benefit of the changes to the planning process for
major infrastructure projects introduced by the
Planning and Compulsory Purchase Act 2004
which only came into eVect last year and that
should speed up the process for the public inquiries
themselves and enable parallel running on key
themes and make a significant diVerence to at least
that part of the planning consent process.

Q535 Mrs Ellman: Do you anticipate that the
proposals in relation to local government on
strengthening leadership of local authorities and
giving more executive power to leaders or mayors,
whichever it is, would be helpful or unhelpful in
relation to port development?
Dr Ladyman: I think by and large helpful because
everywhere that I know of currently where there are
significant plans for ports developments the local
community and the local council are very strongly
supportive of those plans and see them as
generating jobs and prosperity in the local area. I
believe that giving local authorities leadership is a
good thing democratically and probably will be a
very good thing for the ports industry as well.

Q536 Clive EVord: If a Local Transport Plan does
indeed try to address any surface access problems
there might be for a port but those problems go
beyond the boundaries of the Local Transport
Plan, how do we deal with that?
Dr Ladyman: Do you mean beyond the local
authority’s area?

Q537 Clive EVord: Yes, the problems may be
outside their boundaries.
Dr Ladyman: I think we deal with that in a number
of ways. Clearly when a planning application is
made for a port development that is one of the
issues we look into in deciding that application.
With the regional funding allocation these things
are considered regionally rather than just by one
local authority area and I think the Government
OYce of a particular region has a responsibility as
well if planning issues go beyond one local
authority and are holding back a key piece of
economic regeneration or development investment
to co-ordinate the work of other local authorities
to resolve the issue.

Q538 Clive EVord: Is there another level above that
where we have to plan nationally?
Dr Ladyman: Yes. When a planning application is
made within the Department, of course, we have to
have a planning minister to take the decisions and
that planning minister has to be diVerent from the
policy minister. I am the policy minister, so by
definition I am never told what the planning issues
are, those are matters that are kept entirely
confidential from me so that I cannot influence the
planning decisions. I am probably not the best one
to tell you about the detail of how these issues are

brought forward through the planning process. I
can tell you that certainly when we are talking
about port capacities in policy terms my oYcials
regularly discuss with me issues like railway
capacity and other major road transport barriers to
particular developments that we perceive. They
have talked to me about the flow of traYc and
where we might have to work a bit harder to try
to encourage modal shift, those types of issues.

Q539 Clive EVord: We have heard evidence that
strongly supports the development of ports that can
take these large container ships.
Dr Ladyman: You have heard that who strongly
supports that?

Q540 Clive EVord: A wide range of the witnesses
that we have had. They have also indicated to us
that those ships would have to be accommodated
close to shipping lanes which puts them in the
Greater South East area which then has the next
problem if these large container ships are coming
into the Greater South East area and 50% of what
is on those container ships has got to go north of
Birmingham, how do we get it there, what sort of
long-term planning is there for modal shift to get
those containers oV of the roads and on to other
forms of transport?
Dr Ladyman: First of all, you are assuming that
more than half goes past the Midlands and the
Midlands tends to be a sort of vacuum into
which—

Q541 Chairman: You did mention Bristol yourself,
Minister. You will see that they are very clear that
the emphasis on everything coming into the South
East is not necessarily admirable.
Dr Ladyman: I am not disputing that, but Mr
EVord said that more than 50% went from the
South East past the Midlands and I am saying I
am not sure that I agree that more than 50% goes
past the Midlands. What sort of planning do we
do? We try to identify where the bottlenecks are
and then try to influence where our investments
need to go. A very good example is we have had
many representations that the railway system into
Southampton does not allow nine foot six boxes so
they are using the ineYcient carriages to carry nine
foot six boxes. That is an issue that has been
brought to my attention and we are looking for
possible ways that we might be able to resolve that
in the future. These sorts of discussions go on all
the time. Do you want to add anything?
Mr Carey: On the highways’ side, overall planning
for the road network recognises the crucial
importance of the major international gateways,
and there are nationally funded core corridors
serving the major ports such as Felixstowe and
Southampton. Maybe there is a case for moving
further and picking up further ports on that
national allocation of the highways network. On
the rail side of things like Network Rail’s freight
utilisation strategy, which I mentioned earlier, also
ensures that the importance of ports and rail freight
is picked up because more than 50% of rail freight
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is essentially serving the ports sector. As far as
specific schemes are concerned, such as the
proposal for the Southampton to the Midlands
upgrade, that is one of a number of port-related
rail-road schemes which are currently being
examined further as possible candidates for TIF,
the Transport Innovation Fund. The importance of
international connectivity and resilience and choice
for business users is a two key criteria in
determining the allocation of what is quite a
substantial pot of TIF productivity money.
Dr Ladyman: Let me give you one example of a
question that I am asking myself as part of this
review. When we started moving towards the
regional funding allocation process we did have to
take a decision as to what the national road
network was and what the regional road network
was and the formula we came up with identified
roads between cities and conurbations of a certain
population size and traYc movements of a certain
size and we said, “Those are the national roads that
we will prioritise and everything else is a regional
road that the regions will prioritise”. One of the
questions I am asking myself now is, was that
formula too rigid and did it adequately reflect the
needs of ports? Should we somehow have built into
that formula the need to connect the major ports
on the national road network rather than the
regional road network, or is the regional
prioritisation system adequate for prioritising
capacity into ports? I welcome the Committee’s
views on that as you are taking evidence.

Q542 Clive EVord: Are there any specific plans in
the Department to assist with modal shift? One of
the problems we have had identified today is the
road network at Felixstowe, for instance. One of
the answers to that might be build a bigger road,
but that might not be what is in our long-term
interests in what is going to be in the Climate Bill,
for instance. Is that kind of joined-up thinking
going on?
Dr Ladyman: We have created now a Sustainable
Distribution Fund which brings the grants
available for modal shift together in one block and
that money can now be used not only for shifting
from road to rail, it can be used to shift on to short-
sea shipping or even inland waterway schemes. As
Mr Carey said, we are looking at various proposals
to use the TIF Productivity Fund for gauge
enhancements that would facilitate that. Perhaps
Mr Carey could remind me, did—
Chairman: We have got a lot to ask you, Minister,
I want to move on if I may.

Q543 Mr Wilshire: Minister, can I just take you
back to your comment about a distinction between
policy and planning. I understand the theory as to
why this is sensible, but we live in a real world
rather than a theoretical world. Does that division
apply just to ministers or does it apply to the Civil
Service as well?

Dr Ladyman: It certainly applies to ministers.
Mr Carey: It certainly applies at the operating level
very rigidly, but sometimes senior oYcials have to
have a foot in both camps to some extent and to
have some involvement in the determination of
cases whilst also being involved in the development
of policy, so necessary linkages are being made
where they have to be made.

Q544 Mr Wilshire: Yes, but would you not agree,
Minister, that to draw up a policy on the future of
ports which did not take account of planning
restrictions that were going to apply would not be
a particularly wise policy?
Dr Ladyman: Absolutely, but you misunderstand
the distinction I was trying to draw.

Q545 Mr Wilshire: I hope I did.
Dr Ladyman: I am not allowed to be actively
involved in a planning decision, but that does not
mean to say I cannot take evidence and have
discussions with people about how planning
decisions work. If we did not have this distinction
between the policy minister and the decision
minister, I would not be allowed to enter
negotiations with anybody in the ports industry
when a planning decision was being made, in case
I was influenced by those discussions. I would not
be able to visit ports where a planning application
was made and I would not be able to talk to people
who might be wanting to make investments in those
ports, so by keeping the two things separate I am
able fairly to continue to develop policy without
being seen to influence a particular planning
decision, but of course I do take people’s views
about how the planning process is working. I can
assure you that one of the key things the policy
review will deal with is how the planning process
works for ports.

Q546 Mr Wilshire: I am glad I pursued that,
Minister, because I think you will find that the
record says that you had a distinction between
policy and planning, when perhaps what you have
now clarified is between policy and the taking of
planning decisions. Policies without taking account
of planning priorities and residents’ interests would
be very weak policies.
Dr Ladyman: Absolutely, thank you, Chairman.

Q547 Graham Stringer: What do you intend to do
to improve the competitiveness of British ports?
Dr Ladyman: First of all, if we exclude the trust
ports and the municipal ports from this, our ports
are, as I have said, very eYcient and they are
private enterprises and they compete against each
other, so that is one thing which drives their
eYciency. I think in respect of those private ports,
in order to improve their eYciency, my job is to try
and ensure that they are not involved in
unnecessary red tape, that issues about how they
are serviced and the infrastructure which serves
them are being fairly taken and being taken in a
robust way. There is an issue around perhaps how
we can influence the eYciency of municipal ports
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and trust ports. Bear in mind they are also in
competition with the private ports and they also
have to be able to keep their costs low, or they
would not get any cargos into them, and those are
matters for the trust board and for the local council
to make sure that they are being eYciently
operated.

Q548 Graham Stringer: British ports are also in
competition with Continental ports.
Dr Ladyman: Absolutely.

Q549 Graham Stringer: Do you think we are
getting into a better position in relationship to
Continental ports or are we going backwards? How
is the race going? Are we winning or losing that
one?
Dr Ladyman: I think that is a very interesting
question. I am not sure I can give you a very clear
answer to it. I think judged by the willingness of
foreign investment to buy into British ports, clearly
we are doing quite well. I suppose one of the big
advantages that some ports have is their closeness
to the major shipping lanes, so clearly a port like
Rotterdam, for example, has a major advantage
because it is at the end of the focus of a lot of
shipping routes. So it is very diYcult to compare
apples with apples, but if you look at ports like
Southampton and other ports on our east coast in
the container market, and you look at the costs that
they are imposing on industry, and use that as a
judge, then I think we are doing pretty well.

Q550 Graham Stringer: We heard earlier from a
couple of witnesses that the immediate cost of
trans-shipment, ie ships being unloaded on the
Continent and then being shipped over to this
country, was about ƒ100 million beyond what it
would be if those ships had landed and unloaded
here. Are you at all worried by that figure because
on top of that immediate cost there is the loss of
economic impact of having those ships coming in?
Do you not think that is a failure of ports policy?
Just to go back to the start of your answer and
saying private companies invest, by and large
companies invest because of profitability whereas
what we are concerned with is the British economy
doing as well as it can.
Dr Ladyman: I will ask Mr Carey to come in and
give you some more detail, but if I thought that
people were choosing to unload their ships on the
Continent and ship back to this country either
because there was a lack of capacity in this country
or because the costs of unloading in this country
were higher, I would agree with your premise that
that indicates that there is a problem in our ports
policy. I think what you have to remember, though,
is that that is not the way, for example, container
ships work. They do not come into one port and
take their entire cargo oV at that port. They have
a certain number of containers for each port and
then they move on to the next port and unload
some more containers, so whether they take a
decision to skip a British port and unload
something in a Continental port might be taken not

on the basis of the specific costs in the British port
but on the basis of the total cost of unloading their
cargo. It might be more eYcient for them because
there is a relatively small part of it bound for
Britain, to unload on the Continent, rather than to
make a special stop in the UK before it goes to the
Continent, but my feeling is that nobody is telling
me that anybody chooses to unload in the
Continent just because it is too expensive to do it
in the UK.
Mr Carey: It is important to look at the costs of
the overall supply chain to the end user and I think
the ƒ100 million figure came from the chambers’
estimate to take a box on this extra trans-ship leg.
I think Mike Garratt was saying earlier that when
you look at the total routing including the much
lower cost of a shorter onland journey from a
regional port, say, to the end user, the net add-on
cost is probably a lot lower. I think we had a figure
of £20 or £22—sorry we are switching currencies—
and that is the 2% add-on on top of the overall cost
of the Far East to Europe cost for the box. That
is not to say that whilst that pure cost element of
trans-shipment versus direct call might be fairly
finely balanced, there are not lots of other factors
to consider as well.

Q551 Chairman: The argument, Mr Carey, surely
though is that if in fact we can no longer
accommodate very large ships in UK ports, we will
not have a choice about trans-shipment, they will
automatically trans-ship and they are increasingly
doing so, and that may be a cost not to individual
firms but will be a very specific cost to the UK
economy. We really want to know what the
Minister’s view is of that.
Dr Ladyman: If there is not suYcient container or
other port capacity where the shippers want it to
be, then that will certainly drive people abroad, and
that will be a very bad thing.

Q552 Chairman: So shippers and the United
Kingdom have exactly the same aims and
objectives?
Dr Ladyman: I am not sure that I would say that
we have exactly the same aims and objectives, but
what I can say to you is that the argument that is
sometimes put to me that if we constrain the
amount of container capacity in the South East all
that container capacity will still come to the UK
against somewhere else, is not true.

Q553 Chairman: Whatever the argument is that is
not the argument. The argument is that according
to you the industry decides; let the market decide.
That is the attitude and, whether we like it or
whether we do not, the market is deciding that the
UK ports are the wrong size, they cannot get the
capacity and only two of them have the capacity.
If in the next five years that market is completely
transformed what is going to be the attitude of Her
Majesty’s Government? Mr Carey, you are going
to tell me that we have got it wrong?
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Mr Carey: No, things are changing. Yes, trans-
shipment has been increasing significantly in recent
years because there has been pressure on capacity
in the container sector. As you have already heard,
two large container port schemes have already been
consented at Felixstowe South and Bathside Bay
and a third scheme at the London Gateway is at
the “minded to approve” stage. Between them
those would add about 6.8 million TEUs’ worth of
extra capacity and the developers’ proposals in
each case also allow for an element of trans-
shipment via the UK port out to other destinations,
for example in Scandinavia and the Baltics, so as
and when those schemes come on stream then—

Q554 Chairman: So the shippers are wrong when
they assume that the growth is such and the figures
that you were giving in your forecast, which was
said by many people to be conservative, are not
enough to indicate to us that there will be a very
real problem with capacity?
Mr Carey: I am just saying that as these schemes
come on stream the pressure will be eased
significantly. The market will obviously need to
remain alert to longer-term trends.

Q555 Chairman: But it is the market that will
decide. If the market says we have not got capacity
and it all goes to trans-shipment from the
Continent, no matter what the cost of that is to the
ultimate user, that will be Her Majesty’s
Government’s attitude?
Dr Ladyman: No, that is not what we are saying
at all. What we are saying is that at the moment
the market decides to make investments in port
capacity and then applies for planning approval for
those investments according to its perception of the
demand. We believe that hitherto the market has
responded appropriately. The market has identified
the need for further capacity in the South East and
it made a number of planning applications to deal
with that. Bear in mind that the market made a big
application for Southampton which was turned
down on planning grounds. Had that planning
application gone a diVerent way there would have
been significant extra capacity in Southampton
now. When that was not granted, planning
applications came forward for other South East
ports and, as Mr Carey as said, two of them have
been granted and one of them is in the “minded to”
stage at this point. What I am saying to you is that
I think the market is responding to the demand. I
think there is an argument, given what happened
over Dibden Bay, whether the planning process is
responding to that demand, but the market is
responding to that demand. If we came to the view
as a result of this consultation that it was not
responding to that demand, I agree with you, we
would have to take some other action because we
do not want our goods coming into this country at
higher cost via trans-shipment.

Q556 Mr Martlew: I have to plead ignorance here,
I do not know about the ownership of the ports in
Europe and this country, but one presumes it is an

international business, so you could have one of the
major ports in Europe owned by the same company
that owns a British port, and from their commercial
point of view they do not develop in the UK, they
develop somewhere on the Continent. Would you
be happy with that, Minister?
Dr Ladyman: Of course I would not be happy with
that but that is not what is happening. If that was
what was happening, then we would have to ask
ourselves why that was happening. Is it because the
planning process is not allowing them to make
developments in the UK in the places where they
believe the shippers are prepared to deliver cargo,
in which case as a nation we would have to make
some tough decisions about that, but that does not
appear to be what is happening at the moment.

Q557 Mr Martlew: But you would intervene; is that
what you are saying?
Dr Ladyman: With the caveat I gave earlier, we
have to analyse everybody’s responses and the data
that we have got, but it does not appear to me at
this moment that it is necessary for me to intervene.
Certainly if it becomes clear that intervention is
necessary the British Government would have to
change its policy and do so.

Q558 Clive EVord: Following on from that, because
you did start oV in your opening remarks saying
you did think there was a role for developing ports
in terms of regeneration, that does not sit cheek-
by-jowl with a laissez faire attitude of the market
decides.
Dr Ladyman: It depends entirely upon the model
of port that you are dealing with. If I were a chief
executive of a local authority that had a major port
or potential port development on the patch, I
would ask myself, first of all, will shippers use this
port, in other words if we make investments in this
port or we get someone to make investments will
the traYc come naturally to this port? If that is the
case, my guess is it would be relatively easy to
attract that investment. If you cannot get that
business naturally you might ask yourself what do
I have to do to create a market for my port? I was
at Teesport a week or two ago having a look
around at their developments and listening to their
ideas and their concerns. One of the things they
have done there is they have attracted a major
investment to create an import centre at that port.
It is Asda and it is a huge, great warehouse and it
is where all the Asda goods from abroad come into
and then they are trans-shipped from there out to
the Asda distribution centres around the country.
Clearly someone who is shipping to Asda has now
got a good reason to want to come into Teesport
because it is going to be much cheaper for them to
come into Teesport. If the traYc to Teesport from
the Baltic is not suYcient to drive the investments
they want to make, then they have to try and
generate a business, and that business that they
generate around their port of course is going to add
to the regeneration potential of the port.
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Q559 Chairman: I want to talk to you about the
National Maritime Security Programme. How
serious is the threat of a terrorist attack at UK
ports or on vessels entering or leaving them?
Dr Ladyman: I think there is a significant threat of
materials being brought through ports in
containers. There is significant work going on there
to improve the way surveillance is carried out to try
and deal with that. We make decisions about how
much security is needed in each port on a case-by-
case basis and TRANSEC are responsible for that.
I think there is a serious threat. I think the threat
is very diVerent from the threat, say, at airports
because you clearly need a much bigger device to
sink a ship than you do to crash an aeroplane, but
it is a serious threat and it is one that is taken
seriously.

Q560 Chairman: Have you seen an impact of
extending the maritime security regime from
passenger vessels and ro-ro services to cover all
shipping?
Dr Ladyman: I will let Mr Carey answer that; I
think he is probably better qualified.
Mr Carey: Not that well qualified actually but the
ISPS implementation during 2004 has been
completed across the UK ports sector. It required
excellent co-operation from the ports industry to
deliver these significantly higher standards so, yes,
it certainly has impacted on the sector. It has
imposed costs but it does seem to work and I
understand there is a good, strong relationship
between the maritime sector and TRANSEC.

Q561 Chairman: Is your National Maritime
Security Programme robust?
Mr Carey: I am sure it is. I would really want my
colleagues in TRANSEC to comment more
substantively on that.

Q562 Chairman: Presumably your bit of the
Department must know because if you do not
know we are all in trouble.
Dr Ladyman: The advice they give me is that it
is robust.

Q563 Chairman: Is there an obvious criterion or set
of criteria about the size or volume and traYc
which separates the seven ports which operate their
own police force from the others?
Dr Ladyman: I do not know the answer to that
question.
Mr Carey: As picked up by an earlier witness, it is
really just an accident of history that some ports
have retained their own private police forces and
others have not.

Q564 Chairman: Is there a benefit?
Mr Carey: There must be because the port
operators choose to continue to have the separate
force. It does have a valuable role, as we
mentioned, in terms of reassurance to the public
where it is a significant passenger port such as
Dover—

Q565 Chairman: Is the Department looking at
those benefits and working out whether it should
not be returning to the older scheme of the
Transport Police encompassing ports?
Mr Carey: We are carrying out an exercise at the
moment looking at management issues around port
policing, questions of accountability, training, but
primarily standards on the grounds that these small
private police forces need to be assured that they
are operating to the same high standards as county
forces, but we are not taking a position either way
on whether there should be more or fewer.

Q566 Chairman: But you are not excluding the
possibility that the Transport Police could be
responsible for ports, which would ensure very high
standards and a very common set of standards,
would it not?
Mr Carey: We are not actively pursuing that at the
moment on the grounds that there is a very distinct
set of issues around ports and the responsibilities
and skills needed.

Q567 Chairman: You can assure me that you have
not excluded it as view?
Mr Carey: We have not.
Dr Ladyman: We have not excluded it as a view.

Q568 Chairman: Are you convinced that the
“known shipper” system actually works for cargo?
Mr Carey: This is the known consignor system, is
it not, in the UK? My understanding is that this is
now becoming established on the aviation side. The
Department, through TRANSEC, is watching very
carefully how successful this has been on the
aviation side, but before considering extension to
the maritime side we would need to make sure that
there was a wider multi-lateral multi-national
agreement on it.

Q569 Chairman: Do you think a Port Marine
Safety Code is eVective and, if so, where is your
evidence?
Dr Ladyman: He is the one with the evidence.
Mr Carey: Yes, it is a sensible, proportionate way
of guiding the industry to adhere to all its statutory
responsibilities on port safety.

Q570 Chairman: So should it be a compulsory
code?
Mr Carey: No.

Q571 Chairman: Why not?
Mr Carey: When it was introduced in 2000 it was
in the form of guidance to the industry. If you
remember, each port has its own local statute which
determines its responsibilities around safety.

Q572 Chairman: So you do not really know how it
is being enforced?
Mr Carey: Through the MCA we have had an
active programme over the past year of seeking
assurance from all the statutory harbour
authorities that they are complying fully with the
code. That is a fairly serious undertaking that a
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board has to give and we are preparing to boost
the MCA’s capability to carry out verification visits
on ports on essentially a random basis or where
prompted by particular concerns.

Q573 Chairman: You mean they have not been able
to do that so far?
Mr Carey: No, but the MCA has focused attention
on one or two cases where there had been some
concerns expressed, but we do not as yet have a
systemic programme in place.
Dr Ladyman: Bear in mind that they are not
excused their statutory obligations—

Q574 Chairman: Were that suYcient then the code
would not have been necessary.
Mr Carey: The code has been more about helping
the ports through a fairly complex legal minefield.
The underlying obligations remain firmly there as
legally binding on them, but the code is really more
about good practice and about setting up a safety
management system and carrying out proper risk
assessments so that actions are proportionate.

Q575 Chairman: You can assure us that the MCA
will in future be carrying out random checks and
they will be able to assure the House of Commons
that they are quite confident that the code is being
applied and that the standards are acceptable?
Dr Ladyman: We can give you that assurance. In
your report in 2003 you identified safety as a
particular issue for ports, and the work that we are
doing to get people to recognise their responsibility
and tighten up is exactly as a response to that sort
of feedback. Yes, the MCA are going to be actively
involved in making sure that it is happening.

Q576 Chairman: You have mentioned investment
several times, Minister, and you are very pleased
that there is continuing investment, that the
industry is dealing with it. Has it ever occurred to
you that people might buy ports and wharves
because they represent a very large land bank and
they might within a very short distance be very
much better as an investment for turning into
houses than acting as a port and that might actually
influence the investment funds that want to buy
them?
Dr Ladyman: There is no evidence that that is
happening. The investments that are going into
ports are from companies that operate ports. Their
business model is dependent upon the revenue from
the ports rather than the capital value of the ports.
If they were to try and get planning permission for
a diVerent use for those ports, I would expect the
local authority to have a view on that. Does that
mean to say that there is no port in the country
that might not be better oV turned into a residential
development? I suspect there are one or two of the
smaller trust ports and municipal ports that would
be better oV with that sort of development but that
is a matter for the local authority to influence.

Mr Carey: There are some players who have
invested in the UK ports sector recently which
perhaps are not ports groups and there are financial
investors now in the industry, but it seems pretty
clear that their motivation for investing in
infrastructure in the UK is that it supplies a pretty
boring, reliable revenue stream. It is not about
selling oV the capital. The financial drivers have
been changes in pension legislation in countries like
Canada and Australia being such that they need to
secure long-term revenue flows rather than lump
sum windfall gains.
Chairman: If we do not have a master ports plan
and we are quite happy that industry should decide
not only where the major facilities are but how the
ports should be developed, we are really saying in
eVect we are not too concerned who actually owns
the ports because it will make no diVerence, they
are only looking for future investment and
income stream.
Dr Ladyman: You are assuming we are not going
to have a master ports plan and that is what this
review is about, deciding whether we should or
should not have one and if we do have one what
is going to be in it. Is it going to identify the
amount of capacity that we need and the way that
we are going to manage it and plan it, or is it going
to put dots on the map and say “It needs to go in
this place or that place”? I think that is where the
debate is at the moment.

Q577 Chairman: Mr Carey, in your trips to
Brussels are you convinced that other ports which
have large amounts of national investment have to
comply with exactly the same rules as the British
when they are being asked to comply with
Directives?
Mr Carey: Not entirely convinced still. I think the
situation is getting better with the particular focus
here perhaps on compliance with environmental
regulation. It is pretty clear that countries like the
Netherlands and Germany are applying the same
degree of regulation on the environmental side. The
only other obvious direct competitor for us there is
France and there are some residual concerns that
they are not as enthusiastic about designating
navigation channels as protected areas as we feel
that European law has to be. We are certainly
making sure that the Commission is aware of our
concerns on that.

Q578 Clive EVord: Can I just clarify something
before we finish. I did say that we have received
some evidence and I would not like you to go away
having had the last word! PD Ports, which owns
the UK’s second largest port in Teesside, told us
that over half of the existing containers landed in
the southern UK ports are, in fact, destined for
delivery north of Birmingham. I just wanted to
clarify that. They may have a vested interest in
making that point but they can take that up with
you.
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Dr Ladyman: They may have a vested interest.
They are a very successful port and they have
become the second biggest port under the present
system. When they ask me to change the system
they need to justify how well they have done under
the current system.
Clive EVord: There are a lot of containers going
north of Birmingham, that is the point I am
making.

Q579 Chairman: Well, Minister, we are now utterly
convinced that all of your information is based on
facts and all of your desires are clear and absolutely
without dispute and we look forward to your
review. May I say we shall give you one or two
ideas to include in it before that time comes. Thank
you very much.
Dr Ladyman: I very much look forward to your
ideas.
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Memorandum submitted by the United Kingdom Major Ports Group

Executive Summary

The greater part of the UK port industry is privately owned and investment in new facilities is market
driven and provided at no cost to the Exchequer. Although several of the most important port companies
in the UK have recently changed ownership, there is no evidence that these changes are leading to changes
in the commercial or operational policies of the ports concerned.

The central question posed in the Government’s review of ports policy is whether the development of new
port capacity can safely be left to the market or whether the Government should adopt a more
interventionist role by laying down some form of national strategy for port development. Our response to
this question is that the present regime has served the industry and the country well (notwithstanding the
failure of the Dibden Bay application) and that there is no need for greater Government involvement, which
could be counter-productive by discouraging private investment in much needed new facilities.

The Ports Policy Review does however raise a number of other issues which are of concern to the ports
industry. Prominent among these is the issue of landside infrastructure connections to ports. The eYcient
movement of the country’s trade is seriously hampered by the inadequacy of the national road and rail
systems, and we regard the present arrangements whereby promoters of new port developments are called
on to make contributions towards improvement of the national infrastructure both arbitrary and unfair.
We believe that clearer ground rules should be developed determining the basis on which ports are called
on to make such contributions. The ports industry is keen to work with RDAs and others in the development
of regional transport strategies, but port development plans should inform regional transport strategies, not
the other way round.

On environmental issues, we believe that the ports industry has a good story to tell. However the
suggestion that ports should be required to be “carbon-neutral”, has no parallels in any other industrial
sector. Many ports do however monitor their CO2 emissions and have targets for reductions.

We also draw attention to developments in Europe, and would urge that the UK Government take the
opportunity to press for more robust rules on state aid in the port sector.

Introduction

The United Kingdom Major Ports Group (UKMPG) welcomes the Transport Committee’s further
inquiry into the UK ports industry and is pleased to submit this memorandum to assist the Committee’s
deliberations. As the Committee will know, UKMPG is the association which represents most of the major
port operators in the UK. We have nine members who operate 41 ports which account for about 70% of the
UK’s seaborne trade, measured in volume terms. Two of our members (the Port of London Authority and
Belfast Harbour Commissioners) are trust ports. The remainder are privately owned.

The remainder of this paper comments on the various topics which the Committee have indicated they
will consider in the course of their inquiry. A number of these issues were raised in the Government’s recent
Ports Policy Review (PPR) paper. Our response to that contains a fuller discussion of many of the points,
which can be found on our website www.ukmajorports.org.uk

1. Ownership of Ports in the UK

Measured in tonnage terms, private ports (ie ports operated by plcs with no government or other public
sector involvement) account for 66% of the industry. Trust ports account for 25% and the local authority
sector 9%. (The local authority sector would be smaller but for the high tonnage handled in the oil terminals
in Orkney and Shetland.) It should be borne in mind however that the trust port sector includes a number
of ports such as the Port of London where the cargo handling is entirely in the hands of private sector
companies. We estimate that of all cargo handled in UK ports 84% is handled by private companies.
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Although there have been no significant changes in the structure of the industry since the programme of
privatisation was terminated in 1997, there have been significant changes in the ownership of the private
ports, particularly in the last 12 months. This has lead to a situation in which a significant proportion of the
terminal capacity in the country is now operated by companies whose ultimate ownership is outside the UK.
It is diYcult to speculate on the long term eVect (if any) of these changes in ownership. SuYce it to say that,
to date, there is no indication to suggest that the recent changes in ownership will have any consequences in
terms of the commercial or operational policies of the ports aVected. A number of water, gas and electricity
companies are of course also in foreign ownership.

We recognise however that the fact that most of the companies which operate ports in the UK are no
longer quoted on the London Stock Exchange may make it less easy for ports to engage with their local
communities on matters of mutual interest. We are therefore planning to develop a Code of Practice for local
consultation, which will develop and formalise existing arrangements under which ports meet with
representatives of their local communities on a regular basis to discuss issues of mutual concern.

2. Is the general policy framework, as set out in the Future of Transport, adequate for port operations in the
21st century?

The Government’s paper “The Future of Transport” published in July 2004 contained only a very short
section on the ports sector, which did not indicate any immediate change from the previous policy as set out
in “Modern Ports” published in 2000. It did however foreshadow the current PPR. The PPR consultation
paper invited views on a possible shift in policy under which, although the industry would remain essentially
market driven, the Government would have a stronger role in determining the strategy for port development
in the UK. This suggestion arose for two reasons. The first was the rejection of the application for permission
to construct a new container terminal at Dibden Bay near Southampton: this led to concern that the
country’s future needs for new container handling capacity might not be met. There was also concern that
the promoters had had to invest a great deal of time and money in promoting their project, only to have it
eventually turned down, and that the Government should give a lead, as it had done in the case of airport
development, by laying down a future strategy for port development. The second factor was that the
Government’s regional policy had developed strongly in the period since the publication of Modern Ports
in 2000. Ports are centres of economic activity and generators of employment, so the suggestion has been
made that if new development could be steered in some way towards the less prosperous parts of the country
this would help to smooth out the diVerences in economic performance between diVerent regions.

In our response to the PPR we argued strongly against interventionist measures of this kind. For a great
deal of port traYc considerations of geography influence the area of the country (although not the precise
port) through which the traYc must pass, and any attempts to divert it elsewhere could impose costs and
strains on the inland transport system out of all proportion to the benefits. Other types of traYc, notably
imports and exports of containers, are theoretically more mobile, but here too it is the shipowner or the
shipper who ultimately decides which port to use, and his decision will take account of the total costs
including the landside leg as well as sea time and the risk of delays. We believe that the market is best placed
to judge where new facilities are needed, and any attempts by the Government or its agencies to “second
guess” the market would run a serious risk of increasing the costs of UK imports and exports, as well as
discouraging future investment in the industry. (It should be noted that almost all investment in our industry
is privately financed with no assistance from public funds.)

This is not to imply that the majority of new port development will necessarily be in the South East part
of the country. The consultants engaged by the DfT, whose work is annexed to the PPR consultation paper
found that there is likely to be a need for new port facilities in many other parts of the country, particularly
for ro/ro and feeder traYc. Moreover, ports such as Liverpool are well placed to serve the large and growing
volume of transatlantic traYc.

In this connection we would make a distinction between airports and seaports. There are comparatively
few major airports in this country, and the construction of new runways or new airports raises colossal
planning issues, particularly in relation to noise and ground access. These issues are so enormous that no
developer is likely to bring forward a proposal for the construction of a new runway without some kind of
Government endorsement. By contrast there are many more seaports and many more seaport operators,
and although port developments are not without their problems, opposition is on a far smaller scale than
that which is experienced with airports. Although the failure of the Dibden Bay application is a matter for
regret, the subsequent success of other similar applications, at Felixstowe, Harwich and (probably) London
Gateway give confidence that the present regime is capable of securing the construction of the new facilities
which the country requires, and, importantly, at no cost to the Exchequer, even though there are some
aspects of the planning system which require urgent attention.

There are also some other aspects of Government policy that we would like to see addressed, which are
set out in our response to the PPR. However our broad response to the general question is that the present
regime has served the country well over the past 15 years and we see no need for any fundamental changes.



3524742033 Page Type [O] 22-01-07 09:45:17 Pag Table: COENEW PPSysB Unit: 1PAG

Transport Committee: Evidence Ev 147

3. Is the Department’s demand forecasting realistic?

We assume that this question relates to the forecasts of port traYc produced by MDS Transmodal and
attached to the PPR consultation paper. Generally speaking we welcome the Government’s initiative in
developing forecasts of port traYc noting that forecasts of this kind are notoriously uncertain and diYcult
to produce, partly because they are dependent on unpredictable factors such as the price of oil and the
performance of the economy. They also rapidly become out of date.

As regards the specific figures produced by MDS, we regard them as realistic, if anything on the low side in
the important and growing areas of container and ro/ro traYc. Other forecasts have projected faster growth.

4. Will the UK have the capacity to meet this projected demand?

As noted in our response to question 2, in the container sector (which has seen the strongest growth in
recent years and where new facilities are not easy to provide) the Government has recently approved two
major developments at Felixstowe and Harwich and has indicated that it is likely to approve a similar
scheme at London Gateway on the Thames. Bristol, Hunterston, Liverpool and the Tees all have plans for
the construction of new facilities. ABP have also recently announced plans to expand the capacity of their
current container handling facility at Southampton. For the new schemes, the lengthy delays in the planning
process may mean that they will not come into use as soon as was hoped but taking all these schemes
together, there is no reason to believe that the country will not have adequate deep sea container handling
capacity suYcient for at least the next 20 years. Beyond that, there is no reason why further schemes will not
be forthcoming although the length of time required between the submission of an application and receipt of
an approval remains unacceptable.

We do not foresee particular problems in other sectors. In the ro/ro sector, where strong growth is also
forecast, there should be less diYculty in providing additional capacity because these facilities require less
space and less depth of water than container terminals.

5. What is the impact of ports on regional development strategies?

Regional development strategies and the associated regional transport strategies are becoming
increasingly important in determining the Government’s priorities for improvement to inland transport
infrastructure. Ports are important centres of economic activity as well as significant generators of traYc,
and the industry has been keen to work with RDAs, regional assemblies and local authorities in the
development of regional strategies. But with a market driven industry such as ours, we would expect the
regional development strategies to be influenced by the development plans of the ports and not the other
way round.

Hitherto the involvement of ports in the development of regional strategies has been somewhat patchy.
EYcient road and rail links are critical for a successful port, and there is some concern in the industry that
regional transport strategies sometimes tend to be overly influenced by the needs of passenger transport to
the detriment of freight. We are working with DfT and the RDAs to improve the contribution which our
industry can make to the development of future strategies.

6. Do smaller ports have an independent future? When should the Department intervene?

Many smaller ports serve a useful role in the particular market which they serve. As regards Government
intervention we would oppose any suggestion that small ports should enjoy a diVerent and/or more generous
regime. In particular we are strongly opposed to the use of public funds to subsidise port developments such
as the East Port Scheme at Great Yarmouth or the development at Warrenpoint in Northern Ireland. Such
subsidies can only distort the market as well as creating uncertainty, thus making private investment in new
facilities elsewhere a less attractive prospect.

7. Is surface access to ports adequate? What is best practice?

The short answer is no. The inadequacy of both road and rail links to ports is one of the major problems
which the industry faces. This complaint is not unique to the ports industry: it is a symptom of the chronic
under-investment in our transport systems which has left them incapable of catering for the growing volume
of traYc in an eYcient way.

A particular problem which the ports industry suVers is the lack of a clear policy on the extent to which
a port developer should be required to make a contribution towards road or rail improvements as a
condition of gaining consent for his development. We accept that when a new development is likely to
require new or improved links into the national networks, a port should make a contribution towards the
cost of providing such direct links. But in recent cases ports have been called on to make substantial
contributions towards improvements to the national road or rail network in places many miles distant from
the port concerned. This approach is both arbitrary and unfair. It is arbitrary because there is no settled
policy which means that it is diYcult for the developer to know in advance how large a contribution he will
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be required to make, and it is unfair because the beneficiaries of port funded improvements may well include
users of other ports and indeed other transport users at large. There is a danger that if too high a price is
required as a condition of a development, the development itself will become uneconomic. The Government
is prepared to invest in road improvements in order to induce, for instance, foreign car manufacturers to
establish plants in this country, because of the new jobs thereby created. It seems perverse that potential
investors in new port facilities, which will likewise stimulate employment, are forced to make substantial
contributions towards the national road system as a condition of securing consent.

In the longer term road pricing should solve the problem as far as roads are concerned. In the meantime
we have urged the Government to develop a clearer policy in this area and that the guiding principle should
be that the provision of national road and rail infrastructure is a Government responsibility, and that ports
should only be expected to pay for improvement schemes in the immediate vicinity of the development in
question.

8. How can ports reduce their environmental impact? Should there be a duty on all UK ports to be
carbon-neutral?

Ports are necessarily located on the coast or in estuaries which are frequently areas of environmental
sensitivity. We fully support the principle of sustainable development which envisages a sensible balance
being drawn between economic and environmental factors. This means that, for instance, a new port
development which is liable to cause environmental damage has to be accompanied by measures of
compensation or mitigation, often at considerable cost. Indeed there are many in the industry who believe
that the right balance has not yet been struck, and that environmental legislation is disproportionately
onerous on the ports industry. Our experiences with the Birds, Habitats, Water Framework and Waste
Directives tend to bear this out.

On the operational side the industry has been proactive in terms of environmental self-regulation. The
industry has adopted the European Ports’ Environmental Code of Practice which encourages ports to report
on their environmental progress with supporting data, to identify relevant environmental indicators
supplemented by appropriate environmental monitoring.

We assume that the suggestion that ports should be required to be “carbon-neutral” implies that ports
should be required to conduct their operations in such a way that they generate nil emissions of CO2 into
the atmosphere. It is hard to see how such a requirement could possibly be achieved. It would theoretically
be possible for ports to purchase credits to cover their own emissions but the costs could be enormous, and
no industrial sector in the UK is subject to such an onerous imposition.

Many ports do however monitor their use of energy and hence the CO2 emissions for which their
operations are responsible, and have targets for reductions. A good example is ABP’s Corporate Social
Responsibility Plan which shows that the company achieved a reduction in CO2 emissions of 7.5% between
2004 and 2005.

It should also be noted that a significant proportion of the emissions associated with ports originate from
vessels in the port which are not, for this purpose, within the port’s control. The European Commission has
recently published a Communication which advocates the use of shoreside power by vessels alongside
berths. This idea, although superficially attractive, has huge practical problems because of the
incompatibility of ships’ electrical systems with the landside grid. Moreover, the use of shoreside power
would not necessarily lead to a net reduction in CO2 emissions, particularly if the shoreside power was
generated by a coal burning power station.

In this connection we would also point out that shipping is responsible for less CO2 emissions per
tonne/kilometre than any other form of transport, and indeed one of the benefits of the Government’s policy
of seeking to promote greater use of coastal shipping would be a net reduction in CO2 emissions. It would
be totally contrary to this policy for the ports industry to be required to be carbon neutral: indeed if such
a policy were to be contemplated it should, logically, be applied to all transport modes.

9. Are safety measures adequate?

10. Are the UK’s 74,000 ports workers adequately protected and working in good conditions?

Port Skills and Safety Limited will be commenting on safety measures and the safety record of the
industry. However we would point out that the figure of 74,000 described as “ports workers” is an estimate
produced by the DfT of workers who are involved with the ports industry. It includes, not only the
employees of the ports and the terminal operators, but also Customs and Immigration OYcers, employees
of shipping agents etc. The same exercise estimated that there were about 42,000 people employed in port
operations proper, of whom about 17,000 were employees of the ports themselves.
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11. Other Points

We should like to draw the Committee’s attention to two other points, which were not mentioned in their
initial list of questions. First, the Government’s Ports Policy Review is, formally, concerned only with
England, Wales and Northern Ireland. Ports policy in Scotland is to be reviewed in the context of a review
of Scottish transport policy. We recognise that many aspects of ports policy in Scotland are devolved, but
we are concerned that if policy in Scotland should develop in a diVerent direction, for instance over
arrangements for the provision of landside infrastructure, this could create a distortion in what is essentially
a GB market. We have therefore urged the Government to seek to ensure that there is a consistency of
approach north and south of the border.

Secondly, the Committee may wish to note that a major review of ports policy is currently being
undertaken by the European Commission. Consultations are in progress, and we understand that the
Commission plan to announce their new policy towards the end of next year. We are naturally anxious to
ensure that the Commission does not repeat its previous mistakes by attempting to introduce another
directive on access to port services. But we are also anxious that the UK Government should take the
opportunity to press the Commission to adopt a more robust attitude on state aid in the port sector. The
more generous arrangements which are enjoyed by Continental ports put their UK competitors at a serious
disadvantage. For instance our members have found that for a terminal operator the capital cost of opening
a new facility in the UK is three times as much as on the Continent. Although the issue is complicated, we
hope that the opportunity will be taken to try to ensure some levelling of the playing field.

19 October 2006

Memorandum submitted by The British Ports Association

1. The British Ports Association

1.1 Established in 1992, the British Ports Association represents the interests of its 88 full members, and
numerous associate members, to the United Kingdom and devolved Governments, the European Union and
numerous national and international bodies. The BPA’s membership is both substantial and diverse,
representing a broad cross section of the UK port industry. This breadth and depth allows the BPA to
facilitate wide ranging sectoral debate, to set an agenda for the industry, and to speak with authority on the
issues that aVect it.

1.2 The UK industry has continued to grow with an increase of 3% in 2004. Growth is heavily
concentrated in unitized trade; bulk cargoes have been more volatile. Although there has, for example, been
a decline in oil volumes, there have nevertheless been significant increases in, for example, LNG. A defining
characteristic of UK port trade is the switch from raw materials to consumer goods. This is the underlying
cause of growth in unitized trade. A lack of exports (levels of exports from UK ports have remained similar
for the past 10 years) has been balanced by import driven growth.

2. Ownership

2.1 The UK is the only EU member state which permits port privatization in a way which allows the port
authority, port operations and the estate to be sold and managed as an integrated operation. The Ports Act
(1991) led to the privatization of five former trust ports. Subsequently, the then government directed the
privatization of the Port of Ipswich in 1996. Since then, there has been some consolidation of port
ownership. The UK therefore has a mixed ownership structure of privatized ports, trust ports and
municipal ports.

2.2 DiVerences in the day to day financing and management of UK ports are marginal. Each ownership
type regards itself as working within the private sector; each has to finance itself independently as there is
no systematic government subsidy. The ownership pattern which has emerged and which has followed the
pattern of all private sector markets is in no way detrimental to the interests of users and the UK’s port
needs. Indeed, quite the opposite: the UK mix has underpinned the successes of the sector. The real test lies
in the answers to two critical questions. The first is the issue of whether this mixed structure is able to deliver
appropriate capacity. The second is whether there is, as referred to in the DfT’s recent Ports Policy Review,
evidence of “market failure” whereby account is not taken of social costs and benefits by the industry,
therefore justifying some level of government intervention.

2.3 The main capacity indicator is accommodation of increasing unitized trade and especially container
trade; provision of container capacity is more complex than for ro-ro in that it demands deep water and
suYcient land to store containers. Currently, there are various plans for expansion of container capacity.
Any problems in achieving final consent have not necessarily been related to ownership but to
environmental issues, the availability of suitable alternatives and the issue of funding of connecting
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infrastructure. Whatever the ownership structure, achieving consents for substantial (or indeed any)
projects will always be complex. Even on the Continent where ports are publicly owned there have been
some major stumbling blocks in achieving consents and especially in satisfying environmental criteria.

2.4 One of the conclusions of the DfT’s Ports Policy Review was that 7,000 extra metres of quay space
could be needed to accommodate container demand, looking forward to 2030. This raises a number of
scenarios. For example, it may require extra capacity within smaller ports, or it may mean that ro-ro trade
increases as ferries are seen as a viable alternative to containers. The point is that the industry has to be
suYciently flexible to cope with changing demand and the decisions of the main shipping lines which,
because of the constraints of significantly larger vessels, may concentrate resources on the Continental hubs
and rely on feeder traYc for the UK. Again, we believe that the ownership pattern of the UK is best able
to respond through the usual market mechanisms.

2.5 There is no evidence of “market failure” (as defined in DfT’s ports policy review consultation)
attributable to the mixed ownership of UK ports. Neither is there, therefore, any justification for
government intervention. UK ports fund their investments in a way which leaves them fully exposed to and
responsive to the market. We believe that commercial and environmental sustainability is a function of this
market led approach.

2.6 There are diVerent models of ownership and these have resulted in diVerent models of accountability.
It is accountability, rather than ownership, which has become a cause for concern. The BPA represents all
ownership types. We support each as a viable management system which has collectively delivered an
eYcient and independent UK ports network. Each, as we stated in our introduction, has responsibilities for
navigational safety and other conservancy functions and each works at a very local level. Whilst we accept
that trust ports and indeed municipal ports will, by their nature, strongly emphasise their accountability,
we believe that the situation at the moment is unbalanced between ownership types and that there should
be a common level of accountability as a standard for all ports. The issue is achieving accountability to
stakeholders for expressly local powers.

2.7 Government policy in respect of this is currently confused. For example, the Guide to Good
Governance for trust ports published in January 2000 stated in paragraph 1.2 that “privately owned ports
are also invited to consider how well they match these standards and what improvements they could make”.
The Guidance went on to say that “Harbour authorities are not simply commercial undertakings concerned
with their customers’ interests. They have a duty to exercise their statutory functions in an open and
accountable manner. The Government has a duty to set appropriate standards to guide them in discharging
these duties. Government wishes to see all harbour authorities openly accountable for duties and powers,
policies and standards”. We therefore regard the trust port guidance and the recent conclusions to the
Municipal Ports Review as a benchmark for accountability for all UK ports which should be applied fairly
across the sector.

3. The Policy Framework

3.1 The essentials set out in The Future of Transport (2004) remain entirely valid today. A market-led port
industry, free from Government subsidy and the distortions of an uneven playing field quite literally delivers.
Ports move 95% by volume and 75% by value of all goods entering or leaving the country, with considerable
eYciency, and at minimal cost to the consumer, the shipping industry and the UK economy. This is the
product of eVective competition. There is no compelling argument against the fundamentals of the policy
framework.

3.2 Particulars of policy will be subject to change in the short to medium term, arising from the ongoing
Ports Policy Review, together with Sir Rod Eddington’s wider look at transport issues. Our members are
concerned by some, albeit minor, flaws in current ports policy—areas for improvement. They include the
inconsistency with which RDAs work with ports, whereby one port in a region receives RDA support while
another receives none. Equally, the ability of a port to fund landside connections or environmental
mitigation measures can hold them back despite the important contributions they make to the national
economy. The policy framework within which ports operate, and the guidance supporting it, should as far
as possible remove those inconsistencies and inequalities which can lead to significant distortions.

3.3 Wider transport policy must begin to address general problems of past under investment. Ports are
not stand-alone entities. They are points in a transport chain stretching from a good’s origin to a consumer’s
home. Ports facilitate the free movement of goods and passengers into and out of the country, and they need
good road and rail connections to do so.

4. Forecast Demand

4.1 MDS’ freight forecasts are a welcome contribution to this review, and provide a useful basis for
approaching port capacity issues in the UK until 2030. The forecasts—as far as they go—reflect the reality
that future demand will outstrip existing and proposed capacity. Furthermore, we note that MDS have
based their assumptions on a linear relationship between demand growth with GDP growth. There is,
however, evidence to show that trade will continue to grow faster than GDP. Moreover, the track record
of forecasting for unitised sectors is one of underestimation.
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4.2 The UK ports industry is not simply based upon container traYc. Ro-ro, bulk cargo and passenger
traYc are an important part of the business of British ports. Indeed, looking at the relative tonnages,
container traYc in 2004 represented 10% of the market. Significantly, ro-ro traYc enjoyed a 16% share. A
freight forecast that focuses on containers at the expense of ro-ro traYc could be viewed as missing the point.
Also, the government’s forecasts are unnecessarily gloomy about passenger projections.

4.3 Forecasting potentially has great benefits. Government endorsed forecasts, stating a need for
increases in port capacity, could remove the requirement for the early stages of a planning inquiry to
examine the “need” for a proposed development. This could speed up the planning process. Should
Government decide to endorse the forecasts- and the BPA encourages it to do so- it would become necessary
to establish some mechanism for keeping the forecasts up to date, in cooperation with the ports industry.

5. Development in the Regions

5.1 The British Ports Association is strongly in favour of a level playing field between ports, allowing
them to compete fairly and freely. This concept, embodied in Modern Ports has resulted in a UK ports
industry that is remarkable for its geographical spread, eYciency, and strong customer focus. Key to
maintaining a level playing field is achieving balance between diVerent regulatory frameworks. Within the
UK this means that there should be broad agreement between the constituent parts of the UK on national
policy. Of course there will be issues unique and specific to parts of the UK, and such issues would be
appropriate for a distinct approach. Such policies ought, however, to be consistent with those of other areas,
and with UK policy overall, and avoid distorting the UK market as a whole.

5.2 Nationally it is clear that port activity stimulates wider employment. DfT’s own survey of port-related
employment in November 2005 showed that some 74,000 people are directly employed on port-related
business, with a substantial further number indirectly employed providing goods and services to ports. (DfT
estimates this number to be between 13,000 and 46,000.) There is a further category of induced employment
where jobs are created through the expenditure of those employed directly or indirectly in and around ports.
Induced employment is an integral part of regeneration. Successful, competitive ports attract traYc, grow
and create jobs, stimulating local, regional and the national economy. Whilst there has been little work on
quantifying the economic benefits of ports to the UK, their contribution is obvious.

5.3 It is not clear that, at a local level, the creation of jobs in and around one port is necessarily at the
expense of another. It seems probable, however, that at a wider level, where port traYc is deliberately
displaced from one region to another—as a result of some intervention in the market—jobs will be created
at the expense of new and existing jobs elsewhere. More generally, intervention in the market will harm the
competitiveness of British ports, their ability to grow and thrive, and their ability to create further new jobs
both directly and through induced employment.

5.4 The currently varying pattern of growth rates is the product of this policy which allows the market
to drive growth, and the factors that influence it- geography, shipping line behaviour, centres of population,
availability of deep water and so forth. To seek to change those patterns of growth would undermine the
market-led approach. Equally, sustainability is a function of those factors. If roads become too congested,
if port capacity is constrained, if it becomes too expensive to move goods through a certain region, then the
market will react accordingly to adopt a more sustainable paradigm as it seeks eYciencies and lower costs.
This is, to an extent, already being seen in the search for possible container hubs at Hunterston or Scapa
Flow, where environmental constraints, for instance on dredging, would exert less pressure. In a sense,
therefore, the market has already captured the impact of sustainability of port activity in the regions, and
will continue to do so, permitting an adjustment of regional growth rates with greater delicacy and less
distortion than Government could.

6. Smaller Ports

6.1 It has been noted that the UK is a nation of small ports. There are some 600 harbours in the UK.
Ports, harbours and wharves of whatever size have the potential to be important economic assets for their
local communities. DfT has recognised this in producing a Smaller Ports Survey jointly with the BPA.

6.2 Responses to the survey from amongst our membership have indicated some early areas of interest.
Smaller ports often feel, rightly, that they are below Government’s horizon, and that some process of
educating local and regional bodies to deal with smaller ports would yield dividends. The demands of
training and regulation often fall disproportionately on smaller ports, whose resources are less able to meet
the demands of time and expense. The brigading of training programmes and a more proportionate, risk-
based approach to training makes good sense.

6.3 Ultimately the future of smaller ports is a matter for the port authorities themselves and, to an extent,
their local communities. There is scope for limited Government intervention to support eVorts by smaller
ports to raise their profiles, and to ensure that training and regulatory burdens do not fall on them
excessively. Our small ports are an important part of our heritage and can play a major role in present day
maritime activity. We welcome Government’s intention to help, rather than hinder, and will actively
encourage future engagement.
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7. Anchoring Ports in the Transport Chain

7.1 95% by volume of all goods that enter or leave the UK do so through our ports. It is hard to gain
more than an intuitive idea of ports’ value to the UK economy: the scale of their contribution as major nodal
points in the supply chain is simply immense. Ports cannot facilitate the free movement of good into or out
of the country without good landside connections.

7.2 Government aims for a policy of “nil-detriment” to the network operator, users, or taxpayer, in the
provision of transport infrastructure. In short, it wants the developer to pay. Often this approach is
disproportionate; ports may be required to provide infrastructure far beyond their location, or the cost of
infrastructure provision may be too much for a port to bear.

7.3 The general approach whereby Government requires a developer to meet infrastructure costs may be
appropriate in the case of a business park or retail development. Ports are not, however, “developers” in the
same sense. Port development is often promoted not with the sole intention to generate commercial gain,
but to facilitate the flow of goods and people in and out of the country. Ports are part of an international
transport chain in a way that out-of-town leisure developments are simply not. Government must reflect
this, and become more nuanced in its treatment of port development.

7.4 Ports ought not necessarily to fund incremental road and rail infrastructure. The extent to which they
could pay should be determined by two factors: first, by establishing a means of quantifying the private
benefit (to the port and its customers), and the public benefit (that derived by the general public) of the
infrastructure. Public benefits should be paid for by the public through government funding. Secondly,
where Government seeks for the port developer to fund a set of infrastructure improvements it should be
proportionate. It is reasonable to expect ports to fund improvements nearby, but less so if the infrastructure
extends many miles from the port. Establishing a clear system of measurement of private and public benefits
should help to remedy this.

7.5 Potentially the advent of road charging will oVer Government an opportunity of creating a new
source of transport funding. It could be used to oVset public infrastructure investment made to cover the
“public benefit” of port developments. We strongly support the use of road charging to make up for
shortfalls in infrastructure investment overseen by successive governments.

7.6 Government’s systematic failure to invest suYciently in new transport infrastructure has led to
dangerous levels of congestion on the strategic road network. The current Planning and the Strategic Road
Network consultation aims to reduce the scale of the problem by requiring developers to assess and look to
manage transport demand from the outset of a planning proposal. Port traYc has special characteristics in
that it is the product of UK trade flows. It does not make sense, therefore, to require them to limit demand in
the same way as other developers. Certainly ports are prepared to work to manage demand, but only where it
is done in such a way as to assist the movement of trade, and is matched by appropriate investment in
necessary infrastructure.

8. Environmental Impact

8.1 The keystone for achieving the right balance between protecting the environment and facilitating
economic activity is the idea of sustainable development: a balance between environmental, economic and
social needs.

8.2 This should not mean that one need is prioritised, and only a little of the other two elements is
achieved. Rather, sustainable development is a win-win-win situation, where the benefits for the economy,
society and the environment are all maximised as equally as possible.

8.3 The UK Government has brought forward proposals for a new Marine Bill, a piece of legislation
intended to promote sustainable development in the marine area. The BPA strongly believes that a Marine
Bill, introducing a system of marine spatial planning (MSP) and reforming the system of marine licensing,
should apply equally to all parts of the UK, not only in the interests of consistency and simplicity, but also
because it has the potential to bring substantial advantages to the ports sector (by introducing MSP and
improving the licensing system), and of course, the marine environment.

8.4 The port sector has been very proactive in terms of environmental self regulation, partly through
active participation in the Ecoports initiative which is a pan-EU environmental scheme which measures
environmental performance and can result in certification. All BPA members have signed up to the ESPO
Environmental Code of Practice which encourages ports to report on their environmental progress with
supporting data, to identify relevant environmental indicators and carried out, where appropriate,
environmental monitoring. All these initiatives make significant contributions to achieving the right balance
between environmental protection and the impact of commercial activity.

8.5 As to carbon neutral practices and targets, ports in themselves are not significant generators of
emissions, although it is acknowledged that as focal points for transport networks, they can represent
“hotspots” of pollution both from shipping and from land transport. Without wishing to turn away
responsibilities in any way, the solution to the impact of these modes lies in fuel quality and engine design;
it might also lie in the prudent use of road charging which introduces the prospect of better traYc
management. Legislation to improve ship fuel quality has now been introduced and the regime in Europe
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is significantly tougher than the international regime. Also, ports are beginning to supply onshore electricity
to cut the use of ships’ engines in ports. One of the main recommendations of the ESPO Environmental Code
of Practice is the need for all ports to monitor and collect data on their environmental condition in terms
of air, water and sediment quality; ports are also encouraged to select environmental indicators to track
progress and to publish an environmental report. All these initiatives contribute not only to a carbon neutral
regime but to sustainable port management as a whole.

9. Safety and Working Conditions

9.1 Direct responsibility for safety and skills development lies with Port Skills and Safety Ltd (PSSL)
whose separate submission to this Committee we fully support. Our organisations are closely linked in that
the BPA provides representatives on the PSSL’s board and is fully committed to its objectives and the
eVective broadcasting of its safety messages. This is an area which we take extremely seriously and
considerable resources throughout the BPA’s membership are dedicated to continued improvement of
standards. Improvement has largely been achieved through voluntary measures from within the industry,
and the activities of PSSL, which is industry funded. This represents a significant change within the ports
industry and is a source of considerable pride.

10. Conclusion

Ultimately ports policy is about outcomes. Policies establish the framework within which wider aims are
achieved. What outcome do we wish to see?

In essence BPA members wish to see a ports policy that ensures a level playing field between ports,
encouraging fair and free competition to the benefit of all. This should be based on a supportive regulatory
structure that facilitates rather than hinders port development, and the provision of landside connections
to enable ports to maximize their contribution to the UK economy.

The BPA is committed to working with all relevant stakeholders to bring about this outcome, and are
grateful for the opportunity to respond to this Committee.

19 October 2006

Memorandum submitted by Associated British Ports Holdings PLC

1. Ownership of Ports in the United Kingdom

The structure of the UK ports industry remains as shown in the Transport Committee’s Report dated
November 2003. However, the ownership of some companies has changed, including Associated British
Ports Holdings PLC, which since 14 August 2006, has been owned by a consortium consisting of Borealis,
GIC SI, GS IL and Infracapital.

2. Is the general policy framework, as set out in The Future of Transport, adequate for port operations in the
21st century?

DfT’s recent consultation document recognises that, in some respects, the existing policy framework for
ports is not adequate.

A revised ports policy is required that encourages and helps to facilitate the development of port capacity
to meet market demand. It must reflect the national and regional importance of ports—economically,
socially and environmentally. This includes the extent to which ports facilitate:

— international trade/jobs throughout the UK;

— internal transport within the UK;

— social cohesion with the movement of people and goods to/from UK islands;

— oV-shore industries such as oil/gas, fishing and windfarms;

— marine industries such as shipbuilding; and

— leisure activities.

3. Is the Department’s demand forecasting realistic?

We question whether the term “forecast” is appropriate, and would suggest that the studies undertaken
for DfT are no more than indicative trends. They are an adequate way to help DfT revise policy now, but
they will quickly be out of date and must not be regarded as a comprehensive summary of the UK’s medium
or longer term port capacity requirements.
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4. Will the UK have the capacity to meet this projected demand?

The most acute shortage is for deep-sea container capacity, and this shortage will get worse until
additional port capacity is built and operational.

Whilst planning approvals for some container terminal developments have been given recently, the
deficiencies of the planning system have yet to be addressed. This is a serious concern, and this aVects not
just containers, but port traYc of all types. The present planning process is too costly, slow and uncertain—
to the detriment of the UK economy, and placing the UK at a serious disadvantage to competing European
countries. In the recent Energy Review the DTi commented on the need to speed up the planning process
for energy projects. Corresponding changes are needed in the ports industry.

5. What is the impact of ports on regional development strategies?

DfT’s consultation document asks whether Government should indicate the regions in which port
developments should take place. This is a concern. Policy must not directly or indirectly try to force port
users to use particular regions as that could:

— provide sub-optimal UK locations for port users;

— increase costs for importers/exporters;

— result in fewer direct ship calls in the UK;

— distort competition between ports;

— undermine the level playing field which is a central tenet of DfT’s ports policy;

— undermine confidence and stifle investment by ports and their customers;

— damage the competitiveness of the UK economy; and

— reduce economic growth/undermine productivity.

The market-led approach, in which port capacity is provided where port users require it, is the only
sustainable and economically sensible option.

6. Do smaller ports have an independent future? When should the Department intervene?

All UK ports operate in a competitive market. They compete with other UK ports; for some traYc they
compete with continental ports; and for the internal movement of cargo within the UK they compete with
other modes of transport. However, competitive pressures tend to be felt most acutely by smaller ports that
have fewer resources and fewer opportunities.

It is crucially important for port users and for the UK economy that small ports both survive and fulfil
their potential. Government could help to make this happen. For example:

— a much-simplified planning process for “small developments” at all ports irrespective of their
size; and

— policies to encourage a more eVective use of coastal sea transport which would reduce HGV
mileage, by shipping cargo as close as possible to final destination.

Whilst small ports must be encouraged to develop, it is essential, however, that a level playing field exists
between all UK ports.

7. Is surface access to ports adequate? What is best practice?

DfT’s Future of Transport published in 2004 states that “we expect promoters to contribute to the costs
of surface access improvements required to service new [port] developments”.

This policy, and its unfair application, is a cause of concern; a deterrent to port investment; and it
perpetuates the disadvantage that the UK economy suVers compared to other European economies.
Existing policy certainly isn’t best practise. In addition, existing policy for the funding of road links to ports
conflicts with the Government’s emerging thinking about the user pays principle being applied to road users.

To derive the maximum public benefits of private sector port investment, Government must fund the
necessary road and rail links to ports. This applies both to port developments and to allow for organic
growth of traYc even if no port development is involved. For example, the use of 9*6+ high containers is
increasing very quickly and the gauge of the railway network therefore needs to be improved from all major
container ports.
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8. How can ports reduce their environmental impact? Should there be a duty on all UK ports to be carbon-
neutral?

Any economic activity inevitably has an environmental impact. However, the environmental impact
made by the operation of ports is typically quite small.

It is recognised that CO2 emissions from ships are much lower per tonne-kilometre of cargo than emissions
from lorries. Ports therefore already make a positive environmental contribution by facilitating the
movement of cargo by sea within the United Kingdom.

There is potential to do more, and the UK would benefit by the introduction of a more coherent and
sustainable freight transport policy which gives the owners of goods an incentive to consider making more
use of all sustainable forms of transport.

The Future of Transport stated “we shall also encourage UK business to exploit opportunities for greater
diversification in short-sea roll-on/roll-oV (ro-ro) capacity, reducing the need for long connecting road or
rail journeys”. However, we are not aware of any action taken to implement this.

9. Are safety measures adequate?

On-going eVorts to improve safety continue. For example, the targets set in 2002 by the Safer Ports
Initiative (SPI) were achieved and exceeded by 2004, with a further improvement in 2005.

% change
2001 2002 2003 2004 2001–04 2005

Incidence rate for fatal and major accidents 0.32 0.36 0.31 0.25 "21.88
Incidence rate for four day accidents 3.80 3.40 2.93 2.51 "33.95
Overall Incidence Rate 4.10 3.80 3.20 2.80 "31.71 2.60

ABP overall incidence rate 1.46 1.39 1.77 1.40 0.93

During 2006, ABP’s incidence rate has shown a further substantial reduction.

Following the success of this initiative, there has been strong support within the ports industry to maintain
the improvement in health and safety standards through the creation of a second phase of initiative, and this
was launched in May 2006. The speakers at the launch reflected the partnership approach to the initiative:

— Minister of State for Transport.

— Group Chief Executive of ABP Holdings PLC.

— Chairman of the Health and Safety Commission.

— Chief Executive of the Maritime and Coastguard Agency.

— Senior Policy OYcer at the Trades Union Congress.

10. Are the UK’s 74,000 ports workers adequately protected and working in good conditions?

The UK ports industry provides secure, well-regulated employment to a sizeable workforce with potential
for growth in numbers as new developments are created. Individuals have a free choice whether or not to
belong to a trade union. Employees receive relevant training, including a strong emphasis on health and
safety training, and individuals are issued with appropriate personal protective equipment. Many port
operators benefit from a long-serving, committed workforce with employee turnover levels lower than in
many other industries.

16 October 2006

Witnesses: Mr Richard Everitt, Chairman of UKMPG, and Chief Executive, Port of London Authority, and
Mr John Dempster, Executive Director, United Kingdom Major Ports Group; Mr Ted Sangster, Chairman
of BPA, and Chief Executive of the Port of Milford Haven, and Mr David Whitehead, Director, British Ports
Association; and Mr Ken Bell, Business Development Manager, Associated British Ports; gave evidence.

Chairman: Good afternoon, gentlemen. One bit of
housekeeping, please: Members having an interest
to declare.

Clive EVord: Member of the Transport and General
Workers’ Union.
Graham Stringer: A member of Amicus.
Chairman: Gwyneth Dunwoody: ASLEF.

Mrs Ellman: A member of the Transport and
General Workers’ Union.
Mr Scott: I am not a member of anything.

Q580 Chairman: Gentlemen, would you like to
identify yourselves, please, for the record?
Mr Bell: Ken Bell, Associated British Ports.
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Mr Whitehead: I am David Whitehead. I am
Director, British Ports Association.
Mr Sangster: Ted Sangster, Chairman of British
Ports Association and also from the Port of
Milford Haven.
Mr Everitt: Richard Everitt. I am Chairman of the
United Kingdom Major Ports Group and also
Chief Executive of the Port of London.
Mr Dempster: John Dempster. I am the Director
of the United Kingdom Major Ports Group.

Q581 Chairman: It is very nice to see you; familiar
faces in perhaps some slightly diVerent guises. Did
anybody have anything they wanted to say
particularly, before we go to questions?
Mr Everitt: Madam Chairman, both the British
Ports Association and the United Kingdom Major
Ports Group thought it might be useful if we
summarised, very briefly, what the industry wanted
from the Ports Policy Review. As organisations, we
believe that the ports policy should continue to be
based on allowing the market to determine where
capacity is provided, that is for containers, ro-ro
and indeed other capacity required for bulks; no
artificial incentives and no artificial constraints.
Clear government policy should be to support port
development to meet the needs of the UK
economy. Investment by the private sector is
critical to ensuring that the UK has modern,
eYcient port infrastructure. UK ports policy must
be geared to ensuring that it remains highly
attractive to investors; this will require policies
which materially improve the speed and the
predictability of the planning process, as has been
recognised, I think, by both the Eddington study
and the Barker study published yesterday. UK
ports are self-financing, and container ports in
particular compete with major European ports
where much of the core infrastructure is provided
by the state: tunnels, quays, roads and rail links are
all state provided. One of the United Kingdom
Major Ports Group members has calculated that
nearly 70% of the cost of the infrastructure for a
container terminal in Europe is met by the state.
UK ports policy needs to recognise this disparity,
particularly in the area of developer contributions
to road and rail improvements. At most, the port
developers should be required to contribute only to
road and rail links in the immediate vicinity of the
port. So far as Europe is concerned, which has
quite an impact on port operations these days, the
Commission’s two abortive attempts at port
services Directives demonstrate, we believe, a total
lack of understanding of how UK ports operate.
Had they been passed they would have been
damaging to job prospects, investment and
eYciency in UK ports, which are already the model
of liberalisation, which the Commission professed
was their objective. We believe that the UK ports
policy in Europe should be to secure agreement
with like-minded governments on the objectives for
the Commission, on its current open consultation
on ports policy and prioritise the publication of the
long-heralded guidelines on state aids.

Q582 Chairman: Did you have a short list of the
countries that you had in mind, Mr Everitt?
Mr Everitt: Certainly Holland, I think we could
work eVectively with the Dutch, and possibly
Poland, as two that we believe the Government
could work very eVectively with on this.

Q583 Chairman: Not a very long short list?
Mr Everitt: Not a long short list, no.

Q584 Chairman: There have been two years
between the White Paper, the ports review and the
consultation document; is that too long?
Mr Everitt: We think not. It is now there, we think
it is a good piece of work and it was understandable
why it was going to take that long; but it is here
now and we think that time has been used to
produce a good piece of work.

Q585 Chairman: Is there anything missing in the
document, any aspect of it that you think you
would rather have? Mr Whitehead, you looked like
you were thinking about it?
Mr Whitehead: Missing from the Ports Policy
Review document, I think probably there are two
things missing from it which struck us certainly at
the time. One was any discussion of Europe, there
is hardly anything about Europe in there at all;
whereas, since Modern Ports was published,
Europe has been a very big feature, with two failed
Directives. The other was perhaps a more detailed
point, and this was on the forecasting. The
forecasting really concentrated on containers, and
containers are very important; there are other very
important parts of port trade that were skimmed
over.

Q586 Chairman: Like?
Mr Whitehead: Ro-ro comes to mind, in particular,
it was not treated in any great detail, whereas ro-
ro expansion, the need for ro-ro capacity is very
important. The passenger market was rather
understated, but where we have a huge bulk cargo
market, absolutely essential for the country, which
was not really considered. At the moment, there are
not particular problems with capacity on bulk, but
if we are going to come to an agreement with the
Department on forecasting and what the needs are
we do need to cover all these sectors. There were
two particular things that we felt had been
overlooked.

Q587 Chairman: What would you think would be
the solution, Mr Whitehead? Is there an agreed
platform from which the Department would be
able to say, “Yes, these are the statistics that are
generally agreed between ourselves and the
industry;” is that possible?
Mr Whitehead: I think we should get to that point.
We have never agreed before and what we liked
about the Policy Review was that there was an
attempt to forecast, so at least we know what the
thinking is on one side. Now we need to get
together, I think, to look at all of the sectors and to
agree the sort of direction of travel of the industry,



3524742036 Page Type [O] 22-01-07 09:45:17 Pag Table: COENEW PPSysB Unit: 1PAG

Transport Committee: Evidence Ev 157

6 December 2006 Mr Richard Everitt, Mr John Dempster, Mr Ted Sangster, Mr David Whitehead and Mr Ken Bell

because clearly that ties into future capacity
organisation. That is a significant thing and it
should be taken forward; we hope that comes out
of it.

Q588 Chairman: Given the increasing investment in
ports by investment companies, we would like to
know if you think there is a danger that ownership
is going too remote from the day-to-day operations
of the port?
Mr Bell: Associated British Ports has been taken
over in the last four months. Four very large
investment companies are the owners; three of
them foreign, one British. That does not change the
operation of ABP itself; it remains a British
company, with an existing customer base, existing
contacts, contacts in the local community. In our
opinion, the ownership of the ports is a question of
the involvement in the ports, the port management
and investment, which matters, rather than where
the actual owners themselves are.

Q589 Chairman: Let me pose a very simple
question to you. Supposing your owners decided
they wanted to get rid of large amounts of your
wharves and your warehousing, which, after all,
have got fairly high land values, would that then
be some kind of directive to you; do you think you
would be able to stand out against that? Are
foreign owners, for example, going to put the
United Kingdom’s export and import trade first, or
are they going to look at the asset that they have
acquired and say, “This is a jolly good piece of
land, we’ll sell it oV to the highest bidder”?
Mr Bell: I would suggest that commercial
companies, irrespective of their ownership, will
look to run the ports business. Certainly looking at
the companies which have taken over ABP, why
they have bought ABP is because they like what
they see in ABP, they have made a commitment
both to run and grow this ports business.
Mr Sangster: If I may follow on, Madam
Chairman, you make a very interesting point and
something which is well recognised in the ports
industry, which is the identification for the future
strategic development of the ports within the UK
serving the national economy, but it requires land,
land with access to the water. Whilst you posited
a particular scenario, in the context of shareholders
elsewhere, outside the UK, that is not necessarily
the case, and I would fully support the point being
made, it is more about the approach and the
market forces and the quality of the management
that is the determining factor, rather than the
ownership. However, the need for access to and
securing land with access to the water, to secure it
for future developments, is vital for the ports
sector. I can point to examples whereby local
councils have sought to change the use of land for
housing developments, whereby there are
opportunities being pursued for using land for
other than its access to the water, for other
industrial uses, which is perhaps not felt to be
appropriate. It is a good point but it has general
applicability.

Q590 Chairman: Therefore, what is the answer,
Mr Sangster?
Mr Sangster: The answer, I would suggest, is the
recognition perhaps of the catalyst, through the
ports, of government, local authorities, regional
development associations, that, to secure the future
of the ports industry and the recognition of the
value the ports industry can play, to identify the
future needs in terms of brownfield sites allocated
to priority use for access to the water.

Q591 Chairman: That is a degree of intervention,
is it not? Does not the ports industry say it does
not want any intervention from government, and
that would be a very focused and specific
intervention on the part of government at both a
local and a central level to insist that the ports
retain certain sites for certain reasons, would it not?
Mr Sangster: No; we are not seeking direction, we
are not seeking control or involvement. What we
are seeking is recognition of the current value that
ports have in the national economy and, given that
government and the RDAs set the framework
within which ports and other businesses and society
operate, to take into account the role that ports can
play, and can in the future, and, in this particular
context, to identify the needs of ports to enable
them to develop, in terms of land.

Q592 Chairman: What is the diVerence then
between them designating brownfield sites and you
saying they must take account of the needs? Where
are we failing to communicate here, Mr Sangster?
Mr Sangster: It is a question perhaps of priorities.
I can point to examples whereby there is a need for
some industrial development in a particular port
and there are a number of opportunities in places
where that could be undertaken. The support for
that to be undertaken in areas which do not impact
upon land which could be used for port
development but still meet the needs of that
industry expanding, which does not require such
water access, is the point I am seeking to make.

Q593 Clive EVord: How do you determine where
there is the scope for development of a port? Are
you suggesting, Mr Sangster, that a local authority,
or a regional agency, for that matter, should hold
land vacant in perpetuity and not allow it to
develop, with the idea that at some time in the
future the market will dictate that the port will
expand? In the absence of some sort of national
strategy, with the best will in the world, how does a
local planning authority or the Government know
where the expansion is going to be?
Mr Sangster: Absolutely not, in the way in which
you have described it, but more in the context of,
for example, county councils’ planning authorities
through their unitary planning, which is the
identification of appropriate development in
particular areas. Because they have identified
appropriate development, it does not mean
necessarily that development is going to take place,
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but it means then, if such a development comes
forward, it has overcome the first hurdle but it still
needs to demonstrate need and benefit.

Q594 Chairman: In eVect, local authorities should
take the initiative, without waiting for the ports
themselves to designate particular interests in
developing plans for the future?
Mr Sangster: No. I am suggesting it is not just an
individual silo eVect, it is through genuine co-
operation and understanding between ports,
between local authorities, between government,
between RDAs, and the realisation of the role that
ports can, and do, play in sitting and working
together.

Q595 Graham Stringer: Would it make sense not
to allow land to be designated for non-port,
harbour, use, unless a Harbour Revision Order had
been passed?
Mr Sangster: Some uses of land, or in the
waterway, do not need Harbour Revision Orders;
some do, of course.

Q596 Graham Stringer: I am arguing it the other
way round?
Mr Sangster: Yes, you are saying that there should
be a default, that an HRO would be required to
identify and release that land.

Q597 Graham Stringer: Yes, and then you would
have the full inquiry. I have sat on the board of a
company operating docks and there have been real
fights within the board about whether land is used
for housing or it is kept for future development. It
is not a theoretical issue. If the country is to protect
its docks and harbours for the future, would it not
make sense to defend them more severely by having
to use the Harbour Revision Order process before
you could redesignate the land?
Mr Sangster: This is in terms of defending land
which could be used for development, or a process
required for any port development?

Q598 Graham Stringer: I think the question which
the Chairman put to Mr Bell was, eVectively, if you
have got land which has been used as a port, as a
dock, previously and the last ship is going in
because they are going to Rotterdam, or to the
South East, if you are sitting in the boardroom of
that company, it makes sense for you to say, “Well,
we’ve not got ships tying up there, we’ll build some
nice flats which look over the water.” What I am
saying is, does it not make sense, in the long-term
interests of the country, to wait until there has been
a proper debate around a Harbour Revision Order
before you can do that?
Mr Sangster: That is based upon the assumption
that the existing planning processes would not
allow such a proper debate.

Q599 Chairman: No, no, Mr Sangster, you are not
getting away with that. If somebody puts in a
planning application then there is a debate about
that particular planning application, so the very

silo-making that you are talking about would be
part of that procedure. What Mr Stringer is saying
to you is much more important. He is saying that
in the absence of the port industry coming forward
with a very detailed and clear and specific targeted
plan about how to protect themselves against
foreign owners—we will say “foreign” for the sake
of it, although, I have to say, British capitalists do
not seem, to me, to have any diVerent mores—who
might suddenly decide to sell oV two-thirds of the
port because it would be much nicer to have
beautiful and expensive luxury flats than to have a
working port, what Mr Stringer is saying to you is,
should you not do it the other way round, should
you not have the protection which would force
people to have the debate first?
Mr Everitt: Do you not get that, to some degree,
within the existing planning system?

Q600 Chairman: Mr Everitt, I am not spending a
lot of time on it; no, you do not. We are talking
about something much bigger than individual
arguments about specific sites. I want one of you
to take your courage in your hands and tell me why
we should not do that. This is a practical idea; if
it is not workable, tell me how?
Mr Everitt: I think, for a start, the HRO process
is about doing things, not not doing things, if that
is not a tautology.

Q601 Graham Stringer: This is about closing down
harbours, is it not? If you want to close down a
harbour, you cannot just do it, you have to have
a Harbour Revision Order?
Mr Everitt: Yes, that is true.

Q602 Graham Stringer: It is a pretty tough process?
Mr Everitt: Yes; but I think what you would build
into the system, if you were not very careful, is a
huge degree of inflexibility, because ports tend to
be quite dynamic, in the way things are organised,
and if you can use land more eYciently then you
should use land more eYciently. I think we would
all agree with that; it is a limited resource. I think
the route that you are suggesting would build a not
inconsiderable inflexibility into the harbour or port.
Chairman: I think we have worked out what your
position is. Thank you.

Q603 Mrs Ellman: Are you saying that you are
satisfied with the current planning system?
Mr Everitt: We are certainly not satisfied with the
planning system and the length of time that it takes
for applications on major developments to be
determined. We have seen very, very long lead
times through the planning process before decisions
have been made, either in favour of developments
or refusing developments, and I think, as a nation,
this is a much wider question than ports but
certainly it impacts on ports. We need a process
which is speedier and, if anything, a little more
predictable. I think we suVer probably from the
fact that it is largely an adversarial process rather
than a process where we are trying to get to a
balance.
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Q604 Mrs Ellman: What do you mean, you want
it more predictable; do you mean you want the
answer beforehand?
Mr Everitt: I think we want the answer earlier,
fundamentally, because huge sums of money are
tied up in the process of determining whether
consent should or should not be given.

Q605 Chairman: How is that diVerent, Mr Everitt,
from any other business that has the assets of many
acres of land available and decides from time to
time that it wants to apply for planning permission?
Mr Everitt: I have conceded, it is an issue that I
think we face more widely, as a nation, than just
ports. The issue we have within the ports sector is
that we are a growth business, fortunately, and we
need to be able to respond to that growth in a more
timely way, I think, than the way the processes are
allowing us to at present.

Q606 Mrs Ellman: What would you regard as
market failure?
Mr Everitt: I think, fundamentally, market failure
would be that we did not provide suYcient capacity
to meet the port demand of the United Kingdom.
Eddington was very clear about the importance of
ports to our national economy, and as our
economy has continued to globalise then there has
been significant growth in container traYc into
the UK.

Q607 Mrs Ellman: Who are “we”? You said it
would be market failure if “we” did not provide
capacity: who are “we”?
Mr Everitt: If the ports industry could not provide
the capacity to meet the demand.

Q608 Mrs Ellman: You do not see Government
having any role in that?
Mr Everitt: I am sorry. I come back to the planning
system. I think Government’s role is to construct a
planning system which gets a quicker response than
the ones that we have had so far. There are many
examples of many, many years being taken to get
capacity approved.

Q609 Mrs Ellman: Mr Everitt, when you made
your initial comments, you spoke about the market
should decide, and then you spoke about
Government having a role in meeting the needs of
the UK economy, I think that was your statement.
Now you are telling me market failure is if the ports
industry does not provide suYcient capacity.
Would you not feel that Government has some role
in looking at what that capacity might be?
Mr Everitt: Yes. I think one fully acknowledges
that Government has a role in looking at what the
capacity should be. What I am saying is that, in the
United Kingdom at the moment, we have, what,
four outstanding container port development
proposals. It is important, as I see it, that those
applications are determined obviously in a
democratic way but as quickly as reasonably
possible, because they are designed to enable the
UK to meet the demand for container terminals.

Q610 Mrs Ellman: Do you think it is necessary to
have the bulk of the expansion in the Greater
South East?
Mr Everitt: I think we are in a good position, that
the four applications are three in the regions, one
in the South West, one in the North East, one in
the North West and one outstanding in the South
East, with a second potential development in
Southampton. I think you have heard evidence
from the shipping lines that the larger ships will
make only one call in the UK and they will want
to deviate for the minimum distance from the main
shipping routes, if they are serving the UK and
mainland Europe, which is what they all do. I think
it is inevitable that a significant proportion of that
capacity is going to be in the South East, yes.

Q611 Mrs Ellman: Would you agree with that
evidence, which was given, that statement?
Mr Everitt: It sounds logical, I have to say. It
sounds logical, trying to look at it objectively, that
if you have got 20%, 25%, of your capacity of a
ship being delivered to one country, you will want
to minimise the deviation. What I think is
interesting, in the industry, and I think that came
in other evidence to you, is that perhaps some
smaller ships will serve discreet markets, and indeed
perhaps Liverpool has a market of its own in terms
of the North Atlantic. I do not think it is all in the
South East but I think your question was will it be
largely in the South East.

Q612 Chairman: You do not think it is a non
sequitur; are there not a number of assumptions in
your comment? Really you are saying “Everything
is sold in the South East therefore it is much easier
to dump it in the South East, we don’t have to
transport it, so very few people buy anything north
of Birmingham”?
Mr Everitt: No. I am not saying that at all. Where
I thought the evidence that I have read sounded
pretty convincing was that if you are operating a
large ship and you are putting 20% of the capacity
into the UK, and by definition 80% into other parts
of Europe, you will want to make the minimum
deviation from the shipping routes that you are on.

Q613 Mrs Ellman: If capacity in the Greater South
East was limited, what would be the consequence?
Mr Everitt: I think, inevitably, you would see that
the larger ships would miss the UK and we would
increase transhipment out of the main European
ports. I think that is almost inevitable and I think
the disadvantages of that have been put to you
already, in terms of cost and time.

Q614 Mrs Ellman: Is there any evidence that would
happen, or is it a statement of opinion based on
what companies find easy?
Mr Bell: You have seen the evidence already,
because it has been happening for the last several
years, with capacity constraints, for example, in
Southampton, and I believe in Felixstowe and
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other deep-sea ports, where cargo which had been
handled there in the past has migrated to the
Continent, so it has happened already.
Mr Whitehead: Everyone assumes that, for ever,
trade is going to come into the South East, and
probably that will not happen in the future, because
there are already great strains in the South East
with getting permission. We have seen that Dibden
Bay was a “No”. There were two developments
which came forward which have been highly
conditional, minded consents, dependent on
investment in infrastructure. The South East, as
Mr Eddington keeps saying, is highly congested. In
a sense, the market is pushing development in all
kinds of directions. That, factored in with what the
shipping lines want to do, will produce possibly a
radically diVerent situation over the next 10 or 20
years. I do not think we can always just assume that
everyone thinks it will just pile into the South East
and everyone is happy with that, necessarily. I
think there could be quite radical change.

Q615 Mrs Ellman: What do you think might
happen, if capacity in the Greater South East
was limited?
Mr Whitehead: If I knew, I would put money on
it, because this is the great question. It could be
either fed over, as my colleague has said, and we
are told in the Policy Review we need 7,000 extra
metres of quay space to cope with this container
traYc; it could be taken to Rotterdam, or wherever,
and fed over. We could find that container ships go
to the north. This is the market working its way
through and it is diYcult to predict, but there is an
element of protection for the South East because
of the diYculties of getting consents.

Q616 Mrs Ellman: Do you agree with MDS
Transmodal’s demand forecasting?
Mr Everitt: The problem with forecasts is the
problem with forecasts. I think we would say,
broadly, they have done a reasonable job.
Certainly, if you look at the other forecasts that
seem to be around, in the early years at least, they
would suggest that they may be slightly on the low
side, but, as a basis for moving forward, I think
they are as good as you are going to get.
Mr Bell: We are focusing to quite some extent on
containers, and there are the other commodities,
obviously, covered by the forecasts. Certainly our
impression was that coal forecasts, for example, are
probably significantly too low; the forecast for
imports is lower than is likely to take place.

Q617 Chairman: On what do you base that?
Mr Bell: The forecast figures give numbers for UK
coal production, which I think, to be frank, were
out of date even before they went into the forecast.
To the extent that UK coal production is less, it is
inevitable there will be more imports, I would
suggest.

Q618 Clive EVord: If I may come in on what
Mr Whitehead said, that we cannot predict what is
going to happen in the next ten years, do I take it

then, from that, you are contradicting what
Mr Everitt was saying, that it is not unlikely that
the very large ships will use ports outside of the
Greater South East if the development takes place?
Mr Whitehead: I think it is unlikely that very large
ships, under present conditions, will go further
north. All I am saying is simply that you are filling
up a pot, at the moment, which is going to burst
at some stage, for various reasons, and then what
happens after that, whether it is fed over or whether
it comes over in containers or whether it comes
over as ro-ros, is another big issue and whether we
need ro-ro expansion to cope with that. There are
a number of scenarios. We are really at quite a
pivotal point here, in the way that trade is going
to develop.

Q619 Chairman: This is why, actually, Mr
Whitehead, we desperately need some indication of
how far ahead the ports industry thinks, and I am
using the term “the ports industry” because,
frankly, that is what we need to know. When all
the ports of both the east coast and the west coast
of America got completely congested, the industry
had to look for alternative methods with the speed
of light, not that it did so noticeably. What we want
from you is some indication of what the British
reaction would be if all of the ports in the South
East became so congested, were unable to carry the
larger traYc, you had not thought far enough
ahead, there were not planning applications being
completed which allowed you to do the new deep-
water ports; what would the industry do, what
would we stop importing—or put it all in ’planes?
Mr Sangster: The short answer to your question, if,
and you are suggesting, none of these developments
goes ahead, is that we would have a lot of traYc
moving on ro-ro ships around the UK and our
roads would be even more congested with
containers on lorries than they are today.
Mr Whitehead: I will stick my neck out then, and
you are talking in rather doom-laden terms. I think
the industry would cope with it, because there
would be capacity. In one way or another, that
trade has to come into the country and there are
ports which would take that trade, either in smaller
containers or in ro-ro traYc, in one way or another.
Certainly, the prospect of that trade would be a
tremendous stimulation to new building and new
money coming in. Without wishing to be
complacent, I am convinced that the industry could
cope with that.

Q620 Chairman: I see; perhaps you were not quite
as courageous as I expected. Do you think we could
grow the ports business in the Greater South East
as well as in the other regions, and how would we
do it?
Mr Everitt: I think the growth in the South East
is, to some degree, fairly well signposted now, with
the Felixstowe South development approved, the
Bathside Bay approved and the Government
having now indicated that it is minded to approve
the London Gateway port development. In that
sense, I think there is a very clear direction for



3524742036 Page Type [O] 22-01-07 09:45:17 Pag Table: COENEW PPSysB Unit: 1PAG

Transport Committee: Evidence Ev 161

6 December 2006 Mr Richard Everitt, Mr John Dempster, Mr Ted Sangster, Mr David Whitehead and Mr Ken Bell

deep-sea container development in the South East.
I think the challenge for the South East is how
the road capacity is used to support those
developments and how the rail capacity is
developed to support those developments.

Q621 Clive EVord: What would be your preferred
mode of transport from the ports; would it be road,
would it be transhipment or would it be rail?
Mr Bell: I would suggest that ports are seeking to
oVer freedom of choice to the customer, so it would
be all three of those. The problem at the moment
is that the roads, as we know, are increasingly
congested. The rail network, there are capacity
constraints, there are gauge constraints; it would be
helpful, obviously, if those constraints could be
removed. The fundamental point, I believe, is that
the cargo owners, the people involved with the
cargo, should be able to use the mode of transport
most suited to their needs.

Q622 Clive EVord: You represent an organisation
which has ports all over the country. Are there
diVering needs in diVerent parts of the country;
could you contribute, for instance, to a solution to
these problems by recommending the development
of southern ports? What is the solution that, as one
of the organisations within the industry, you are
suggesting?
Mr Bell: One of the solutions, at least a partial
solution, is to enable an increased amount of feeder
traYc of containers around the UK. We have
been discussing deep-sea container developments,
whether that is in the South East or elsewhere. The
ideal, for me, is to provide the container capacity
in the South East, but customers who wish to
deliver their cargo to northern ports by feeder ships
should have the capacity to do so. In this last
month, a feeder berth has been opened at ABP’s
Port of Southampton, and that is exactly what
will happen.

Q623 Clive EVord: Does anybody else have any
comments on alternative modes of transport? Do
you think the Government is doing enough to
encourage modal shift, from roads to rail, or other
forms of transport?
Mr Whitehead: I think one of the ways to
encourage modal shift is to price the modes
properly, and that is a good start. Shipping ports
pay for themselves; rail is subsidised to a certain
extent and road does not properly cover its own
costs. The other way is to charge properly and
make people face up to the costs that they generate,
and that might produce then some extra business
for coastal shipping, but, with the best will in the
world, it is a tough call to increase coastal shipping
with competition from road and rail.

Q624 Clive EVord: Do you think that the
Department for Transport should carry out a study
on modes of transport from ports, and would you
contribute towards it?

Mr Everitt: I think the answer is we would
contribute, but I am not sure what the study would
tell you ultimately. I would agree totally with
David. I think the price signal is the important
thing, and as we move to an era of road charging
I think then you would get into a better position to
increase coastal shipping, which I think does have a
role and will have a greater role to play in the
future.

Q625 Clive EVord: You think that the solution to
the problem is fiscal measures which increase the
costs of road transport and therefore the market
will move and pick up the excess capacity by
transhipment?
Mr Everitt: I think you will see that, to some
degree, through fiscal measures. I think you will see
it through other measures too. Ken has talked
already about the work being done in Southampton
for transhipping around the UK and Irish coasts,
and of course we see that already too in Liverpool.
I think these are reactions to some of the diYculties
of moving through either the road or the rail mode.
Chairman: I see; so, frankly, what we want is
laissez-faire precision. Mr Scott, on safety.

Q626 Mr Scott: Can you tell us why it is still
diYcult to get accurate figures for the numbers
employed in the ports industry and the level of
accidents occurring?
Mr Sangster: I would suggest it is not diYcult, but
perhaps what you are referring to are diVerent
figures being produced from diVerent sources.
Within the industry, we have Port Skills and Safety
Ltd, which is a trade association, which has a
specific purpose, focusing on skills and safety. That
organisation produces information related to safety
and also to the number of employees. We are aware
that diVerent measures and diVerent sources
produce diVerent figures, and these range from
employment in the ports industry, from 20,000-odd
to, in the wider industry, 74,000. In respect of
safety, however, the positive thing is that the
trends, in terms of measuring accidents over the
past number of years, are all positive, in that they
are in a downward direction, no matter from which
source they are derived.

Q627 Mr Scott: Do you think it is desirable that
Port Skills and Safety Ltd, who monitor it, are a
voluntary organisation, or do you think it should
be compulsory, an organisation monitoring safety?
Mr Sangster: From the way that Port Skills and
Safety is set up, it is, by definition, a voluntary
organisation, it is a trade association, in which
member companies come together for the benefit
that they get from that organisation, from their
membership of it. In so doing, it serves the needs
of its members, which are to provide a particular
focus, to assist members to be more aware and to
provide advice and guidance on managing and
applying the skills and safety measures throughout
its membership.
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Q628 Mr Scott: Forgive me: is that, yes, you do
think it is fine for it to be voluntary, or, no, you
do not?
Mr Sangster: In answer to your specific question,
it is not appropriate for Port Skills and Safety to
have a regulatory role, because it is not that sort
of beast, if you like.

Q629 Mr Scott: Do you think an organisation to
improve safety measures should have that role?
Mr Sangster: Within the ports industry, I think
PSSL works extremely eVectively. The regulatory
framework within which we operate as a port
industry is very tight, and there are organisations,
regulatory bodies, such as the HSE (the Health
and Safety Executive) and the Maritime and
Coastguard Agency, which do impact upon that,
which perhaps provide the flavour of that sort of
approach which you are indicating, or testing as to
whether it would be appropriate for PSSL.

Q630 Mr Scott: Obviously, the relationship, with
them being a voluntary organisation, can be
sometimes quite cosy, one could say. Do you not
think it would be better that there would be an
organisation completely separate, to monitor
safety aspects?
Mr Sangster: Surely that is the role of the HSE (the
Health and Safety Executive) and also, in a
particular context, the Maritime and Coastguard
Agency.

Q631 Mr Scott: What could be done to improve
the safety for port workers?
Mr Sangster: That has been done. What is
continuing is significant. Probably you will be
aware of something the industry identified and
embarked upon, called the Safer Ports Initiative,
which was the industry coming together,
recognising the perception and the reality of less
than adequate performance and identifying means
to improve that performance. Since they have
targets, since they have a timescale to achieve those
targets, and did so, the rate of notifiable and serious
accidents reduced from 4.2 per 100 employees
down to 2.6, well within the timescale which had
been set by the industry. In that sense, it is an apt
demonstration of the way in which the industry
accepts its responsibilities and is prepared to work
on those. I would make the point also that the
industry now is identifying a follow-on from that,
which has the rather pedestrian name of Safer Ports
Initiative 2, which the application of them means
to drive down and provide the focus and provide
the briefings, and the guidelines encompassed
within SPI 1 have been incorporated and this time
are being taken into account, with significant work
done on a qualifications framework, which has
been revisited for all port activities and revisited in
such a way that the safety agenda and the safety
issues within that are given much higher
prominence than they were before.

Q632 Mr Scott: Do you think your workers are
safe?

Mr Sangster: As a port operator and with our
involvement in a trade association, I believe that
the ports industry recognises its responsibilities to
safety.

Q633 Mr Scott: I am sorry to interrupt you, but
just a yes or a no will suYce on this one?
Mr Sangster: You are seeking a black and white
response to a situation which is not black and
white. There are accidents and incidents which
happen within the ports industry, we all recognise
that. What I am suggesting to you is the fact that
we recognise that and that we have demonstrated
our recognition and our ability to work to drive
those down is a positive indication.

Q634 Chairman: I think what you need to tell us is
that the Port Marine Safety Code is as eVective as
the Department thinks it is?
Mr Sangster: I have, long ago, given up my guilt
complex about the Port Marine Safety Code,
because that was brought in as a result of the Sea
Empress, in the report. I believe that the Port
Marine Safety Code has been and is of significant
benefit to the ports industry and the shipping
industry using our ports as well.

Q635 Chairman: However?
Mr Sangster: However, as in all such areas, there
are areas of improvement.

Q636 Chairman: Is it eVective or is it not eVective?
Mr Sangster: It is eVective; it could be, of course,
more eVective.

Q637 Chairman: It could be compulsory?
Mr Sangster: It would be a very foolish employer
who said that things could not be improved.

Q638 Chairman: Should it be compulsory?
Mr Whitehead: No, is the answer to that.

Q639 Chairman: Why not, Mr Whitehead?
Mr Whitehead: The Port Marine Safety Code
covers about 600 ports, of all diVerent types. Under
the Code, they have to produce their own plans,
they have to sign oV compliance with the Code,
they have to have the plans approved, and so forth;
the MCA then will verify those plans. What we are
talking about now is possible powers so that the
Secretary of State, where a port is not performing
properly, in terms of navigational safety, can come
in and intervene in that. That is an alternative, if
you like, to having a compulsory Port Marine
Safety Code. What we would like is having a Port
Marine Safety Code at the current status but
possibly with more powers for the Secretary of
State, if he feels intervention is necessary.

Q640 Chairman: You do not have to comply with
a set of standards routinely, which are upfront and
clear to everybody and which are compulsory, and
you give to the Secretary of State the power to
intervene only when something has gone wrong?
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Mr Whitehead: What would be terribly wrong; to
get to that stage, there would have to be a
breakdown in what the port was actually doing.

Q641 Chairman: Is productivity in UK ports lower
than in European ports?
Mr Everitt: I think this is a very complicated
question. I have looked at the basic costs of
container operation in the UK compared with the
major ports in Europe. Remember, the UK ports
are quite small, relative to the European terminals.
We seem to be at about the average, and I think,
as we have to meet the full costs in the UK, that
suggests we are pretty productive.

Q642 Mrs Ellman: Is the “known shipper”
system secure?
Mr Everitt: I think the “known shipper” system is
operated fundamentally in the aviation sector, not
in the shipping sector; it is a very complex issue to
try to work in an area where 95% of our cargo is
carried by sea. It is something which certainly
happens for goods going on aircraft, but not on
ships.

Q643 Mrs Ellman: Are you saying that it does not
happen at all, by sea?
Mr Dempster: There is a proposal from the
European Commission for a Directive which would
seek to apply something similar to the “known
shipper” system in marine transport. As Mr Everitt
said, it was designed for aviation where the volumes
are low and the value is high and it is comparatively
easy to operate. It seems to us, it will be much more
diYcult to apply a system of that kind in marine
transport.

Q644 Mrs Ellman: Do you think there is suYcient
screening of cargo?
Mr Dempster: There is certainly extensive screening
of cargo. We work closely with TRANSEC, the
Department for Transport’s Security Department,
and ports have had to invest considerably in extra
facilities in order to comply with the International
Ship and Port Facility Security Code, and, as far
as we know, TRANSEC are satisfied with the
measures that are in place.

Q645 Mrs Ellman: You mentioned delays in the
planning system and its operation. Do you think
that the Planning and Compulsory Purchase Act
2004 will help? That allows public inquiries to go
ahead in parallel on major infrastructure projects.
Mr Everitt: I think we are in early days with that
and we will see. I do not think that any of us is
currently operating under that. That was obviously
a very big piece of work to try to improve, or speed
up, the system; so we will see.

Q646 Mrs Ellman: Are the ports able to operate
within environmental restrictions, or are there
restrictions and impediments?
Mr Everitt: I think ports are very good examples
of the balance within sustainability of working in
some pretty environmentally-sensitive areas. There

are certainly parts of the legislation, particularly
coming from the Directives, which are proving
very, very diYcult and, I would think, are counter
to the overall environmental objective. I am
thinking here of how we deal with dredging
arisings, which we can use beneficially in certain
cases but seem to be treated in the UK as waste;
that is not the case in certain other European
jurisdictions. I think we do have a problem, and
we have raised this with the Davidson Inquiry, with
what we would call a gold-plated interpretation of
some of this legislation; but, overall, I think ports
are a very good example of industrial areas within
environmentally very sensitive locations.

Q647 Mrs Ellman: What can you tell us about the
ESPO Environmental Code of Practice?
Mr Whitehead: I wrote it, so I think it is a
wonderful document.

Q648 Mrs Ellman: Do you think it is a good piece
of direction?
Mr Whitehead: It sets the standard for the whole
of the EU and it is interesting comparing the two
versions. The first version is a very mild thing, it
came out about 10 years ago, and it shows the
advances we have made, because the version which
came about two years ago is really about
identifying environmental indicators, reporting,
carrying out monitoring of areas, and so forth.
There is a much greater level of sophistication in
the way in which ports have approached the
environment. We are also getting better, I think,
before inquiries take place, at dealing with
compensation and mitigation issues; it is something
we have learned with some diYculty over the years,
but I think we are getting a lot better at it, because
you have to, eventually. Yes, there is a lot of policy
there; there is a lot of good, basic, standard practice
on the environment.

Q649 Mrs Ellman: Would you say that Code deals
with the issues, deals with the potential conflicts
between the environment and other areas?
Mr Whitehead: It shows you a way of managing a
port in an environmentally-responsible way, which
we would hope then avoids conflict in the future.
It is all about good, sound management.

Q650 Chairman: What about cold ironing,
gentlemen; what are you doing to encourage it?
Mr Dempster: Cold ironing is an arrangement
whereby ships close down their engines when they
are in port and draw their power supplies from a
shore-side power supply.

Q651 Chairman: What are you doing to
encourage it?
Mr Dempster: We are certainly looking at it, but it
has a lot of diYculties, not least because ships
electrical systems are far from compatible with the
shore-side electrical systems, and extremely
expensive equipment is required to convert it.
There is also an issue of whether, in fact, it does
improve the CO2 emissions, because if the
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electricity from the shore-side is generated by a
coal-burning power station it does not follow that
by substituting you have actually contributed
anything towards a reduction in CO2 emissions. It
is an issue which has been raised fairly recently by
the European Commission and it is certainly one
that the industry will be thinking about further.

Q652 Chairman: Do you think it is a good idea to
have ports police?
Mr Dempster: I think it is a matter for the ports
themselves to decide. A number of ports do have
their own police forces; the majority, I think, do
not. I think it is for the port to decide, in relation
to the nature of their business, the nature of their
activity, whether it is appropriate to have a
uniformed police force or to rely on the local
police force.

Q653 Chairman: You did say, Mr Dempster, you
work well with TRANSEC, did you not?
Mr Dempster: I did.

Q654 Chairman: Are you confident that the existing
National Maritime Security Programme is actually
working well; is it robust?
Mr Dempster: We have no reason, I believe, to
think otherwise. We have to rely on TRANSEC for
advice on the existence of the threat and its nature.

As I said, we understand that they are satisfied with
the arrangements which the industry has put in
place.

Q655 Chairman: Do you think there is a serious
threat of terrorist attacks at UK ports on vessels
entering or leaving?
Mr Dempster: We are advised by TRANSEC that
currently the level is low. We are not in a position,
obviously, to have our own view on that, but there
is no reason to diVer.

Q656 Chairman: You mentioned briefly other
Directives. Does somebody want to give us a very
short exposition, or note, of which ones they are,
which ones are likely to be particularly damaging?
Mr Everitt: I think, for us, certainly the Waste
Directive, and its interpretation, which is a much,
much wider issue than just ports but is important
for ports in terms of dredging, is very much on our
agenda. The Water Framework Directive, where a
great deal of work is going on at the moment, in
terms of river basin management plans, I think is
an unknown quantity at this stage. It seems to have
been designed primarily for inland waterways, and
the consequence of that is its application to
estuarial waters is diYcult, and that raises issues of
understanding sediment and the role of sediment,
as but one example. Those I think are the two, at
the moment, on which we would be focused
particularly.
Chairman: Gentlemen, you have been very
informative and helpful. Thank you very much
indeed.
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APPENDIX 1

Memorandum submitted by Mr T Martin Blaiklock

My comments focus on:

(a) the ownership of ports in the UK; and

(b) the impact of ports on regional development strategies.

(a): Ownership

(a): 1. A review of the current ownership structure of the main UK ports shows that they are either
owned and controlled by:

— private individuals through family-controlled companies, albeit those companies may or may not
be quoted on some stock exchange, (eg (a) Peel Holdings for Liverpool, Heysham, Clydeport and
Medway; and (b) Hutchinson Whampoa for Felixstowe, Harwich and Thamesport); or

— private equity funds, which invariably are limited liability partnerships which, like private
companies, do not have to: (a) publish annual reports; and (b) disclose the investors they represent,
(eg PD Ports for Teesside; and “Admiral”, a private equity consortium for Associated British Ports
UK port portfolio). Furthermore, such funds are often domiciled in oVshore tax-havens,—one
does not actually know, as the accounts are not available,—so as to minimise tax and to be beyond
public scrutiny, accountability and normal corporate governance; or

— government investment funds, directly or indirectly, which like private equity funds may be based
oVshore behind brass plates in a tax-haven (eg Dubai Ports acquisition in 2006 of P & O, for
Tilbury and Southampton). In addition, such funds may in certain circumstances claim sovereign
immunity, and hence fall beyond any UK jurisdiction. Finally, it may well also be the case that
there is no reciprocity for UK companies to own or invest in public service assets in the national
jurisdiction of said government investors.

The above-mentioned ports represent the main points of entry and dispatch for much of the UK’s imports
and exports. For a nation surrounded by the sea and with a long maritime heritage, is it not extraordinary
that ownership and control of our main port assets reside in inaccessible, non-transparent, unaccountable
and, often, foreign hands? No other nation or government I know would tolerate such a situation.

There is no question in my mind that such investor groups, as described above, are primarily financially-
driven in their purpose and decision-making. Their loyalty is first and foremost to their shareholders or
clients. After all, they are capitalists. Many are opportunistic in nature. Strategic, (UK) national or public
interests are secondary to their aim.

(a): 2. There has been a trend in recent decades for financial markets to judge companies by their
performance year-on-year and not over a period of, say, five to 10 years. Likewise, executives in these
companies,—and indeed in those financial institutions who advise them,—are invariably incentivized by
bonuses calculated by short-term (eg annual) gains rather than long-term criteria. Such a financial strategy
may be acceptable for a company selling consumer goods or services, but the same cannot be said for ports,
where the business may quite well represent an eVective regional monopoly in the UK or of long-term
strategic interest to the nation.

Public service provision, including ports, requires long-term quality management, financing, and
economic stability to be successful.

Hence, whereas the Government, port users and public may be comfortable with the concept of the
private sector investors making an “honest” return on their investment from port operations, there remains
an inherent conflict between owners of such public service assets, who are essentially seeking short-term gain
and users/consumers who seek long-term quality service. This is a consequence that the privatisation of UK
ports has unwittingly created.

A totally free and unfettered market for ports to most, if not all, governments, bar the UK, is seen as
unacceptable. Internationally, one questions the rationale for the UK to be “the odd man out” with respect
to ownership of their national ports.

(b) Regional Impact of Ports

(b): 1. As a project financier in infrastructure, I am only too aware that the provision and cost of
adequate infrastructure services for ports can easily match, if not exceed, that required for investment in the
port assets themselves.
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In addition, whereas ports may compete internationally for trade and/or transit traYc, within a given UK
region, specific ports may often represent a form of (private sector) monopoly. For many users, there can
only be one choice of UK port for trade, a choice governed not only by location, but also the availability
of eVective infrastructure.

In recent years we have seen the impact of the planning process on developments at Southampton and
for sites in the Thames Estuary, and the public profile and concern that was expressed with respect to these
developments.

It is clear, therefore, that there is a “public interest” component in such decisions, not least because the
Government-of-the-day has to initiate by law the development of adequate infrastructure facilities, whether
operated by the public purse or through a private (eg PPP-type) concession. One questions, therefore,
whether the preservation of the public interest is feasible and/or possible when the ports themselves stand
outside normal UK corporate governance and accountability? I perceive not. Not only that, but such
unaccountable port investor groups benefit directly from public investment in infrastructure, without any
perceived reciprocity to public consumers or the Exchequer.

(c) Some Recommendations

Money can be considered as fungible: cash is cash, wherever it may come from. Many governments and
investors accept this view, not least HM Treasury, viz the current ownership structure for UK’s ports,
described in (a) above. However, just as money is fungible, the ownership of such money and how it is used,
ie control, is equally important.

Given the status quo on UK port ownership and to ensure that “the public interest” and strategic interests
are sustained in future, I would recommend:

(a) all UK port operators with a turnover exceeding, say, £5 million per port, should be required to
publish/make readily accessible each year, ie on the internet, their Annual Report for their UK
operations;

(b) such Annual Reports should specify the beneficial owners and domicile of controlling shareholders
or investors who hold more than 5% of the company;

(c) such Annual Reports should specify the structure of the equity and any mezzanine capital
employed. eg the values of shareholder loans, if any, etc;

(d) controlling investor groups (ie investors holding more than 30%) must be prepared to meet and
sustain a “fit and proper person” test as part of their continuing licence to operate a specific UK
port; and

(e) as for power and water service companies (ref OFGEM/OFWAT), a “ring-fencing” mechanism
covering capital distributions be introduced, so as to ensure that the port operators have adequate
financial resources at all times to meet new investment programs, public liabilities not covered by
insurance and contingencies.

None of the above requirements should impact at all on the ports’ commercial activities, operations and
the services provided. It should, however, introduce a necessary element of transparency to the operations
of UK ports and sustainability with respect to their impact on the public purse.

18 September 2006

APPENDIX 2

Memorandum submitted by CTC

The CTC has since 1878 provided a voice for cyclists in shaping transport policy and provision, and today
represents some 70,000 members and aYliates mostly based in the UK. The use of the bicycle as transport,
and its value as a complementary mode to public transport are key areas in which CTC and its members
press for recognition and implementation of policy and projects. We will additionally comment on transport
issues arising where the amount of traYc in another mode may be increased or decreased with a resulting
eVect on access to cycling and the ability to use a cycle without impediment—for example in this instance
increased HGV traYc on local roads due to development of a small port without rail or water connections
for onward movement of freight.

We will thus focus on two parts of the list given in the announcement, and on the assumed definition of
“ports” as seaports, although many comments relate to airports and might even be considered to extend to
international rail-ports.
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Is Surface Access to Ports Adequate? What is Best Practice?

The answer to the first question is no as we have examples of having no surface access to the port for cycles
and pedestrians.

How can Ports Reduce their Environmental Impact? Should there be a Duty on all UK Ports to
be Carbon-neutral?

The answer to this for passenger travel has to recognise that it is the passengers that should be counted
and not the vehicles, (with a similar caveat for freight which is more closely followed) and highlight the many
ports which have a very narrow focus on the range of modes available to access them, providing not only
a strategic weakness in how passengers and freight can be moved through the port.

Surface Access—a Basic Test and Compliance with Treaty of Rome

Cycling is a major activity for Sport and Leisure, and 2007 will see a major sporting event in SE England
attracting a substantial number of spectators, many following the event by bicycle and seeking to cross from
France to England. This is in addition to the increasingly popular cycling holidays, which for “near”
destinations are often taken through cycling directly from the port.

To this we add a group of combined sport/leisure holidays and events including downhill mountain biking
and Ironman/triathalon challenges. Early in 2006 a change in airline travel requirements threatened the
downhill MTB industry with a potential loss of several millions of pounds of business, both outbound to
Europe and inbound to the UK’s own growing number of MTB centres, and we have noted that the refusal
of an airline to accommodate the 200 or so UK competitors for an ironman challenge has set most of the
bikes and competitors to travel by surface modes.

The ability to make such journeys freely between EU member states from any port to any other port
delivers the very basic requirement of the Treaty of Rome, that individuals can pass freely between member
states without social or economic barriers to their ability to do so. To us it is thus an elementary detail for
port access that it should be possible to join any public ferry service as a pedestrian or a cyclist, and without
any discrimination also against those with reduced mobility.

To achieve this we continue to press for access to all routes on foot and by bike, and albeit not strictly
within the remit of the Inquiry, that ferry operators meet a minimum standard of clarity and equality in their
arrangements for booking. Noting however that the distances to get from the starting point of an individual
journey to a port, is rarely the sort of distance that most people will normally walk or cycle, it follows that a
connection through public transport from major population centres is also needed, and that this connection
should be available for pedestrians and cyclists, by bus, coach tram or train as appropriate.

It should additionally be possible to book the ferry crossing with no obstructive barriers or conditions,
for the passenger regardless of the mode they choose. Research by TRL (and proof in online polling) shows
that the cycling community is very strongly online, yet not all operators oVer online booking for all classes
of passenger—most notably Stena, Irish Ferries, and Brittany Ferries have categories for all classes except
bicycles. has The online booking systems of P&O and LD Lines are far superior to those oVered by Brittany
Ferries, Stena, and Irish Ferries in this respect, as they have a specific booking category—Bicycle as well as
that for Foot Passenger, although for P&O we are seriously disappointed and inconvenienced by the block
on both categories for their Liverpool-Ireland services.

This deficiency is claimed to be because there is no facility to travel on foot or bicycle from the dock gate
to the berth, but quite patently if there is dry land to drive a motor vehicle between these points there is
equally the basis for walking or cycling, and the coastal ferries of the Highlands and Islands largely operated
by Caledonian MacBrayne show that there is no impediment to using the linkspan or ramp to bring all traYc
on or oV the boat.

Thus a key plank in the platform of ports access policy and delivery of EU integration has to be the ability
to walk or cycle to join a sailing at any public passenger ferry port, and ideally that all ferry routes should
be available to passengers on foot of cycle.

Additional to the basic connection to the boat using modes most appropriate to relatively short local
journeys, there is a need to deliver such passengers by public transport to the ports. In the past, when car
use was low, every port provided a railhead to deliver passengers and freight to the quayside, or close by.
We seek to have this delivered to the port for key strategic routes, and suYciently close to the port for other
destinations. It is not just the delivery and collection of passengers making a sailing, but for many freight
flows the eYcient use of on-board space means that drivers have to travel to a port and collect vehicles

We thus wish to see a strategy which permits access to all major ferry ports for pedestrians and cyclists,
with the provision additionally of a public transport link to a National Trunk network. This might take the
form of a direct coach-service link to a rail node or major city (eg Stranraer—Carlisle—providing an
alternative and additional cycle capacity to the option of going via Glasgow or Kilmarnock) or a direct rail
line with an inter-city service, as we have suggested for Harwich—extending the Stansted and Cambridge
services with a “main-line” standard of train, better suited to travellers with luggage etc than a local
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commuter train. CTC members in S Yorkshire and E Midlands report that they had used the previous boat
trains from SheYeld and found considerable problems in booking a route which avoided London and saved
time. Even those from Oxfordshire would have used such a route, as the day sailings are eVectively denied
to those with cycles, because the trains from London have heavy commuter loadings and have a cycle curfew.

Other ports such as Heysham, and to some extent Dover Eastern Docks present a barrier of a roads
network set out for large vehicles moving at speed, although in these locations there is no actual ban on
cycling, only a severe deterrent eVect of traYc. Heysham additionally does have a service to Northern
Ireland, saving substantial land travel for the cyclist but not available to other than commercial vehicles
creating the closed loop of demand for an enhanced major road access programme which makes it more
diYcult for pedestrian and cycle access to the boat. Elsewhere Ports such as Ramsgate, and Liverpool/
Birkenhead ban cyclists from riding to the quayside and in eVect ban cyclists and pedestrians from using the
ferry—if you have not got a car you can’t sail—a major element of social exclusion, and possibly contra to
the aspirations of the Treaty of Rome.

Environmental Impact

The Carbon Neutral Question should really be refocused to highlight the delivery of passengers to boats.
Ferries can deliver large numbers of passengers in a highly consolidated block. The resulting demand for
road capacity for very short periods leads to either vast interchanges and dispersal routes which lay idle and
empty and cost a considerable amount to build and maintain, or traYc seizure in places like Newhaven (with
equivalent eVect in Dieppe) as traYc queues to get on the boat and queues to get away. For purely strategic
reasons the ability to deliver a boat-load of passengers with just a couple of trains, or 15–20 coaches, is a
vital detail, especially if circumstances act to prevent movements by air or use of the Channel Tunnel, or
there is a major requirement to move personnel from the UK to mainland Europe or Ireland.

The economic eYciency of moving passengers with the low land take of a rail connection is a greatly
missed feature at Dover, where the connection between Eastern Docks and the railway (Dover Priory) is
not particularly user friendly, and available on demand, as a connection made on foot would be. Harwich,
as noted puts passengers mainly onto local commuter trains, rather than providing stock which is
appropriate to passengers with luggage, and thus naieve first time passengers find themselves crammed in
with ever growing numbers of commuters at every station stop with certain sailings (eg the overnight—
morning arrival). A recent development which saw a party receiving a £400 refund was when the Dutch Flyer
fare oVer was refused to cyclists, because cycle spaces linked to the inclusive rail-sail-rail fare could not be
guaranteed.

Similar issues will apply to many South Coast Ports. In our submission to the consultation for the New
Cross Country franchise, we make the point about serving key ports such as Hull, Harwich, Portsmouth
(used To have XC services), as well as inter-airport links so that the high volumes of passengers likely to be
stranded at airports can switch to a service which connects to main long-haul rail routes without overloading
local commuter networks. This in turn provides the reservable space services which really are essential to
guarantee a ferry connection for a holiday outside the UK.

Recent developments are prompting many to return to sea crossings (and Eurostar) for getting to
European destinations in place of flying, and we suggest that ferry ports should prepare for increased
demand from those displaced by hold baggage restrictions—BA is imposing a dimensional constraint which
eVectively makes it impossible to take a bike on a flight (and this will aVect other sporting equipment and
musical instruments) Ryanair has a policy to deter and ideally eliminate all hold baggage. The securing of
cycle and pedestrian access thus connects for an existing market, and a potential for moving significant
numbers in or out of the UK—a detail which we might find useful to test with major events such as the UK
start for le Tour (de France) in 2007 and presumably the rehearsal events leading up to the 2012 Olympiad,
where these involve mass interest outside the British Mainland.

Dealing Briefly with Other Questions Raised by the Inquiry

Whilst Ports can and will have a variety of owners and operators, we believe that issues on access and
practice for handling cyclists could be refined to a best practice standard to deliver against, resolving the
issues noted previously.

We recognise that unless there is a radical change in modal split the cycle element of ferry traYc will not
form a major percentage of the total traYc, but it can and could grow to a significant one, especially on
key routes.

Where passengers are not taken out of the immediate area of a port by bus, coach or train, or use a private
car, there is a local “spill” eVect, where those on foot or bicycle will arrive in good time for sailings, and
seek-out food and possibly accommodation with a similar eVect on arriving. In the immediate regional area
of a Port there is thus a strong potential to service the non-motorised traveller as an economic benefit.

Cycle-carrying ferries from smaller ports are often vital links in a tourism context, but equally some
opportunities are lost or missed through the services being “invisible” to a general search by the average
member of the public. There is a need to know of these opportunities and ensure that the strategies—
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delivering passengers and port workers include cycling to minimise the impact and need for excessive roads
amd parking development at high cost, which may only have limited periods of use, when boats arrive or
depart.

The safety issue has been raised as a reason not to permit cycling to the quayside or berth, whilst other
“passengers on wheels” are allowed to travel. CTC does recognise a need to look at safe operation of customs
sheds, and the steep and convoluted roadways provided for motor vehicles, which may be strenuous to cycle
and tricky to negotiate.

Linkspans have a tendency to be wet and with slots to catch wheels, lane widths can place the cyclist in
conflict with motor vehicles trying to use the same lane, and the low speeds on steep climbs needed to take
a full height truck oV a ferry over an incoming queue of trucks could potentially be avoided by defining a
cycle route without the conflict areas.

StaV and management awareness of cycling needs may also help, an example of this were the bizarre
arrangements for boarding bikes at Rosyth which raised immediate comment when the service began, were
soon dropped in favour of letting cyclists get to the berth and board directly.

4 October 2006

APPENDIX 3

Memorandum submitted by the Irish Business and Employers Confederation

IBEC, the main business representative organisation in Ireland, welcomes this opportunity to present its
views to the Transport Committee on the ports industry, an industrial sector whose performance
substantially aVects trade and economic relationships on these Islands.

In this context, it is important to emphasise both the fundamental importance of trade for the Irish
economy and the significance of trade between Ireland and Britain, as island economies.

It is also important to stress the link between trade expansion and wider economic integration between
adjoining markets. Integration on the basis of investment and labour flows—which is mediated by trading
activities—yields mutual benefits to our economies in terms of promotion of competition, enhanced
consumer choice and income generation.

Looking at the economic fundamentals, the Republic’s trade with Britain and Northern Ireland exceeded
ƒ35 billion in 2005, representing 23% of export volumes. And while, in terms of overall volume of exports,
the Republic ranks as the ninth most important UK export destination, when account is taken of market
size, the Republic emerges as a very significant trading partner, with exports from the UK representing
£2,500 per capita—four times the average for the UK’s top 10 export destinations.

Clearly, it is of vital importance that adequate capacity is available at key ports to handle forecast growth
in freight volumes. The DfT ports review indicates that, for containerised traYc, the projects proposed for
Felixstowe, Harwich and London Gateway are very likely to proceed. As the review indicates, these
expansions are essential if the UK is to compete with proposed major developments in Rotterdam, Antwerp
and elsewhere in Northern Europe. Ireland, of course, will gain from this in the immediate sense that Irish
freight will be facilitated at all of these locations. In addition, the competitive dynamic fostered by significant
capacity enhancements will put downward pressure on port-related charges.

The DfT review also focuses on the UK regional policy impact of investment in port infrastructure.
Clearly, this aspect is mainly an internal issue for the UK. However, the debate on the merits of expanding
transhipment capacity in the North West—or on the Bristol Channel—clearly is of strategic interest to
Ireland.

Similarly, we would submit that development of capacity in Northern Ireland—and possible state
supports for investment—needs to be considered against the backdrop of ports policy in the Republic.

In this context, IBEC has expressed its frustration at slow progress in the Republic in terms approval for
port investment proposals—at a time when capacity bottlenecks are emerging as a real threat to the
eYciency of the freight industry.

Against this backdrop, the main conclusions that we see as emerging from the current UK ports policy
review are as follows.

The volume of freight moved between the two islands is set to grow strongly and in parallel, important
structural changes are forseen. Particularly, LoLo will play a more important role in the future and may even
overtake RoRo as the dominant mode of conveyance between the two Islands. This and other developments,
including the introduction of road user charging and growing environmental concerns, is likely to result in
increases in freight volumes conveyed on rail in the UK. Higher “Irish” transhipment volumes through UK
ports could also act as an additional spur to growth in rail traYc, though this will be heavily influenced by
the impact on the bottom line of rail versus conveyance by ship. However, transhipment via English ports
could also result in increases in truck traYc on UK roads, as an indirect eVect of the location of break-bulk
or distribution activities in England and especially where these are remote from railheads.
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Either way, the forecasts set out in the DfT review indicate that the Ro-Ro mode will remain significant,
maintaining its relative attractiveness based on speed and flexibility. A further consideration is that RoRo
and Rail freight are, in many ways, complimentary modes—an aspect which can be exploited, as shown
decades ago in the United States, where the rail companies introduced the “piggy-back” concept for truck
trailers. This approach has re-emerged in the UK in the shape of the Central Railway proposal for a
dedicated freight link from Liverpool serving Continental destinations via the Channel Tunnel.

IBEC, on behalf of its member companies, would be interested in exploring the merits of this approach
to conveyance of freight to and from Ireland via mainland Britain.

An issue emerging from the ports review relates to the future development of RoRo. The ports review
recognises two categories of Ro-Ro, “mainstream” traYc which is involved in direct deliveries either to or
from Britain plus a “minority” category, which has major strategic significance for the Republic (and indeed
for Northern Ireland)—this is road freight traYc that transits the UK mainland to access markets in
Continental Europe.

Research conducted by the Irish Maritime Development OYce1 (IMDO) indicates that in 2002, 59.5% of
all Irish RoRo freight had a final destination in Britain. Almost all of the balance, which is transit traYc,
was destined for France. A very small residual balance of 0.9% was consigned to the Benelux countries. The
IMDO also quote a DfT report2 as indicating that in 2002, 7.4% of UK road haulage activity was accounted
for by foreign trucks and of this, Irish registered vehicles accounted for 72% of freight volumes. From this
we can conclude that Irish transit freight accounts for on average 0.5% of all traYc in mainland Britain, with
the concentration being somewhat greater on key port access corridors such as North Wales A55.

Clearly the productivity of RoRo is impacted by the performance of the UK trunk road network. It is
clear that investment in roads is not at present a major strategic priority for the UK and in this policy
context, we would submit that Governments need to prioritise investment in port access corridors and
particularly those that form a part of the Trans-European Networks (TENS).

IBEC has drawn attention in a recent report3 to the shortfall in UK investment on road and rail corridors
that form part of the TENS network.

It would also appear that the attractiveness of TENS funding for UK devolved Administrations is limited
by the application of Treasury rules on “additionality”.

Notwithstanding the above considerations, it has been clear for some time that, while TENS is central to
the EU’s policy on transport and economic integration, the measure overall has had only very limited
impacts on investment in infrastructure in some of the member states, including Britain. This raises the
consideration that more might be achieved on these islands by a multilateral, co-operative approach to
funding and development of critical infrastructure that responds more immediately to inter-regional needs
and priorities.

In conclusion, IBEC views the DfT ports review, along with the enquiry by the Transport Committee, as
part of an essential process of restructuring and reinvigorating freight transport infrastructure and services
on these islands. It is clear that business, Governments and elected representatives have a shared objective,
which is to facilitate eYcient, competitive freight transactions as part of a wider process of economic
integration. In seeking solutions, a number of avenues need to be explored by stakeholders. Questions which
need to be addressed include how growth in transit traYc between ports can be accommodated on a
sustainable basis and, as part of this, there is the question of how rail freight services in Britain can be
configured to accommodate this traYc to the maximum extent.

There is also the question of the viability of a transhipment base on the West coast of England to
accommodate trade with Asia. In tandem with this, there are a range of issues which need to be considered
regarding development of RoRo services on the Irish Sea.

IBEC would urge the members of the Transport Committee to support much needed expansion in freight
handling capacity in UK ports and we would ask that consideration be given to the implications for
transhipment from UK facilities of Irish freight traYc which is forecast to grow strongly, at least up to 2015.

Representatives of the Confederation are available at any time for further elaboration or clarification on
the views expressed in this submission.

12 October 2006

1 Irish Short Sea Shipping Inter European Trade Corridors IMDO 2004.
2 DfT Survey of foreign vehicle activity in GB 2003.
3 IBEC Ireland North West—Roads, Tens Corridors & Market Access Submission to the Oireachtas Transport Committee

and to the British-Irish Interparliamentary Body, March 2006.
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APPENDIX 4

Memorandum submitted by Mr R Tedder

I would like to oVer the following thoughts and observation for consideration by the Transport
Committee inquiry called regarding the above subject. I will comment on areas where I feel able based on
over 35 years working within the port industry.

Ownership of Ports in the United Kingdom

Those in the private sector are generally well run being accountable to market forces and investors who
hold managers and directors tightly to account, just as they do the corporate purse strings. We then have
what I would describe as those under some form of Government control, such as Trust Ports, where there
is now proven to be a considerable accountability deficit that is in urgent need of remedy. I will use my own
hometown Trust Port of Dover as a prime example of this.

The port authority, Dover Harbour Board, (DHB) argue the port must expand if it is to cope with “their”
anticipated increase in freight traYc. They have published several plans over the last year or so to this end.
Two involve the port in paying for work outside the dock area that is clearly the responsibility of the
Highway Agency (HA). Questions are being asked as to whether one government-controlled organisation,
the DHB, is being forced by central government to subsidise another, the HA, to keep its own business plan
on track?

The first of these developments for an out of town lorry park, will go to a Public Enquiry because the land
they have chosen is deemed to be of a sensitive nature. The second is an exit road from the Eastern Docks.

In addition to these we now have the Western Dock development. This will have a major impact on the
town of Dover where it will aVect the environment and remove tourist attractions from an area now trying
to regenerate itself. It would appear because this particular work is to be carried out on Trust Port land this
development escapes the similar scrutiny of a Public Enquiry as the lorry park.

There is now the real prospect of DHB being able to push ahead with this development purely because it
is in there own interest so to do. This would never be allowed if the DHB were a Public Company operating
in the real commercial world, a Public Enquiry would automatically be called. It would seem the criteria of
Public Accountability does not apply where Trust Ports and their ambitions are concerned. What they
propose will clearly aVect Dover and its population for many years to come. You now have the prospect of
decisions by DHB having a controlling aVect on the future development of Dover but the town itself having
no reciprocal arrangement with the port. It should also be noted that the port has held a high profile
campaign, full of rhetoric but short of any documentary proof, in support of the Western Dock
development. This is but one reason why a Public Enquiry is now being called for.

With regard to the thorny issue of Trust Port accountability we have the Government issued Modernising
Trust Ports and the more recent Ports Policy Review to consider. Both documents clearly state “a Trust Port
is accountable to its Stakeholders”. It is now proven this is no more than a figment of some civil servants
agile imagination. As an example I will use the Cruise Terminal extension in Dover that took place in the
mid nineties. The Port decided it had to develop the cruise area of its business. Objections were raised but
brushed aside easily due to a total lack of any external justification procedure. In other words they listened
then carried on regardless. Time has shown the proposal to have been severely flawed. The Port will maintain
funds for the development came from their own resources so it doesn’t matter. This is of absolutely no
relevance at all. Money wasted could have been used on other port projects that when they were eventually
undertaken had to be sourced by external borrowings.

For a Port to be fully accountable as required by MTP and PPR Stakeholders should have been presented
with the same documents and arguments, as the ports main board members (Trustees), by port managers,
to comment on. Responses from the Stakeholders should have been sent direct to the Trust Board not the
managers. Trustee Boards contain many good individuals but not always with suYcient experience of port
management. Dover is an example of this. Comments from Stakeholders who operate in this sector can
surely only enhance the Trustees ultimate decision-making process. The belief is that had such a system been
in operation for the cruise development flaws in the proposals would have been spotted by those who live
with the harsh realities of the shipping world—outside Trust Ports.

The final twist in all this is what happens if the project fails, as the cruise extension did, by not supplying
the income and profit stream predicted. How does a Trust Port balance its books? Simple, it only has one
option, put up its rates to existing Stakeholders to cover the deficit. In the case of Dover the majority of
Stakeholders had no interest in the cruise project that failed being involved in ferries and cargo so they have
probably paid for the DHB error. Stakeholders are trapped in a way that would not be acceptable in the
corporate world. You may now understand why there have been calls for Stakeholder groupings to have a
place on Trust Port Boards. And before anyone asks the DfT, who are charged to monitor Trust Ports, have
no power at all to make any intervention in Trust Port related matters. Even the powers of the Minister are
so cumbersome as to be unworkable. To expand on this issue I would refer you to my submission to the
recently called PPR.
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If the above is taken on board it must be incumbent on your Committee to investigate Trust Ports that
as they stand seemingly operate without any form of true accountability. This is certainly not in the public
or national interest.

Will the UK have capacity to meet projected demands?

The short answer is certainly not. When you leave aside what would be regarded as specialised ports that
handle “bulk cargoes” such as coal, oil, gas, aggregates, plus those primarily involved in Ro/Ro operations
and the like you have two sectors remaining, containers and conventional vessels the later being made up
mainly of reefer vessels used in the transport of fresh fruit and vegetables or frozen produce.

There is a major battle going on between these two factions with the container industry making major
inroads into the fresh produce sector though there is doubt they can sustain this given the high number of
containers needed to move fresh produce at certain times of the year and from diVerent parts of the globe.

The conventional sector are now starting to get their act together by oVering their own mini container
services utilising the deck space on their vessels for containers while still carrying cargo under deck. This
they believe gives the customer the best of both worlds. Low value and more resilient product can be carried
under deck in large temperature controlled chambers of up to 400 pallets, this provides major economy in
space use eVectiveness giving the ability to reduce transport costs by virtue of volume. High value and more
temperature sensitive items are carried on deck utilising temperature-controlled containers. The reefer
carriers believe they have an edge in that ports they use are smaller and more customer friendly and cost
eYcient than those who service the container only trade. The problem they both have is that UK port
capacity is not keeping pace with development to sustain the current growth in trade volumes in either sector
and for the conventional is showing signs of going into decline.

There is little doubt UK container capacity was dealt a severe blow by the loss of the Dibden Bay project.
For all ship owners, be it container or conventional, in this most competitive of market places time is money,
consequently both demand a working berth on arrival. If not remedied it will certainly lead to more UK
bound containers being oZoaded in continental container ports such as Rotterdam and Antwerp. Some
who remember the strike torn days of the 60s and 70s will recall one continental port claiming to be the UK’s
third largest port. Will history repeat itself? If ship owners are forced to adopt this solution it will have the
potential to add more juggernauts to our already overcrowded road system as well as extra transport costs
that can only be passed on to us, the UK customer.

Conventional vessels face similar problems that can be regarded as more pressing because of the nature
of cargoes and products they carry. These vessels are handled in four main ports Bristol, Portsmouth, Dover
and Sheerness. Because of vessels discharge rotation ports in the north are not commercially acceptable or
viable. Vessels in this trade will usually discharge in one UK port and any combination from the likes of
Antwerp, Rotterdam and Hamburg before returning south with exports and starting the same loading and
discharge cycle.

Of the four UK ports mentioned Bristol, the newest to emerge in recent years, is the most geographically
disadvantaged. To call vessels must deviate from the main Channel shipping lanes to a port that is tidal and
lock based. Should a vessel miss a tide it could have to wait some eight to 12 hours to enter the port. Its three
competitor ports do not have this berthing impediment with vessels being able to arrive and leave at all states
of the tide. While the facilities are new its main attraction is to ships fully loaded with produce for discharge
in a single UK port, though some liner services are now starting to call. It also suVers because the vast
majority of importers and their facilities are located more towards our Eastern seaboard.

Portsmouth has a well-established port dealing mainly with bananas year round plus some seasonal citrus
and operates the main transfer link to the Channel Islands. Its plans to expand the later are a major concern
for those sending produce through the port as it has the possibility to reduce operational capability for deep-
sea conventionally shipped fresh produce in favour of its Channel Island operations.

Moving up the English Channel to the Trust Port of Dover with relatively new cargo facilities, built in
the early nineties, and now specialising in weekly year round banana services. This is not through choice but
reflects the lack of investment in facilities by the port authority. Being just 20 minutes voyage deviation from
the Channels main shipping lanes the port is ideally situated for the two—UK and continental—port
discharge favoured by nearly all shipping lines. This is a 24-hour non-tidal facility with labour available to
reflect this asset. Opportunities to develop and expand the business have been rejected by port managers,
on one occasion in favour of a £18 million cruise investment that has not provided the returns predicted.
This has bought them into direct conflict with cargo handlers. There was a clear agreement between both
parties to develop these facilities in the short and long term. This involved cargo handlers making substantial
long-term investments in labour, plant and marketing. Suddenly it suited the port not to carry forward the
development leaving cargo handlers with no opportunity to recover the investment they had already made.
It seems because the port held Trust Status they were able to absolve themselves from responsibility or
liability in walking away from the partnership. In the commercial world outside Trust Ports this would
almost certainly resulted in litigation. In general terms the cargo operation in Dover is, despite the lack of
interest from port managers the most eYcient of all four conventional ports. In terms of berth related cargo
handled Dover is the most successful. The ports best ever year was 2004, before the port again failed to
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deliver extra facilities and ship owners moved to Portsmouth, with a single berth that year Dover handled
over 300K pallets. Portsmouth with two berths around 450K pallets. Sheerness with five to six berths moved
some 550K pallets. Bristol is not mentioned as its facilities were only just starting to impact on other ports
at this time.

Last and by no means least is Sheerness, the largest and most successful, by volume, of all the fresh
produce handling ports. They have over 50K pallets of cold space alone but even they are reaching their limit
of operational eVectiveness against volumes handled. One problem all ports face is the supply of labour. The
more successful you are the more you need and despite what unemployment figures may show it is not
possible to find labour “at the drop of a hat”. Importing fresh fruit and vegetables is now in part a complex
computerised operation and takes many skills that were not required or even considered just 10 years ago.

The major concern all ports carry are the rates they are able to obtain from shipping lines and cargo
interests for the services they supply. To attract cargo from another port you would normally have to be
cheaper than your competitor. Having secured the business it is then almost impossible to achieve
meaningful increases in the knowledge that the opposition will go even cheaper to get a cargo back. Quality
of service may be an issue but in the end rates usually decide the outcome. What you have is a recipe for
disaster that leaves cargo operations within the four conventional ports vulnerable to financial collapse.
From the outside it could almost look like a suicide pact between the four of them. Should one of them fail;
where does that leave the nation in terms of importing fruit and vegetables, especially during the European
winter months? The container lines could not cope with such a volume increase either with container
availability or UK discharge capacity.

What we are really seeing in my opinion is the direct influence of the Supermarkets and their never-ending
obsession to drive down costs in every sector of the supply chain. What they seem unable, or more likely
unwilling, to consider is that you do reach a point of financial no return. They are an alien type creature
with a tendency to suck the economic life out of a service provider until it goes under then, they just move
on to the next and the process is repeated. When, not if, one of these conventional ports fails it will be lost
forever. Replacement will be near impossible given the amount of capital investment required against the
potential limited return for stockholders. Those ports surviving will not have the capacity to absorb all
excess cargo. Where does it go? Via the continent as already warned with the added costs this will bring
with it.

Regional Development Strategies

These seem to come and go like the tide with nothing changing. Could it be that prime movers for this
sector are more likely to be regional and national demands related to their political consequences?

Smaller Ports

Will always have a future if only for local exports such as grain and the like. With ships in general
becoming larger in eVorts to provide cost savings their future would seem somewhat bleak. In general the
major road network does not best serve smaller ports.

Surface Access

Should we consider defining which are our countries major ports? Those selected could all then be
guaranteed a dual carriageway access direct to the nearest motorway, avoiding populated areas?

Safety Measures/Port Workers

I can only comment on Dover where I am employed. Here the Port Authority and my own employer,
occasionally on joint initiatives, are totally committed to providing the highest standard and quality in our
working environment for both staV and customers. It is hard to see how any additional safety measures/
legislation will enhance what we now have. That said there will unfortunately be isolated incidents that
require employers and safety authorities to revisit procedures, if necessary it is more likely these will provide
the catalyst for change.

16 October 2006
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APPENDIX 5

Memorandum submitted by English Regional Development Agencies

1. Executive Summary

1.1 UK Ports are vital nodes in the supply chains of British industry and support the international
competitiveness of the English Regions. Ports make significant contributions to regional and sub-regional
economies, and support a number of wider economic benefits which contribute to boosting regional
competitiveness. Ports also act as key economic drivers and can provide the foundations for economic
regeneration, as well as focal points for agglomeration of economic activity.

1.2 Future ports policy must set the framework for a competitive, market led approach which enables
the economic and regeneration opportunities to be realised at both regional and sub-regional level and
maximises the contribution ports can make to a successful and sustainable UK economy.

1.3 The role of the Regional Development Agencies (RDAs) is to assist in promoting the role and
economic potential of ports, the sustainable expansion of port capacity, and increasing the capacity of ports
to drive regional economies, whilst not distorting market competition.

1.4 Both the direct and wider economic benefits of ports and port related activity make significant
contributions to sub-regional and regional economies in addition to the national economy. Future Ports
Policy should set the national framework and reference through regional strategies to maximise these
contributions in a way that supports a competitive market.

1.5 National Strategic Port Access Corridors should be identified to establish priorities for transport
investment that can be included in national, regional and sub-regional strategies.

1.6 Equitable and realistic funding mechanisms must be identified and secured to deliver the appropriate
surface access infrastructure to ports.

2. Introduction

2.1 This evidence is being submitted by Advantage West Midlands on behalf of the nine English RDAs.
Our role is to help transform the regional economies by connecting need and opportunity to create better
places in which to invest, work, learn, visit and live. RDAs take the lead on developing Regional Economic
Strategies, which set the context for the economic development of the English Regions.

2.2 This evidence provides a collective view of the economic implications of ports and port activity for
English Regions. It is set in the context of the Regional Economic Performance Public Service Agreement
which requires “. . . sustainable improvements in the economic performance of all English Regions and, over
the long term, reduce the gap in growth rates between regions . . .”.

3. Policy Framework for Ports

3.1 The RDAs believe that both the national and regional economies are best served by a competitive
ports industry supported by the appropriate high quality transport infrastructure providing connections to
the English Regions.

3.2 The RDAs recognise that a port strategy which introduces a location specific approach is not
appropriate given the nature and structure of the ports industry in the UK. It is not Government’s role to
pick the “winners and losers”. National Ports Policy should support the industry and set the framework for
meeting the country’s future maritime trade needs. With some 650 ports across the UK, it is important that
future policy recognises the role of all ports (both large and small) in delivering future port capacity. It is
therefore important to provide a framework which provides the flexibility to allow both large and small, and
public and private sector ports, to maximise their potential in an open market environment.

3.3 The policy framework for ports should aim to provide a planning process that supports appropriate
port expansion, links ports and surface access strategies, guides the process for investment decisions, and
clarifies roles and expectations of private and public sector organisations. In doing so it must also encourage
a competitive ports industry that can react quickly to market changes and enable and secure suYcient future
capacity to support current and future economic activity across all of the English Regions. In addition it
must ensure planning, infrastructure funding and taxation regimes support a UK ports sector that can
eVectively compete with Continental Ports.

3.4 It is essential that the standards of port infrastructure and services are of the quality required to
compete in a world class market. Also, that the ports sector is supported by a supply of labour with the
appropriate skills and the connecting infrastructure that can provide the service standards, reliability and
capacity to meet market demand. It should also encourage increases in productivity and eYciency both
through improved management of resources, including landside facilities, and also by embracing
technological change to increase both capability and capacity.
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3.5 The RDAs also believe that Ports Policy should provide the flexibility for public sector organisations
to target interventions to support priorities set out in Regional Economic Strategies in a way that is
compliant with EU procurement and state aid rules. Any such interventions should be in line with RDA
economic and sustainable objectives. However, any interventions of this nature should not distort free
market competition between ports.

3.6 Individual RDAs have already established alliances with local ports. However, the RDAs are keen
to establish a closer relationship with port operators to identify how the RDAs and regional ports can work
together to mutual benefit. Hence we would encourage national ports policy to encourage a closer working
relationship between port operators, the RDAs and other stakeholders and partners.

In summary

3.7 Future ports policy must set the framework for a competitive, market led approach which enables
the economic and regeneration opportunities to be realised at both regional and sub-regional level, in
addition to maximising the contribution ports can make to a successful and sustainable UK economy.

3.8 The role of the RDAs is to assist in promoting the role and economic potential of ports, the
sustainable expansion of port capacity, and increasing the capacity of ports to drive regional economies
whilst not distorting market competition.

4. Impact of Ports on Regional Economies

4.1 Ports make significant contributions to regional and sub-regional economies, and support a number
of wider economic benefits which contribute to boosting regional competitiveness. They also act as key
economic drivers and can provide the foundations for economic regeneration, as well as focal points for
agglomeration of economic activity.

4.2 The location, scale and activity of a port will influence the impact and breadth of associated economic
activity. A port’s activity can influence the choice of location for associated businesses, play a key role in
company competitiveness, attract new inward investment, retain existing companies within the area, secure
expansion of existing companies in face of competition, and attract business and leisure visitors and inbound
tourism. Other wider economic impacts include; boosting the regional image, driving improved skills in the
labour force as a wider range of businesses locate in the area, and the availability and supply of
employment land.

4.3 Ports with fast and eYcient passenger and freight shipping services provide links to key international
markets and business partners, helping to drive economic activity in both the local and wider catchment area
of the port. Ports providing higher levels of throughput, and servicing a wider catchment area which extend
across the English Regions, have a national significance which will drive and influence economic activity
across that wider area. The nation’s larger ports generate benefits and opportunities which extend far
beyond the locality or region in which the Port is located. Hence, it is essential that they are connected to
the national transport networks.

4.4 Ports also generate and support significant numbers of direct, indirect, induced and catalytic
employment. It has become apparent from the work commissioned jointly by the RDAs to inform the
response to the Ports Policy Review that historically many of the wider catalytic economic and employment
eVects of ports have not been fully recognised. For example, jobs sited on port property are recognised as
port related employment. However, many jobs in businesses located around, but not on, port premises
(haulage, manufacturing, warehousing, chemical and oil companies, hotels) which are dependant on the
port, have not been attributed to the port activity. Both direct and catalytic employment is dependant on
the scale and range of port services, and the nature of surrounding industries.

4.5 The RDAs believe that future Ports Policy should set the national framework and reference through
to the regional strategies. Regional Economic Strategies and Regional Spatial Strategies should understand
and promote the needs, role and potential of ports, facilitate the development opportunities and confirm
the inland access requirement of ports at regional and sub regional level.

4.6 The RDAs explored the advantages and disadvantages of the concept of setting indicative and non-
prescriptive regional targets but rejected these because they would be contrary to a delivering a competitive,
market led approach for ports.

In summary

4.7 Both the direct and wider economic benefits of ports and port related activity make significant
contributions to sub-regional, regional economies in addition to the national economy. Future Ports Policy
should set the national framework and reference through regional strategies to maximize these contributions
in a way that supports a competitive market.
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5. Improve Surface Access to Ports to Support Regional Economies

5.1 The inadequacy of surface transport access to ports is recognised across the RDA network. Key ports
of national significance are not currently connected to the national strategic road network and W10 freight
gauge rail network. Many of the key road routes to ports are currently designated as regional, which mean
that any road improvements have to be sourced through the Regional Funding Allocation process rather
than being recognised and categorised as national trade routes of strategic economic importance. Indeed,
some of these port access routes form part of the Trans European Networks, but are still not designated as
being nationally significant by Government. The RDAs have long maintained that there is a need to identify
a national strategic road and rail network which recognises the key links between international gateways
and key city regions. The identification of this network supported by a transparent and planned funding
framework will provide the foundations for future economic prosperity.

5.2 Growth in freight traYc, in particular the trend towards the use of 9ft 6ins containers is highlighting
the need for gauge enhancements on the rail network. The limited high gauge (W10 clearance) routes is
currently forcing many of these containers to be carried by road, which leads to more vehicles and
congestion on road routes to ports, as well as generating other associated environmental disadvantages.

5.3 Ove Arup and Partners developed criteria for identifying national strategic port access corridors, in
the National RDA Ports Study. The criteria build on the Surface Infrastructure of National Economic
Importance Framework developed by the RDAs in 2002 and Productivity TIF Guidance published by DfT
in January 2006. This work proposes a rationale for identifying ports of national significance, identifying a
list of 16 English Ports as being of National Significance. The criteria can then be applied to ensure that the
importance of strategic links to these ports are recognised, and surface access corridors can be established
(see appendix 1). The identification of surface access corridors will enable transport schemes within the
corridor to be endorsed and included in national, regional and sub-regional strategies. The identification of
national strategic port access corridors should also enable performance standards to be identified for the
route and consequently identify it as a priority for investment.

In summary

5.4 National Strategic Port Access Corridors should be identified to establish priorities for transport
investment that can be included in national, regional and sub-regional strategies.

6. Funding Surface Access Transport Links to Promote Economic Development

6.1 The economic benefits of port activity extend beyond the port owners and operators to the local,
regional and national economy. Therefore, whilst the RDAs support the trend towards the port developer
contributing to the cost of road and rail enhancements, we believe that the benefits of the improvement to
the wider economy need to be recognised and therefore there is a firm argument for contributions from both
Central Government and other beneficiaries to fund these schemes. This argument is supported by the
evidence that there is a lack of consistency in the way that planning approvals, conditional on funding
surface access transport infrastructure, are applied across the country.

6.2 Central Government is responsible for overseeing the delivery of the national and regional transport
networks. The case for Central Government funding is based on the “public good” elements of the proposed
investment. The RDAs recognise that Central Government funding is unlikely to be suYcient to deliver all
the long term transport aspirations to support on-going improvements in productivity and economic
growth. However, Government needs to identify ways in which to meet this challenge.

6.3 Over the longer term the introduction of road user charging provides the opportunity for users of the
network to “pay for their use”. However, in the interim, alternative funding solutions need to be identified
which ensure the balance between, public sector funding to support economic growth and delivering the
“public good” and, drawing down funding from those private sector developers who will benefit from the
transport improvement. Imposing large financial burdens (by requiring long distance transport
improvements to be funded by the port developers) will eVectively place restrictions on competition across
the UK port industry, particularly limiting the potential of ports operated by smaller private sector
organisations and Trust and Municipal ports.

6.4 One proposal to encourage developer funding of access infrastructure has been that the port
developer would receive access to the road or rail enhancement on preferential terms. Whilst in principle
this would appear the most appropriate solution, it will be diYcult to ring fence facilities to the benefit of
the funder. In addition, this could restrict capacity for public transport vehicles or passenger train paths
which would introduce a public disbenefit. Ultimately it is important that the eYciency of the transport
network is maximised for public benefit.

6.5 The right balance needs to be drawn between private and public sector responsibilities in delivering
improved surface access to ports. It is therefore for Government to work with other partners (including
Local Authorities, the Private Sector, RDAs and others) to identify how both the core national transport
network and regional transport networks can be funded over the medium and long term to meet the national
economic objectives.
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6.6 In relation to ports the RDAs believe that there are three indicators which trigger the need for the
contribution of central funds and/or other innovative funding mechanisms:

(i) the distance of the scheme from the port gates as the further from the port, the higher the
proportion of non port traYc using the network;

(ii) the extent to which it can be demonstrated that the benefits of the scheme are not solely for port
traYc but benefit other economic activity in the hinterland of the port eg where an associated
business (manufacturing, logistics) locates near the port and generates traYc; and

(iii) where intervention to improve links might assist national and/or regional economic development
objectives.

In summary

6.7 Equitable and realistic funding mechanisms must be identified to deliver the appropriate surface
access infrastructure to ports.

25 October 2006

Annex

EXTRACT FROM NATIONAL RDA PORTS STUDY STAGE 3

CHAPTER 4 IDENTIFICATION OF NATIONAL STRATEGIC PORT ACCESS CORRIDORS

4.2 A Criteria Based Approach

In January 2004 the English RDAs completed a groundbreaking study which proposed a framework and
key criteria to allow the identification of “Surface Infrastructure of National Economic Importance”
(SINEI Study).

This work was then taken forward and developed further by the Department for Transport, who
published their report “Planning for National Transport Infrastructure: A Framework for Identifying and
Assessing National Transport Needs and Priorities” in July 2005.

When taken together, the outputs from these two studies, the more recent DfT Transport Innovation
Fund (TIF) Guidance (January 2006), and additional criteria identified as a part of this study, provide a
sound basis from which to identify and measure the strategic fit of the access corridors to nationally strategic
ports and measure the impact of schemes to address any gap/congestion pinch points within those corridors.

4.3 Surface Infrastructure of National Economic Importance: A study for England’s Regional
Development Agencies (SINEI) January 2004

Prior to this study, transport interventions were rarely linked explicitly with strategic economic, social or
environmental objectives, they were generally in response to an operational problem. There was no
systematic and consistent methodology by which schemes could be generated for more detailed appraisal
using conventional and well tried techniques such as NATA and there was no systematic and universally
accepted way of prioritising interventions given resources will always be scarce.

The SINEI Study sought to put forward a framework which “translated the overall objective of
promoting national economic growth into a number of discrete transport criteria”. These criteria are in
eVect “a series of ‘tranport requirements’ necessary at an inter-regional and national scale to underpin and
complement the economic development of the regions”. The SINEI framework is capable of use for both
infrastructure and non infrastructure interventions and can be used “to appraise any candidate scheme or
transport interventions to understand how and to what extent they support national economic objectives;
and to identify the type of infrastructure or transport intervention most likely to support such objectives.”
The process proposed was also capable of identifying key “gaps” in the national delivery programme.

The SINEI Study identified the following priority corridors:

— Stronger east-west connections from M6 to M1 north of M62;

— Stronger east-west connections on the M6/A14 axis between industrial centres and east-west
ports; and

— Stronger east-west connection linking communities on the south coast and perhaps linking to the
south west and South Wales.
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4.4 DfT Framework for Identifying and Assessing National Transport Needs and Priorities’
July 2005

The Department for Transport took forward the SINE! Framework and working with consultants and
key stakeholders aimed to strengthen and develop the criteria, to extend the framework to encompass social
and environmental objectives and to consider whether the framework could be used at a regional level.

The resulting framework, which was intended for use at the outset of the infrastructure planning process,
proposes a four stage process with testing of schemes within a primary and secondary framework:

— Outcome and objectives—sets out the specific problem or objective which is being addressed, the
consequences of not taking action and the desired outcome from any actions being taken. It
describes the alternative proposals or options by which this outcome might be achieved and further
describes the proposal which is the subject of that particular appraisal.

— The primary framework—transport schemes are tested against a series of economic, social and
environmental objectives and sub-objectives for their contribution/impact and a score accorded to
the scheme.

— The secondary framework—this aims to establish whether the scheme can be delivered and is an
eVective use of resources. Schemes are assessed against three overarching tests of feasibility,
eVectiveness and acceptability. In other words, “can it be done?”, “is it worth doing?” and “will it
be allowed to be done?”

— The summary table—this brings together the appraisal and considers the strengths and weaknesses
of each scheme against other options.

The output from this work is a tool which, at a national level, can be “used jointly by Government
Departments to help determine which types of transport intervention are most likely to be eVective in
addressing economic, social or environmental objectives” and could be used for “providing advice to
Ministers on national transport programmes, or on proposals developed by cross-regional groupings such
as the Northern Way.”

4.5 TIF Based Criteria

4.5.1 RDA Response to the Productivity TIF consultation

The National RDA TIF response submitted on 31 March 2006, was set against the background of the
SINEI research and focused on the links between transport and economic growth, from which the RDAs
identified headline priority themes for productivity TIF which support and build on the strategic objectives
set out in the Transport Innovation Fund Guidance (January 2006), namely:

— improving connections between domestic and international business partners;

— improving access to domestic and international markets and suppliers;

— improving access to labour markets, and the movement of people;

— enhancing business eYciency and raising productivity by reducing “dead time” in the supply chain
through improving journey time reliability and reducing total journey time;

— improving access and connectivity between regions and key urban centres;

— improving links between peripheral regions, and key cities and international gateways;

— improving opportunities for clustering of economic activity; and

— improving access to global city functions of London.

The RDAs then established some headline priorities to be addressed in the short term, laying the
framework under which individual RDAs submitted details about specific schemes. These are as follows:

(a) To address congestion bottlenecks on the rational strategic road and rail networks (in particular
to improve capacity and reliability on parts of the motorway network which suVer daily
congestion, and provide additional capacity at congestion hotspots on the rail network, including
hub railway stations);

(b) To improve national road and rail freight routes (in particular to upgrade the rail freight gauge on
parts of the rail network which provides access to key ports and address congestion hotspots on
the national road trade routes);

(c) To improve access to international gateways for passengers and freight, both ports and airports.

The RDA response highlighted that whilst the provision of infrastructure capacity is a key factor, the level
of service is also important in maximising the benefits that can be accrued from increased capacity.
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4.5.2 DfT TIF Guidance

The DfT TIF Guidance (January 2006) outlined two key objectives; to reduce congestion (congestion
TIF), and improve productivity. The guidance for allocation of funding to Productivity schemes,
specifically states:

3.4 “The TIF will be available for packages and schemes, including national, inter-regional,
regional, inter-urban and exceptionally, local schemes which by their nature or scale are expected
to make a major contribution to national (and potentially international) productivity . . .”

3.6 Examples of schemes . . . having the potential to deliver significant productivity gains at
national level include improved road and rail access to ports and airports of national significance
which are important for international trade and promote competitiveness . . .”

The identification of a funding stream by Government to specifically address the key objective of
improving productivity shows Government commitment. In assessing potential productivity schemes
against their strategic objectives, DfT noted that it would take account of the five TIF productivity criteria:

(i) Increase mobility of people or goods;

(ii) Support agglomeration;

(iii) Support mobility/flexibility of labour market;

(iv) Increase international trade/competitiveness; and

(v) Increase network resilience/customer choice.

The most relevant criteria are likely to be (i), (ii) (iv) and (v). Examples of port inland transport and within
port investments which are likely to score well against these criteria are set out in Table 1.1.4

4.5.3 Summary

Building on the criteria developed by the SINEI study, DfT Planning for National Transport
infrastructure: A Framework for identifying and assessing national transport needs and priorities report and
the DfT TIF funding guidance, we propose that these be used to identify national strategic port access
corridors.

Table 1.1

Port Investments: Indicative Appraisal against TIF criteria

TIF criteria: Increase mobility Support Increase international Increase network
of people or goods Agglomeration trade/competitiveness resilience

Investment:
Inland transport link:

Highway upgrade $ $where demonstrable $where capacity on
improvement in new links added.
journey time or
journey time
reliability.

Rail capacity increase $ $where measures to $where capacity on
accommodate greater new links added.
port throughput.

Rail gauge $ $capability to move —where capability on
enhancement high cube containers new links added.

means productivity
increases (greater
payload per train
path).

Within Port
Intermodal terminal $ $where $

application is for
additional
facilities adjacent
to existing site.

Passenger ferry or $
cruise terminal
New berths at existing $ $
port

New port $development of new
sites encourages
competition and
should improve
network resilience.

4 It is relevant to include both within port investments where these relate to common user facilities which would not breech State
Aid rules and could be eligible for TIF Funding subject to appraisal following DfT’s Project Appraisal Framework for Ports.
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4.6 Nationally Significant Ports

4.6.1 Identification of ports of national economic significance

This section focuses on developing a provisional, list of nationally significant ports.

To derive a provisional set of nationally significantports, the steps have been as follows:

(1) Apportion movements into five market Sectors: Dry Bulk and General Cargo, Liquid Bulk,
Containers, Ro-Ro and Passenger traYc (including cruise);

(2) Identify those ports that account for greater than 5% of the UK market within each sector using
movements measured in physical units (ie tonnes, TEU, ’000 units, and ’000 passengers per
annum); and

(3) Define ports which account for more than a 5% share of any one market as nationally significant.
For this study, focus on nationally significant ports located in England.

Degrees of market concentration vary, with the top six ports accounting for between 60% and 98% of
traYc according to sector. In sectors with a more uniform spread of activity, ports with the highest market
share have less than 20% and in some cases only just over 15% of the total UK market. In the ro-ro market
only one port and in the passenger market only two ports have shares over 10%.

Applying a 5% threshold, using 2004 data, produced 16 ports in England of national (UK) significance,
listed in Table 1.2. If 3% were adopted, two further ports: Manchester and Heysham would also qualify. If
the threshold were raised to 10%, six ports: Bristol, Goole, Harwich, Ipswich, Hull and the River Hull and
Humber, would be excluded. Several of these ports, which do not achieve a 10% share in any one market,
clearly are of national significance.

On balance, it was felt most appropriate to adopt 5% as a simple common percentage threshold to be
applied across all markets.

Those ports qualifying as being of national significance will change and may increase in number as
markets develop. For example, the Port of Tyne which is rapidly developing a share of the coal market. This
criterion is but a starting point for the measurement of benefits. The performance of a port related scheme,
in terms of the absolute and relative volume of traYc will be an important input in the conventional
economic and productivity TIF appraisals.

Table 4.2

English Ports of National Significance

Port Dry Bulks and Liquid Containers Ro-ro Passenger
General Cargo Bulks (including cruise)

Bristol $
Dover $ $
Felixstowe $ $
Goole $
Grimsby and Immingham $ $ $
Harwich $ $
Ipswich $
Liverpool $ $ $ $
London $ $ $ $
Medway $ $

Portsmouth $
River Hull and Humber $ $
River Trent $
Southampton $ $ $ $

Tees and Hartlepool $ $

Notes:

1. Under the same criteria, the following ports in Scotland, Wales and Northern Ireland were identifed
as significant: Belfast, Clydeport, Forth, Holyhead, Larne, Milford Haven, Newport, Orkney, Port Talbot,
Sullom Voe.

2. Denotes English Port of national significance defined as having greater than 5% share of total UK
market within sector.

3. Source: Focus on Ports (2006 Edition), data relate to 2004.
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Tables 4.3 and 4.4 show both absolute and percentage figures for the movements in the five categories
(Dry Bulk and General Cargo, Liquid Bulk, Containers, Ro-Ro and Passenger).

Figures are presented for significant ports in England, in Scotland/Wales/NI, all significant ports and for
total UK ports.

Table 4.3

Nationally significant ports: traYc by market sector

Port Dry Bulks and Liquid Containers Ro-ro Passenger
General Cargo Bulk (including cruise)

Million Million Million Million
tonnes tonnes TEU units million

Nationally significant 56 114 6.4 3.5 17.3
ports—England
Nationally significant 18 110 0 0.7 2.3
ports—Scotland, Wales
and NI
Total UK nationally 74 224 6.4 4.2 19.6
significant ports
Total UK All Ports 93 255 8.0 6.5 25.8

Source: Focus on Ports (2006 Edition), data relate to 2004.

Table 4.4 extends the analysis by presenting the share of the total UK market accounted for by the
“nationally significant” ports in each sector. This is a measure of market concentration.

Table 4.4

TraYc through nationally significant ports as % UK total traYc

Port Dry Bulks and Liquid Containers Ro-ro Passenger
General Cargo Bulk (including cruise)

Nationally significant 60.6% 44.7% 79.8% 54.1% 67.3%
ports—England, % of UK
Nationally Significant 19.3% 43.0% 0.0% 10.7% 8.8%
ports—Scotland, Wales and
Northern Ireland, % of ports
Total UK significant ports, 79.9% 87.7% 79.8% 64.8% 76.0%
% of total UK port traYc

Source: Table 4.3.

This shows that those UK ports identified as nationally significant account for a large proportion of the
movement in each category. This is especially the case for Dry Bulk and General Cargo (79.9% of total UK
market), Liquid bulk (87.7%) and Containers (79.8%). Slightly lower concentrations are observed in the
Ro-ro and Passenger markets (64.8% and 76% respectively).

Focussing on the significant English ports, these are especially dominant in the Container, Passenger, and
Dry Bulk and General Cargo markets. In the container market, just five English ports account for 79.8%
of the total UK market. Similarly in passengers, just two English ports account for 67.3% of the market.
The market is more dispersed in the Dry Bulk and General Cargo markets, where 12 English ports account
for 60.6% of the total UK market.

4.7 National Strategic Port Access Corridor

4.7.1 Introduction

Port-related transport schemes on routes to national strategic ports should be priorities for investment
and delivery because they improve quality and capacity of access to ports improving productivity with the
associated economic benefits.

Whilst it is relatively straightforward to show the transport links at the port end of each corridor, the
inland ends of these corridors are much less clear. Rather than attempt to develop a comprehensive list of
corridors and routes, it is proposed to focus on a criteria based approach. If this concept is agreed in
principle it may be helpful, at a later stage, to develop a list of corridors and, within these, potential links
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for upgrading. Over the longer term, in addition to the national strategic road and rail networks, the
diversionary routes for links to key inland destinations should be identified to ensure provision of service in
the event of the main networks not being available. This could also be used to inform contingency planning.

4.7.2 Scheme identification criteria

Building on the criteria developed by the SINEI study. DfT Planning for National Transport
Infrastructure: A Framework for identifying and assessing national transport needs and priorities report,
we propose that these be used to identify national strategic port corridors, to support the nationally
significant ports identified in 1.6 and Table 4.2 above.

A key strength of the combined criteria is that they can be also used to appraise solutions not only to
existing circumstances, but also to look forward and explore how surface infrastructure at a national and/
or regional level can be prioritised to support investment within these corridors.

Schemes identified in this way could include improvements to surface access to or from ports, or
developments within ports. Suitable schemes would be entered on a “long list” for appraisal. The key scheme
identification criterion would be the proportion of scheme traYc starting or finishing at a port of national
significance.

In addition, TIF based criteria would also be applied as follows:

— Increase the mobility of people or goods in a way which reduces business costs;

— increase international competitiveness and trade through improving ease of movement of goods
and services;

— Increase network resilience and choice for business users.

These criteria would enable the identification and appraisal of schemes on national strategic port access
corridors and within ports. The results of such appraisals would enable a priority list of investments to be
established.

4.7.3 Additional criteria

Existing/forecast transport quality-of-service

In addition to the criteria identified by the studies referred to above, and in order to provide further
supporting evidence to assist in identifying potential schemes, it may also be helpful to show the location
of a proposed scheme compared to existing levels of transport service provision.

The following additional criteria are proposed as possible high level indicators of scheme value to assist
in scheme identification:

(i) Is the port rail connected?

(ii) Is there a W105 gauge rail connection?

(iii) What is the average distance (taking account of the main directions of traYc movement) from the
port to the trunk road/motorway network?

(iv) What is the quality of the of the road network serving the port, measured using congestion values
within DfT’s sensitive lorry mile indicator?

(v) Journey time reliability: measured by the average vehicle delay (minutes per 10 vehicle miles
travelled associated with 10% worst daytime journeys). Average delay would be derived from the
diVerence between observed journey times and a reference journey time related to traYc speed
under free flow.6

4.8 Use of New Criteria in Scheme Identification and Appraisal

4.8.1 Introduction

The criteria proposed above (Section 4.7) would be used, along with conventional NATA based criteria
as set out in the Project Appraisal Framework for Ports (PAFP), to appraise port related schemes (the PAFP
is discussed in Section 5.2). The results would be input into an expanded appraisal summary table (AST).
Schemes on corridors to ports of national significance could expect to attract some additional positive scores
on the basis of the new criteria. This process would identify and prioritise port access and common users
within-port schemes. Schemes passing appraisal would enter the programmes of the delivery agencies.

Schemes identified in this manner may include:

— schemes local to ports or local to inland destinations (such as intermodal or bulk terminals);

5 W10 is the rail gauge required in order to move 9*6+ containers on standard wagons. The existing W10 network is shown in
Figure 6.2 on page 56 of Network Rail: Freight RUS (September 2006). Gauges are defined on page 94 of this document.

6 Journey Time Raliability on Motorway and Trunk Roads: Measure for PSA Target. DfT 14 February 2006.
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— schemes to increase transport capacity (relief of bottlenecks); or

— schemes to increase the gauge of vehicles that could be accommodated (particularly on rail and
inland waterways).

Works within ports could include items of common user benefit such as multiple user berths, multiple
user trans-shipment facilities, breakwaters and dredging. Works to improve access could relate to road, rail,
inland waterway or coastal shipping.

4.8.2 TraYc Forecasts and provision for future growth

Future traYc growth would be incorporated into this process using standard DfT Guidance. In terms of
fast growing ports, clearly, there could be an issue as to when a port would become of national significance.
It would be necessary to regularly review traYc forecasts. As with any transport appraisal, the robustness
of traYc forecasts, and particularly the estimate of generated traYc would need to be considered with care
in the AST. Taking suitable account of uncertainty, the appraisal process would need to appraise new
developments as well as those with high existing levels of traYc.

4.9 Summary

Recent work led by the RDAs and Dft respectively has supported the identification of a number of key
criteria which can be used, together with additional criteria put forward by this study, to identify national
strategic port access corridors.

Based on a minimum share of 5% in any one market; 16 nationally strategic ports have been identified.

These criteria, combined with established DfT appraisal processes should enable a sound and informed
assessment of access needs within these corridors, both existing and in relation to future developments, and
prioritising investment on schemes to address any gaps/congestion pinch points.

APPENDIX 6

Memorandum submitted by The Independent Light Dues Forum

Introduction

The Independent Light Dues Forum (ILDF) welcomes the decision of the Transport Committee to launch
an inquiry into the UK ports industry and to take evidence on the issues raised in the Governments Ports
Policy consultation paper and to revisit some of the issues of particular concern that were highlighted in
your predecessor Committee’s 2003 report on ports.We wish to submit this written memorandum to the
Committee regarding light dues which was the subject of specific Recommendations in your predecessor
Committee’s report on Ports.

The Report on Ports (Ninth Report of the Session 2002–03, November 2003) made specific
recommendation to the Department for Transport to review the charging system, and to Government to
reconsider the entire concept of light dues, and pursue the negotiations to end the subsidy to the Lights in
the Republic of Ireland, with more urgency.

We believe this inquiry is a timely opportunity to review progress by Government in implementing these
Recommendations.

The ILDF

The ILDF represents of some of the largest international shipping lines which own and operate over two-
thirds of the British flagged fleet of merchant ships. It was established with the long term aim of abolishing
the Light Dues, and works to secure year on year reductions in the rate per tonne. In particular it is pressing
the Government to honour its commitment to abolish the Irish Subsidy, which forces UK shipping to
subsidise the provision of the Republic of Ireland’s navigational aids.

ILDF consist of representatives from the following companies; Maersk, Wallenius Wilhelmsen, Mitsui OSK,
NYK Line (Europe) Ltd, “K” line (Europe) Ltd, and NYK Line.

Ships belonging to Members of the Forum regularly contribute more than up to 50% of the annual light
dues revenue in the UK every year.
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Light Dues and UK Ports

Light dues are a tax on shipping entering UK ports, which are used to fund lighthouses, beacons and other
navigational aids in UK and Republic of Ireland waters. These taxes are not applied in most EU Member
State, and where applied a minimal compared to UK rates. The Independent Light Dues Forum (ILDF) is
seeking to abolish light dues which damage maritime jobs in the UK and our ability to compete in world
markets.

The 2003 Transport Committee Recommendations

The ILDF welcomed the Conclusions and Recommendations by the Transport Committee in their
inquiry of 2003. The recommendations were as follows:

“Light Dues

28. The Department for Transport economic impact study on light dues should be made public as soon
as possible. The charging system should be reviewed in the light of such findings. (Paragraph 180)

29. The United Kingdom has historically employed a system of light dues to cover the cost of
navigation aids. Such a system is inconsistent with other European countries and distorts competition.
The Government should reconsider the entire concept of light dues. We support the Government’s aim
of ending the subsidy to Lights in the Republic of Ireland by the UK users and recommend that there
should be more urgency in the negotiations. (Paragraph 182) (House of Commons Transport
Committee 2003)”

The Government’s Response to the Transport Committee’s 2003 Report on Ports

The Government responded to the Transport Committee’s Report in January 2004 and made a specific
responses to these Recommendations regarding Light Dues and the Irish Subsidy, as follows:

“28. The report on the Study of the Economic EVect of Light Dues will be published soon as possible
following completion of the study, expected shortly. The report’s findings will be carefully considered.
An announcement on our conclusions will be made later in the year.”

29. The UK is not alone amongst major maritime nations in looking to the user to meet the cost of
maritime aids to navigation. In Europe alone, Belgium, Cyprus, Greece, Ireland and Spain also fund
aids to navigation by a levy on shipping, and Sweden and Finland raise some of the costs in this way.
The UK remains committed to the principle of light dues; however, we will re-examine the current
light dues structure after full consideration of the report on the Study of the Economic EVect of Light
Dues and completion of the programme of work announced by the Government in March 2003 to
investigate issues raised within the Light Dues Review.

We remain committed to renogotiating the current agreement to require the Republic of Ireland to
meet the full costs of provision of their aids to navigation. We will continue to work closely with the
Foreign and Commonwealth OYce and the Irish Government to achieve this objective.” The
Government’s Response to the Transport Committee’s Report on Ports, January 2004).

Government Progress since 2004 in Delivering on the Commitments Made to the Transport
Committee

Whilst we acknowledge some progress has been made and welcome the continuing commitment on the
part of the Government to reduce the cost burden that the light dues represent on the shipping industry, we
regret the failure to deliver on all the commitments made in the their response to the 2003 Report.

The Department of Transport published the economic impact study into the eVect of Light Dues on
23 April 2004.

The Minister made a Written Statement (23 March 2005) making reference to the conclusions of the study,
and announcing that based on his consideration of the case for restructuring the light dues system he did
not propose to change the structure of the current charging regime.

“I have considered the case for restructuring the current light dues system and in particular, extending
the scope of the charge to pleasure craft . . . I do not propose to change the structure of the charging
regime for the foreseeable future.” Shipping Minister David Jamieson, 11 March 2004).”

However, this statement fell well short of the review of the entire concept of light dues that was requested
by the Transport Committee in 2003, and the Minister’s consideration appeared to preclude the
consideration of evidence from stakeholders which disputed some of the fundamental assumptions and
analysis of the study.
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Indeed, we submitted a detailed commentary outlining our concerns regarding the flawed nature of the
study in a letter to the then Parliamentary Under Secretary of State for Transport on 24 June 2004. We had
a number of concerns regarding the scope of the study, the seemingly arbitrary decision to exclude the
consideration of the Irish subsidy, the limited membership of the steering group, and a methodology that
over-relied on hypothetical economic models rather than actual figures supplied by shipping companies.
These criticisms remain unanswered.

The clear re-statement on the part of the Government to renegotiate the agreement with the Republic of
Ireland, and their announcement that were pressing for formal negotiations to commence in 2005 with a
view to ending the Irish subsidy appeared to suggest progress was being made.

“We are working with the Irish Government to address more fully that shortfall and are pressing for
formal negotiations to commence in the new year”. Lord Triesman, 30 November 2004)

And the announcement that in March 2005 the Republic of Ireland had agreed to renegotiate again
pointed to progress.

“as much with our relationship with our Irish neighbours, nothing is quite simple as it first seems.
Often this goes back several decades. However, my noble friend will know that we have had hard-
nosed negotiations with our Irish colleagues on this matter, and in March we secured a commitment on
the part of the Irish Government to renegotiate the 1985 agreement that sets out these arrangements.”
Baroness Crawley, 28 November 2005

However, the negotiations have not made any progress and the Irish subsidy is increasing.

Finally, we also wish to help clarify the facts given there continues to be a misunderstanding on the part
of the Government as to the unfair burden on the current light dues regime. The Government’s assertion
that the scheme is based on the user pays principle, and is similar to that operating in several other EU
Member States, is not soundly based. The British ships that pay the vast majority of light dues do not use
the navigational aids in UK waters. Those few EU countries that do seek to recover costs via a levy on the
use of lights do not impose cost anywhere near as high as those prevailing in the UK.

Consequently, light dues and the Irish Subsidy remain a unique and unfair burden on UK shipping
and ports.

Light Dues and the Irish Subsidy—still a Burden on British Shipping

We welcome and acknowledge the reduction in Light Dues at a total of 4p cut/tonne, announced in March
2006 for the financial year 2006–07, making a maximum charge for light dues of £12,250 per voyage.

However, as the table below shows that despite cuts in the rate per tonne light dues still pose a significant
financial burden on vessels visiting UK ports, with the revenue from light dues increasing by 15%,
1997–2005, according to a House of Commons Written Answer 10 October 2005,

The Department for Transport Study of Economic EVect on Light Dues (April 2004) clearly states that
the ports in direct competition to UK ports (France, Germany, the Netherlands) do not charge Light Dues,
but fund their navigational aids from general taxation. This continues to pose a competitive disadvantage
for UK port users.

The Independent Light Dues Forum is concerned that the Government in its response to the 2003
Transport Committee Report failed to acknowledge that the countries they listed (Belgium, Cyprus, Greece,
Ireland, Spain, Sweden and Finland) due to their geographical situation, capacity and infrastructure do not
pose a direct threats to UK ports, as opposed to the countries who does not charge light dues. Cyprus,
Greece, Ireland and Spain are not likely hubs for inter-modal trans-shipment to the UK. Ports in France,
Germany and the Netherlands have the capacity and the infrastructure to pose a threat to UK ports.

These countries fund their navigational aids from general taxation.

It is clear from the work conducted by MDS Transmodal “Container Port Transhipment Study” (May
2006) for the Department for Transport as part of the Ports Policy Review that transhipment trends are
going to be an important economic factor to be considered as part of the ongoing development of UK ports.
Given the inevitable shortage of deep-sea container capacity in the UK, transhipment choices for UK cargo
may be increasingly influenced by marginal costs. Any factor that distorts competition in the form of taxes-
light dues will distort market choice and may impact in a negative manner on the UK economy.

The Independent Light Dues Forum (ILDF) welcomes that fact that the Government is still determined
to minimise the cost burden on the shipping industry and in particular welcomes recent Ministerial
Statement to minimise the cost burden on the shipping industry:

“The Government remains committed to the present system of recovering costs but is determined
to minimise the cost burden on the shipping industry.” (Shipping Minister Stephen Ladyman,
10 March 2006)

ILDF remains deeply concerned that despite this statement the threat of increases in the level of light
dues remains.
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The Irish Subsidy also continue to be of concern, still representing some 10% of the cost of UK light dues.
The March Statement by Lord Davies of Oldham suggests that the Government are falling well short of
their stated commitment to require the Republic of Ireland to meet the full costs of provision of their aids.

“The contribution (To the Republic of Ireland), estimated at £7.4 million for 2005–06, is, however,
expected to rise to around £8 million in 2006–07.” (Lord Davies of Oldham, 21 March 2006)

Conclusion

The Transport Committee Report on Ports (Ninth Report of the Session 2002–03, November 2003) made
specific recommendation to the Department for Transport to review the charging system, and to
Government to reconsider the entire concept of light dues, and pursue the negotiations to end the subsidy
to the Lights in the Republic of Ireland, with more urgency.

1. We believe this inquiry is a timely opportunity to review progress by Government in implementing
these Recommendations.

2. Whilst we acknowledge some progress has been made and welcome the continuing commitment on the
part of the Government to reduce the cost burden that the light dues represent on the shipping industry, we
regret the failure to deliver on all the commitments made in the their response to the 2003 Report.

3. We would welcome a review by the Transport Committee of progress and look forward to cooperating
with you to facilitate further reductions in light dues and an early end to the Irish subsidy

17 October 2006

APPENDIX 7

Memorandum submitted by the RAC Foundation for Motoring

The RAC Foundation for Motoring is an independent charity established to promote the environmental,
economic, mobility and safety issues relating to use of motor vehicles.

Our concerns and comments relate to the Committee’s questions Is surface access to ports adequate?
What is best practice?

Access to and from ports is predominately by road. The DfT’s discussion document “Ports Policy—your
views invited” forecasts substantial continuing growth. In our view the provision of links of adequate
capacity and appropriate standard is essential both to maintaining eVective operation of ports and to
preventing adverse impacts of ports traYc on other road users.

We are concerned about the process of deciding investment needs for the roads which provide access to
ports. With the establishment this year of Regional Funding Allocations, many of the links to ports have
been assigned regional status such that recommendations on investment are made by regional bodies within
the context of other regional concerns and priorities. Many journeys to and from ports involve movement
in more than one region. A proper assessment of their needs requires a wider perspective. We would press
that a number of key links to ports should be reclassified as national with their investment needs assessed
centrally. These should include

— A34 Midlands to Southampton.

— A12 London/M25 to A14 for Felixstowe—also A120 from A12 to Harwich.

— A3 London/M25 to Portsmouth.

The classification of other routes serving ports should be kept under review in the light of developments,
for example:

— A31 M3 to Poole.

— A47 Midlands to Great Yarmouth.

— A66 North East to Workington and Whitehaven; North West to North East ports.

The Highways Agency’s Targeted Programme of Improvements (TPI) includes a number of projects on
links to ports and we would press that these should be progressed quickly. We published our own review of
Urgently Needed Improvements to the Strategic Road Network in 2004 (available on our website
www.racfoundation.org) which identified several on links to ports. We would press that these should be
added to the TPI and implemented quickly to facilitate eVective movement to and from the ports indicated.
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Road Link Improvement

Ports—Felixstowe, Harwich
A12 M25 J8 to Ipswich all to dual 3 lane (D3)
A120 Braintree to A12 widening to D2
A120 A133 to Harwich all to D2
A14 M1 J19 to Cambridge upgrading to motorway

Port—Great Yarmouth
A47 Peterborough to Great Yarmouth all brought up to D2 with grade separated junctions at

major interchanges

Ports—Southampton, Portsmouth
M3 J2 (M25) to J4a (Fleet) widening to D4

Ports—Liverpool, Birkenhead
M53 J12 (Chester) to J1 (Birkenhead) widening to D3

Port—Dover
A2 Lydden to Dover Widening to D2

In our view best practice is provision of roads of adequate capacity to meet the needs of ports and other
traYc. Planning should have regard to the need for alternative routes when the main access links are
interrupted by incidents or works. It should also make provision for temporary parking capacity for vehicles
when port services are interrupted.

In summary, we would press that

— the regional categorisation of some trunk roads which serve ports should be reviewed with a view
to reclassifying them as national where they carry substantial flows in more than one region;

— a number of improvements on roads providing links to ports should be considered for early entry
to the TPI and implementation; and

— planning for transport to ports should have regard to providing main links of suitable capacity,
with alternatives available for when problems arise on these and temporary parking for
interruptions to port services.

18 October 2006

APPENDIX 8

Memorandum submitted by Freight on Rail

1. Freight on Rail is pleased to respond to this inquiry. Our response concentrates on the following
questions:

What is the impact of ports on regional development strategies. Is surface access to ports adequate and what
is best practice. How can ports reduce their environmental impact?

2. Definition of Freight on Rail

Freight on Rail is a campaign working to get goods oV roads and onto rail as an important step in
developing a more sustainable distribution system.

Freight on Rail is a partnership between transport trades unions, rail freight industry and Transport
2000. It works to promote the economic, social and environmental benefits of rail freight both nationally
and locally. It advocates policy changes that support the shift to rail and provides information and help on
freight related issues. In particular, it aims to help local authorities through all stages of the process such
as planning a rail freight strategy, accessing grants and dealing with technical matters.

The members are as follows: Rail Freight Group, EWS, Freightliner, RMT, ASLEF, TSSA, AMICUS,
Network Rail and Transport 2000.

3. There is a strong case for upgrading rail freight links with the major ports which can significantly
reduce the negative impacts of increased port traYc. Around 95% of international goods to and from the
UK go by ports. A co-coordinated and integrated transport infrastructure is an essential part of this
expansion. In particular:

— Make rail integral part of new port developments.

— Encouraging ports already using rail to make greater use of rail.

— Encourage ports to reinstate rail connections eg Dover.
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4. What is the Impact of Ports on Regional Development Strategies?

Regional development and spatial strategies and national ports strategies need to be integrated and cross
referenced so that adequate surface access infrastructure is planned and implemented to coincide with port
developments or expansions. Transport planning authorities need to plan for ports traYc which is cross
regional.

5. Rail Upgrades Need to be Planned and Implemented Ahead of any Port Expansion

The lead times for rail upgrades means that upgrades need to be planned and implemented well ahead of
any port upgrades.

6. Is Surface Access to Ports Adequate? What is Best Practice?

Given the need to resolve road congestion and reduce carbon dioxide emissions best practice should
mean that a significant percentage of traYc should be carried by rail. There is a strong case for the
government to commit to a policy of presumption in favour of the use of rail freight for longer distance
intermodal traYc and all bulk traYc.

7. Rail Freight Relieves Road Congestion

— An average intermodal freight train can remove 80 HGVs from our roads.

— An aggregates train can remove 120 HGVs from our roads—Network Rail.

8. Issues Facing Road Transport

— Road congestion is causing extended and less predictable journey times.

— Existing driver vacancies 47,000 with the average HGV driver age now 55.

— Working Time Directive is estimated to require another 30,000 and to cost the road freight
industry an extra £1 billion per annum.

— Taxation by distance and tougher emissions regulations on the agenda.

9. Ports TraYc is a Key Sector for Rail Freight; Freight on Rail Members are Lobbying the Government
to Support the Increased use of Rail Freight from the Ports on Economic and Environmental Grounds; a
Market with Potential for Growth of 422% by 2015 According to Network Rail.7

10. Significant Scope for Increasing Rail’s Share of Ports’ Market

The following examples at the two largest UK container ports explain the potential for rail increasing its
share of the traYc.

Haven Ports

Rail has current market share of 23% out of the Haven Ports with the potential to increase market share
to 35% when Bath side Bay and Felixstowe are expanded, if rail enhancements, both capacity
and capability are implemented. The capability enhancements ie gauge, needed for the cross country route
between Felixstowe and Nuneaton are part of a bid for the first year of TIF funding, the outcome of which
bids are successful should be known in December 2006. However, for this route avoiding London to be
viable from the Haven Ports, significant capacity enhancements are needed. The growth in traYc could
mean an extra 45 trains daily each way between Felixstowe and Nuneaton which will need the capacity
upgrades as well as capability on this cross country route.

Southampton

Rail currently has 28% share of traYc and has the potential to increase this to 40% if the gauge
enhancements take place between Southampton and the West Midlands. Capacity enhancements may also
be needed to fully utilize this route.

Immingham is huge in rail freight terms and handles 20% of rail freight volumes with around 66 freight
trains daily in each direction.

Smaller ports with 80% or ports served regularly by rail with scope for rail’s share to grow.

7 Freight Route Utilisation Strategy September 2006.
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Shipping industry wants to increase rail’s share of port traYc

You will see from the following quotes that the shipping industry wants to maximise the use of rail freight
from the major ports, because of its high performance and reliability.

“Rail will have to play a significant future role in moving cargo out of the British ports . . . As an
industry we need all the rail freight we can get.” Jens Holger Niesen, MD, Maersk Sealand

Performance and reliability of rail

“Rail to and from the UK’s major ports is proving more reliable than road. Dedicated K&N rail
services from Southampton and Felixstowe are recording 95% reliability levels, compared with
‘low-mid 80%’ for comparable road haulage”. Peter Ulber, Chief Exec. Kuenhe and Nagel 2005.

Alistair Monague of Maersk commended the UK industry for achieving 98% on-time arrival at
destination rail terminal. He noted that rail was cheaper than road to many terminals and demonstrated
customer satisfaction. Maersk has trebled its rail volumes in three years and with the volume increases the
unit cost paid by Maersk has dropped by 4%.

Extract from Rail Business Intelligence 9 March on same speech from Mr Monague of Maersk

Maersk stated that road hauliers raised their rates by 15% over the same three year period . . . . But
reliability is even more important for the shipping line. Out of 80,000 jobs (a box round trip in the
UK) delays attributable to rail in 2005 were 882 whereas road delays amounted to 3,336. “With road
we have three, four or five times more problems, that is why we do it by rail,” Montague explained.

11. Office of Rail Regulation Review of Track Access Charges

There is however serious threats to rail freight traYc which need to be addressed if existing trainloads of
freight are not forced back on the roads, never mind increasing rail freight volumes. The OYce of Rail
Regulation is currently reviewing freight charges for 2008 and we are highly concerned about the impact on
the rail freight business of any possible increase in charges, and other elements of the proposals. A significant
increase in freight access charges will prevent growth from ports and lead in fact to traYc loss.

12. Transport Innovation Funding TIF to Enhance Links to Ports

Six of the main rail freight priority schemes, of which all relate to ports traYc, have been taken forward
for detailed consideration as part of the Transport Innovation Funding Productivity scheme. We welcome
this and the recognition of the importance of rail freight with relation to moving traYc, both intermodal
and bulk cargoes from our ports to key distribution hubs across Britain.

The following schemes are being taken forward for consideration:

— Cross London gauge enhancements Gospel Oak—Barking gauge.

— Southampton to West Midlands gauge enhancements.

— Reinstatement of Mount Olive Chord, Liverpool docks.

— Teesport to East Coast Mainline gauge enhancements.

— Humber ports/Immingham rail capacity enhancements.

— Peterborough—Nuneaton gauge work, *capacity upgrades may be considered for second year
of TIF.

However, TIF is good so long as it has suYcient budget but the interaction between this (with its bid
round process) and passenger capacity upgrades on the network needs to be resolved if TIF is to be used
for capacity schemes for freight.

The funding of inland links (road and rail infrastructure

There needs to be an even handed approach in the treatment of S106 type conditions on port
developments so that contributions to the road, rail and waterways network are treated in the same way.
This needs to include both the level and scope of funding and the ongoing rights to use the capacity that has
been funded.

13. Sustainable Distribution Fund

Freight on Rail urges local and regional authorities to apply for grants from the Sustainable Distribution
Fund. For the year April 2007–08 there will be a budget of £7 million for water and rail Freight Facilities
Grants. It is not clear yet if the Aggregates Levy Sustainability Fund (ALSF) will continue beyond 2007
which provides around £2 million in 2006–07 for rail and water for use in supporting aggregates movements.
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14. How can Ports Reduce their Environmental Impacts? Should there be a Duty on all UK Ports
to be Carbon-Neutral

Environmental case for rail freight

Rail freight makes a vital contribution to protecting the environment and helping the Government to
meet its commitments to improving air quality and tackling climate change. Rail freight oVers a valuable
option in terms of working towards carbon-neutral operations to transport freight out of ports which should
be an objective which all ports, including air ports, should have to meet long-term.

Tonne for tonne rail freight produces 90% less carbon dioxide than road transport8

Freight Transport: Average emissions in grams per tonne-kilometre9

Mode PM10 CO NOx CO2 VOC

Rail 0.004 0.032 0.31 15 0.021
HGV 0.048 0.33 1.74 180 0.15

Key: PM10 particulate matter of less than 10 microns; CO carbon monoxide; NOx oxides of nitrogen; CO2
Carbon dioxide; VOC volatile organic compounds.

Road transport do not pay the full costs imposed on society

Scotland’s national transport strategy May 2006 states that:

“Most of the problems that are caused by transport are caused by the fact that transport users—
particularly road and air transport—are paying an artificially low price for transport which does not
reflect the full cost of making a journey. Car users, for example, pay costs for their car, fuel and tax
and insurance but they do not pay for the external costs they impose on society ie increased air
pollution, increased noise, accidents.”

15. Safety Case

Rail is a safer way for society to distribute freight

There were 28,864 accidents involving HGVs and LGVs in 2003: 9,958 HGV and LGV drivers and
passengers were injured in 2003: 2,474 pedestrians were hit by HGVs and LGVs in 2003: 1,194 HGV and
LGV drivers and passengers were killed or seriously injured in 2003—Transport Statistics Great Britain,
2004 Edition, DfT.

Rail safety—five passengers died during 2004. 3,221 people died in road accidents during the same
period—Transport Statistics 2004 and Health and Safety Executive (rail figure excludes trespassers and
suicides).

Richard Eastman divisional Director for Network Strategy at Highways Agency—Freight magazine
interview May 2006:

“Many of the worst incidents involve HGVs. It takes time to physically clear heavy vehicles from the
carriageway and by their nature, accidents involving them tend to be more serious”.

16. Rail Freight can Reduce Road Maintenance Costs

Research commissioned by Freight on Rail this year, shows that the case study county council, which
spends a typical amount on its road maintenance, could be saving as much as £770,700 on road maintenance
each year because certain goods in its area go by rail rather than road. The research makes a strong case
for local authorities to encourage more freight to go by rail, particularly where they have significant bulk,
waste or port traYc in their regions, even without taking into account the significant additional
environmental, social and congestion benefits of rail freight.

Lorries cause significant damage to the roads, which has to be paid for by taxpayers. Transferring freight
to the railways reduces this cost. The damage done by heavy vehicles increases with approximately the
fourth power of the axle load. Using the fourth power law, one axle of 10 tonnes (HGV scale) is 160,000
times more damaging to a road surface than an axle of 0.5 tonnes (car scale). This is why road surface
maintenance is generally taken to be almost exclusively attributable to the heaviest vehicles.

8 AEA Technology for Strategic Rail Authority, October 2004.
9 SRA February 2005.
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The research carried out by MTRU looked at rail freight flows in a single county and analysed what the
use of rail there was. The case study used specific freight flows to identify actual expenditure which would
fall on the local highway authority if they transferred to road. It did not include costs met by central
government for the trunk road network, and thus focuses on impact on local authority finances.

Allocated maintenance expenditure

All figures are per year for 2004–05

HGV: vehicle HGV: Millions Maintenance Savings based
movements of kilometres on SLM values

268,800 9.922 £770,700

The sample county had a budget in excess of £15 million for 2004–05.
SLM% Sensitive Lorry Miles.
Source: Commercial data for flows; DfT Sustainable Distribution Fund for
SLM rates per mile.
Note: SLM includes some capital costs not included in County maintenance.
Due to commercial sensitivity only summary figures are given in the report.

10 October 2006

Rail served ports are important gateways for UK freight

Rail-served ports
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APPENDIX 9

Memorandum submitted by Hutchison Ports (UK) Limited

1. Introduction

1.1 Hutchison Ports (UK) (“HPUK”) is a member of the Hutchison Port Holdings (“HPH”) Group, a
subsidiary of the multinational conglomerate Hutchison Whampoa Limited (“HWL”). HPUK owns and
operates the Port of Felixstowe, Thamesport and Harwich International Port and, with 3,500 employees, is
the largest employer in the UK port industry.

— Port of Felixstowe is the largest container port in the UK and has connections to every part of the
world. It has a total of seven deep-water container berths, including 900 metres of quay dredged
to 15 metres where the largest container ships afloat can be accommodated. The Port also handles
significant quantities of roll-on/roll-oV traYc. In February 2006 the Secretary of State gave
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consent for the Port’s plans to reconfigure the southern part of the Port. This will add 1,350 metres
of new deep-water quay, supported by 13 quayside cranes, and will increase the Port’s capacity by
approximately 1.5 million TEU (Twenty foot Equivalent Units) per annum.

— Harwich International Port is one of the UK’s leading multi-purpose freight and passenger ports,
with excellent road and rail links to the Midlands, London and the South East. It is ideally located
for North Sea freight and passenger traYc to and from Scandinavia and the Benelux countries,
oVering first class roll-on/roll-oV, ferry, container and bulk operations.

Consent was received in March 2006 for Harwich International Port to develop a new deep-water
container terminal at Bathside Bay, adjoining the existing facility. The new container port will oVer
1,400 metres of deep-water quayside, 11 ship-to-shore gantry cranes, and a total capacity of
2.1million TEU per annum.

— Thamesport is located on the River Medway. The Port, which includes container and warehouse
operations, covers a total area of 85 hectares. It oVers highly automated secure container yards
and modern warehousing. The quay is equipped with two deep-water container berths, dredged
to a depth of 15 metres alongside, allowing the largest vessels currently afloat, and under design,
to berth.

2. Ownership of Ports in the United Kingdom

2.1 The pattern of ownership of UK ports has changed radically in the last twenty five years. The previous
Government promoted the privatisation of the former British Transport Docks Board, which was a
nationalised industry, and is now Associated British Ports (ABP). The ferry ports, originally operated by
British Rail/Sealink, and including Harwich International Port, were also privatised in the 1980s. That
Government then encouraged the privatisation of the major trust ports, and, as a consequence, the ports of
Clyde, Forth, Tees & Hartlepool, Tilbury, Medway, Ipswich and Dundee were privatised in the 1990s. Other
ports, including Felixstowe and Thamesport, have always been in the private sector.

2.2 A number of UK ports, or port operating companies, including Tees and Hartlepool, Associated
British Ports, Mersey Docks and Harbour Company and P&O Ports have recently changed ownership.

2.3 HPH acquired the Port of Felixstowe from P&O in 1991. Harwich International Port and
Thamesport were both acquired in 1998. All three acquisitions were private commercial transactions. 1,000
new jobs have been created at Felixstowe by Hutchison since acquisition.

2.4 HWL is a leading international corporation committed to innovation and technology with businesses
spanning the globe. Its diverse array of holdings range from some of the world’s biggest port operators
and retailers, to property development and infrastructure, to the most technologically-advanced
telecommunications operators.

2.5 In the UK, in addition to its port interests, HWL has significant interests in the retail sector
(Superdrug, Savers, The Perfume Shop), telecommunications (HWL founded both the Orange and “3”
networks), and property development. HWL is one of the major overseas investors in the UK and, in total,
has UK assets valued at nearly £15 billion and provides direct employment for 28,000 people.

2.6 HWL is strongly committed not just to its shareholders, but also to a wide range of stakeholders such
as customers, suppliers, employees and the community. HPUK plays an active role supporting the
communities in which it is based. HWL undertakes a wide range of philanthropic eVorts as well as
community initiatives worldwide. In the UK, HWL, directly and through the Chairman’s Li Ka-shing
Foundation, has donated over £27 million to charitable causes.

2.7 HPUK holds six-monthly Local Authority Liaison Committee meetings at Felixstowe and Harwich,
attended by oYcers and elected members from local parish, town, district and county councils. These
meetings provide an opportunity to inform authorities of its future plans and for elected oYcials to hold it
accountable for its actions. In addition, quarterly Stakeholder Updates are published and widely
distributed.

2.8 HPUK is committed to investing in the future of the UK port industry. Its two projects at Felixstowe
South and Bathside Bay will represent an investment of approximately £1 billion. As part of this, HPUK is
being asked to make significant investments in the national road and rail network, including upgrading the
rail link between Felixstowe and Peterborough, and the East Coast Main Line as far as South Yorkshire.
Road improvements will be made to the A120 as well as two major roundabouts on the A14.

2.9 HPUK believes that the increase in the number of ports operating in the private sector has brought
substantial benefits to the UK. The industry is now more eYcient, is amongst the most cost eVective
anywhere in the world, and there are numerous proposals to create new capacity and to invest in the sector.

2.10 Shipping line consolidation through mergers, acquisitions, and the formation of consortia, has
resulted in relatively few, large, deep sea operators, particularly in the container sector. These operators
enjoy strong market power. The consolidation of UK ports into main line hubs helps retain direct calls and
maintains connectivity with overseas markets.
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3. General Policy Framework

3.1 The general policy framework, as set out in the Future of Transport, sets a high level approach to UK
port development. It is supported by the policy in Modern Ports, A UK Policy, and is likely to be modified
by the current Ports Policy Review exercise.

3.2 Most policy areas provide adequate clarity and certainty for port operators and investors. However,
apparent changes in the Government’s position in respect of state aid to port developments, and a lack of
guidance regarding the funding of road and rail improvements to ports require urgent clarification.

3.3 Government policy used to be clear on port subsidies. There had been a clear presumption against
state aid to the ports sector. More recently, there has been growing uncertainty with regards to Government
policy in this area. The recent grant to Great Yarmouth to support the Outer Harbour project was made in
the absence of a compelling transport case, and despite the fact that it would lead to clear market distortion.
This uncertainty can only militate against private sector investment in a highly competitive market.

3.4 The Future of Transport states that port developers will be expected “to contribute to the costs of
surface access improvements required”. No further guidance is given as to how the improvements required
are to be determined, nor the level of contribution required. The cost of surface access improvements can
be very significant and inconsistencies in the application of this policy have the potential to seriously distort
the market.

3.5 UK container ports also compete with publicly funded, and subsidised, European ports. With the
additional burden of road/rail infrastructure funding, investment costs for terminal operators on a per
container berth basis, results in the UK cost being approximately three times higher than in continental
Europe. Because most of the existing port industry is charging for its services on a historic cost basis, the
eVect of this three-fold diVerential has yet to be passed on to port users.

3.6 Failure to provide clarification on both the policy towards state aids, and the detailed application of
policy on the contribution towards the cost of surface access improvements, will inhibit badly needed
investment in UK ports. It is essential, to retain investor confidence, that there is certainty of process and
that all developers are treated equally.

4. Demand Forecasting

4.1 The forecasts published with the Ports Policy Review are slightly lower than those submitted as
evidence to the Public Inquiries into HPUK’s Bathside Bay and Felixstowe South projects. The HPUK
forecasts were accepted by the respective Inspectors and Secretaries of State at the time and have
subsequently been relied upon by Tees and Hartlepool Port Authority in their own application. However,
given the uncertainty inherent in forecasting, particularly long term forecasting, and noting further that both
forecasts are of a broadly similar order of magnitude, we believe they represent a reasonable basis from
which to work. It should be noted that the value of forecasts will diminish rapidly with time. It is important,
therefore, that periodic reviews of such forecasts are undertaken.

5. Meeting Demand

5.1 The current Port Policy Review recognises that growth, and pressure for expansion, is strongest in
the container sector. We would concur with the belief that it is this sector where there are implications for
port capacity. Issues arising from growth in trade are compounded by the need to accommodate ever larger
container ships. There is currently only limited capacity in the UK to berth the very largest ships; Felixstowe
has 900 metres of quay dredged to 15 metres depth, Thamesport 650 metres and Southampton 420 metres.
These are the only current options for the very largest container ships which can measure up to 400 metres
in length.

5.2 In early 2006 the Government gave approval for the development of HPUK’s Felixstowe South and
Bathside Bay schemes. These two schemes will provide an additional 2,750 metres of deep water container
berths able to accommodate the latest generation of container vessels. They will also increase capacity by
3.6 million TEU. At the levels of growth forecast in the Port Policy Review, Felixstowe South and Bathside
Bay alone will provide suYcient UK container capacity until 2020.

6. Regional Development Strategies

6.1 The eVect of emerging regional development strategies on the development and operation of ports
remains uncertain. It is to be expected that regional agencies will, in principle, support local port
developments. However, the use of public funds to subsidise developments in pursuit of regional goals will
distort competition, lead to the adoption of sub-optimal distribution strategies, and discourage potentially
more attractive, but totally privately funded, developments.
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6.2 With respect to deep-sea container traYc, the demand for additional port capacity is clearly focused
in the South East and Eastern regions of the UK. It has been suggested that constraining development in
these areas will help reduce traYc on particularly congested parts of the national road network. This is
not correct.

6.3 UK container traYc is import-driven and the majority of import containers are destined for the
southern half of the country. The majority of cargo on any deep-sea container ship calling in Northern
Europe is destined for ports on the Continent (typically something of the order of 75%), and all the major
services call at at least one port in the Benelux region. Shipping lines will seek a UK port of call that oVers
minimal deviation from this key route and will, therefore, continue to prefer ports in the South East.

6.4 There are major benefits for the carriage of goods by rail from concentrating calls in the South East
and particularly within the Haven ports where Felixstowe and Harwich are located. Felixstowe is the only
UK deep water container port served by a rail network cleared to carry high cube containers on standard
rail wagons. This, together with the availability of network capacity, and the economies of scale available
from a high volume port operation, mean there are 25 daily rail departures from the port, taking up to 8,500
long haul heavy goods vehicles oV the road every week.

6.5 Commitments entered into by HPUK to further improve rail connections mean that once the
Felixstowe South development is complete an even higher proportion of the port’s container volumes will
be able to move by rail.

6.6 No regional port has anything like comparable rail capability. Diversion of traYc to a greater number
of smaller ports will lead to a shift back from rail to road leading to a net increase in road miles. For example,
the TraYc Assessment for the proposed deep water container terminal at Teesport assumes that all traYc
generated will move by road.

6.7 It has also been suggested that routing traYc through “northern” ports, or encouraging future port
development in the “north”, would ease congestion on “southern” roads; the implication being that
congestion is significantly worse in the “south” than the “north”. In terms of government regions, however,
the Department for Transport’s own statistics show that congestion, as measured by average speeds on
trunk roads, is actually lower in the Eastern region, where both Felixstowe and Harwich are situated, than
in any other region in the UK with the exception of the South West.10

6.8 The premise that development in the “north”, certainly as opposed to the East, would lead to an
overall reduction in road congestion appears mistaken on at least two counts: greater rail capability exists
in the Eastern region taking a much greater proportion of traYc oV roads, and; Northern regions already
have a more congested trunk road network.

7. Surface Access

7.1 As stated, the Haven ports of Felixstowe and Harwich are served by the best rail access available to
any UK container port. They also have direct access onto the trunk road network including the strategically
important A14. It is, however, commonly acknowledged that both national road and rail networks have
suVered from years of underinvestment.

7.2 The Haven ports are already the major centre for container handling in the UK, and are the site of
the only two deep-water container port projects currently approved for development by Government. This
agglomeration provides benefit in terms of national transport planning and allows better use to be made of
scarce public investment in economically productive road and rail capacity.

7.3 The development of large hubs also helps stimulate coastal shipping. Coastal shipping represents an
under used resource for the distribution of containers around the UK. Support from Government for a
CNRS-type grant support scheme could help develop this as a realistic, and more environmentally friendly,
alternative to road transport.

8. Environmental Impact

8.1 It is important to distinguish between the environmental impacts of port operations and the wider
environmental impact of world trade. The environmental impact of port operations includes possible
habitat loss, changes to local hydrodynamic regimes as a result of port expansion, and noise, light and
emissions from port plant and equipment.

8.2 Ports have no control or eVective influence over emissions from ships, which are governed by
international agreements, or from road or rail transport moving goods to or from ports.

8.3 The process through which the impacts of port developments upon the environment are measured
and predicted is well developed. Combined with the Habitats Regulations and other environmental
legislation, these provide adequate protection for habitats from port development.

10 TraYc Speeds on English Trunk Roads: 2003, Department for Transport.
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8.4 The Environmental Impact Assessments undertaken as part of the Felixstowe South and Bathside
Bay developments also predicted future air quality levels. In neither case did they predict that local air
quality standards would be breached as a result of the developments.

8.5 There must be some doubt as to whether it is possible for a port to be carbon-neutral without external
carbon oVsetting measures such as forestry projects. While HPUK believes all companies should act
responsibly towards the environment there is no justification for placing a duty on ports, as distinct from
any other commercial entity, to be carbon-neutral.

9. Safety Measures

9.1 Due to the very nature of Port activities, Health and Safety is of utmost importance. In the past the
industry had a poor fatal and serious injury record. Over the last 10 years a great deal of work has been
done at both National and local level which has seen a significant reduction and exceeded government and
industry targets.

9.2 As members of ICHCA International (International Cargo Handling Co-Ordination Association)
and Ports Skills and Safety Limited (PSSL) HPUK is constantly searching for improved methods of work
and liaising with shipping lines and to improve work conditions.

9.3 In recognition of the commitment to Health and Safety, all three HPUK ports were awarded the
British Safety Council 5 star award in 2004.

18 October 2006

APPENDIX 10

Memorandum submitted by the Port of London Authority

Summary

1. The following issues and principles have underpinned the Port of London Authority’s response to The
Transport Committee’s call for evidence on the UK ports industry:

— In the current period of global uncertainty and focus on international terrorism, eVective
partnership working between the Government, the police and security services and the ports sector
is the most important means by which the security of the UK’s seaborne trading and commercial
links can be maintained. This liaison is working well in London.

— The owners of UK ports have a global perspective and will seek to invest where their returns are
maximised. Port polices and the attending decision-making process must be designed to allow the
UK to compete eVectively for investment with the State supported ports in Europe.

— The principle of using trade and capacity forecasts as a basis for the Government’s ports policy
review is sound, provided that there is clear recognition that ports operate in a very dynamic
market and therefore any forecast is subject to a significant degree of variability.

— The policy context at a regional level does recognise the role of ports as an economic driver and
international gateway. However, the market should determine where port development takes place
and consequent developments should not be subsidised, directly or indirectly.

— The approach to consenting port development whereby the external transport costs are identified
and negotiated with the developer needs to be the subject of clear guidelines which are consistently
applied in order to avoid market distortions. Provision should be made for agreeing these issues
in advance of applications being made. Where contributions to infrastructure are sought from the
private sector, these should only be required to fund the benefits directly attributable to the
development.

— The benefits in providing clarity across such a diverse and complicated spatial planning
environment such as that in the Port of London mean the creation of Master Plans for large ports,
notwithstanding that they would have no formal status in the planning system, is appropriate.

— Government should devote resources and invite applications for the support of a small number of
pilot freight schemes on viable inland waterways and short sea routes to examine the factors that
could lead to a sustainable increase in their use.

— It is diYcult to achieve a correct balance between environmental, economic and social factors
necessary for the delivery of sustainable development, but an appropriate balance is not being
achieved at present. The plethora of directives and legislation all seem to favour environmental
issues at the expense of economic and social factors.
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— To improve the predictability of the planning process, and to reduce the costs associated with it,
the early co-ordination of the work of the various environmental regulators could be beneficial,
particularly if there is a clear policy context in which they are required to operate.

— Improvements can and should be made to modernise aspects of the powers of Harbour
Authorities, including pilotage functions.

Security

2. Continuing tensions and a focus on international terrorism have resulted in a number of initiatives
aVecting the ports and shipping sector as a primary conduit of world trade and commerce. The PLA
recognises that, both as a major port and seat of Government, the tidal River Thames is of national
importance and therefore security measures must be rigorous and involve a number of relevant UK agencies.
Although continued vigilance is of paramount importance the PLA considers, from its perspective, that all
proper and appropriate measures to ensure the proper security of facilities on the River Thames are in place
or under development.

3. The PLA, as a Statutory Harbour Authority, has responsibility under the International Ship and Port
Facility Security (ISPS) Code for overseeing the security of port approach channels and anchorages. The
PLA has accordingly taken measures to, inter alia, increase and improve CCTV coverage in the lower
reaches of the River Thames. Additionally, the Department for Transport, Transport Security Directive
(TRANSEC) has designated the PLA a ‘Strategic Authority’ in respect of ISPS legislation. This requires the
PLA to take the lead in providing co-ordination and guidance for those facilities and terminals within the
Port of London covered by the ISPS regulations in respect of the port’s overall compliance with the ISPS
Code, and to maintain an overview of the maritime security regime. The PLA is also required to maintain
a port security plan, which has been approved by TRANSEC. This plan includes reference to the specific
measures in place to protect dedicated PLA facilities and resources crucial to the safe and eYcient operation
of the Port of London.

4. In meeting its ISPS responsibilities, the PLA has developed and maintains close working relationships
with the individual ISPS terminals within the port. A programme of liaison visits is in place, ensuring that
each terminal is visited at least annually. This liaison is proving valuable as training and exercising initiatives
are taken forward and the PLA begins to consolidate and develop its “Strategic Authority” role.

5. In terms of supra-national initiatives, the Council of Ministers has approved a new EU Port Security
Directive which the PLA understands is due to be incorporated into UK law during 2007. This Directive
supports and extends the existing ISPS legislation from the ship/berth interface to the wider port estate.

6. The PLA is a founder member of the Thames Counter Terrorism Partnership, which also consists of
the police forces of Kent and Essex; the Metropolitan Police; British Transport Police; the City of London
Police; and Government Agencies including UK Immigration Service, HM Revenue and Customs, the
Maritime and Coastguard Agency and TRANSEC. Its role is to deter, prevent and where necessary counter
any marine terrorist activity in the PLA’s administrative area. The PLA is the common factor across the
three administrative regions forming this partnership and is represented on both the Strategic and
Management Groups.

7. Within the police and UK Government national counter terrorist framework, the Association of Chief
Police OYcers (ACPO) has created a multi-agency forum (the Maritime Advisory Group) to develop both
the strategy and supporting tactics and operational procedures necessary to strengthen the national response
to a maritime terrorist incident. The PLA was involved at an early stage in the development of this group
and now represents the UK Harbour Masters Association on it.

Ownership and Accountability

8. The Port of London comprises over 70 independently owned terminals along the River Thames from
Putney in the west to Canvey Island in the east and includes a major oil refinery, the Port of Tilbury, Tilbury
Container Services and a range of other port facilities serving particular business and market sectors. These
terminals are directly competing with each other and with other UK ports for market share. The PLA works
closely with the terminal operators and other organisations on the river to support the development of trade
to and from the Port and the enhancement of services to port users.

9. Fundamental changes in port ownership have been occurring and these trends appear likely to
continue. Owners of UK ports have a global perspective and will seek to invest where returns are maximised.
The UK is therefore competing for foreign direct investment for the modernisation and development of its
port infrastructure against opportunities overseas. This will require the Government to significantly enhance
the process for determining applications for port development by improving the predictability and
timeliness of decision making. Without this, investment will increasingly go to mainland Europe where,
under the landlord port model, the port owner, in the form of the State or Local Government, takes the risk
of obtaining consents or is itself the consenting authority.
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10. The UK has built a dynamic and successful ports sector through the utilisation of market forces. The
Government should recognise its primary role in terms of ports policy is to promote the continuation of an
economic climate which enables the UK to compete eVectively for new port investment. This is vital if the
UK is to secure an eYcient, competitive and environmentally responsible ports sector able to compete with
the state funded ports in Europe.

11. One of the strengths of the UK ports sector is the diversity of ownership arrangements. Over the past
25 years, the PLA has transformed from being an integrated port operator into a customer focused harbour
and pilotage authority. This enables it to play an “independent” role with the terminal operators in the Port
of London and is strongly supported by commercial users. The PLA is a trust port, and is included within
the ambit of the review Modernising Trust Ports, published in 1999.

12. Within the PLA, the principles of the Guide to Good Governance contained within the review have
been observed. Indeed its accountability arrangements have been extended to include regular public
meetings with stakeholders along the river. Senior Managers have also participated in a scrutiny hearing
into the PLA with the Transport Committee of the London Assembly. These arrangements are in addition
to the well established consultative arrangements that the PLA operates with its customers, statutory and
non-statutory environmental groups and a host of other organisations whose activities are connected in one
way or another with the River Thames.

13. The Government’s ports policy review raises the issue of accountability for trust ports even where the
Guide to Good Governance is satisfied. In this context it also needs to be recognised that private sector ports
exercise statutory powers for which they should be as accountable as Trust ports. The PLA does not believe
it operates under any deficit in accountability and, on any objective analysis, the PLA is far more
accountable for its activities than any private sector company.

Planning and Infrastructure

14. The PLA believes that the principle of using trade and capacity forecasts as a basis for the
Government’s policy review is sound, provided that there is clear recognition that ports operate in a very
dynamic market and therefore any forecast is subject to a significant degree of variability. However, the PLA
has expressed a number of concerns in relation to the forecasts prepared by MDS Transmodal. These are
particularly acute where such forecasts are disaggregated into regions, and there are a number of errors in
relation to the forecasts as they relate to the Port of London and the three regions encompassed by it.

15. The PLA’s experience, in promoting the role and development of the Port of London across three
regions, is that the policy context at a regional level does recognise the role of ports as an economic driver
and international gateway and that, in broad terms, it is providing a sound basis for policy at the local level.
However, there are diYculties in ensuring that this regional policy base is appropriately applied through to
the local level. The Department for Transport should become more involved in the planning process at both
regional and local level to ensure that the role of ports is properly reflected in relevant development plan
documents.

16. The approach to consenting port development, whereby contributions to external transport costs are
identified and negotiated with the developer, needs to be the subject of clear guidelines which are consistently
applied in order to improve predictability and avoid market distortions. This approach must be considered
in the context of European ports, which are in direct competition with those in the UK and where necessary
infrastructure connections are generally funded directly by the State. The continuing delays to finally
consenting the London Gateway container port scheme, which are arising as a direct result of issues in the
adoption of this approach to transport connections, must be seen in this context.

17. It should be a clear principle that, where contributions to infrastructure are sought from the private
sector, the developer should only be required to fund the benefits directly attributable to the port
development. Clearly, for a direct access from the proposed port development to the trunk road network
the contribution will be substantial. For improvements to the trunk road or motorway network, the costs
will be substantially lower, particularly where the developer can manage traYc flows to and from the port
to avoid peaks. Therefore, the developer should not be expected to pay for general improvements to the UK
transport network, which should properly be the role of Government.

18. The PLA welcomes the commencement of the debate, initiated by the Government, on road pricing
as a tool for managing demand on the road network and believes this has a very important role to play in
the future of the UK’s transport system. It should be recognised that road pricing, if it is introduced, should
reduce the contribution demanded from developers of new port facilities.

19. The Port of London is unique amongst UK ports in terms of the development pressures it faces. The
financial premium inherent in residential development on the Thames waterfront within London (estimated
to be as much as 20% above comparable development inland) is beginning to be seen downstream in the
Thames Gateway. Comparable development pressures are now extending to the larger, deep water terminals
in Essex and Kent. The development of sensitive uses, including housing, next to terminals has, in the PLA’s
experience, resulted in complaints and ultimately constraints on cargo-handling operations in what is a
24-hour a day port operation. Firmer planning policies are required to deal with this issue, including an
extension to the policy to safeguard wharves and terminals throughout the Port of London.
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20. In order to create the conditions where cargo-handling can fulfil its potential, the PLA fully engages
with the 22 local planning authorities, one executive mayor, three regional assemblies and their attendant
regional development agencies within its limits in order to ensure that suYcient viable cargo-handling
capacity is safeguarded on the basis of a strategic timescale. In order to achieve this objective, the PLA has
worked closely with the Mayor of London and Greater London Authority to obtain Ministerial directions
to protect 50 wharves within Greater London. The PLA is now seeking, through the powers of the London
Development Agency, to compulsorily acquire a vacant wharf in order that it can be reactivated for cargo-
handling with a resultant increase in available capacity.

21. However, ensuring consistency in policy and decision-making process across so many diVering
authorities is extremely diYcult and time consuming, resulting in a high degree of uncertainty to port
operators seeking to invest. As such, due to the benefits in providing clarity across such a diverse and
complicated spatial planning environment such as that existing within the Port of London, the PLA would
support the creation of Master Plans for large ports, notwithstanding that they would have no formal status
in the planning system.

22. The PLA is considering ways in which to engage, at a strategic level, with the evolving plans and
proposals for the development of the Thames Gateway, a development project deemed by Government to
be of national importance. The PLA has commenced discussions with the Department for Communities and
Local Government to ensure that the importance and requirements of the ports to the Thames Gateway is
properly reflected within the evolving policy framework and that this approach would benefit from the full
engagement and support of the Department for Transport.

23. The transhipment of cargo between terminals on the River Thames within Greater London increased
by almost 47% to 1.84 million tonnes between 2004 and 2005, indicating that modal shift to inland
waterways, where facilities exist or could be provided to handle particularly bulk traYc, can be successfully
achieved. Evidence from operators within the Port of London suggests that a combination of the congestion
charge, the strong planning policies of the Mayor of London, including the safeguarding of viable freight
wharves, and the Freight Facilities Grant regime (albeit that this regime itself could be improved) have all
contributed to this increase.

24. Clearly, estuarial ports oVer the greatest potential for onward cargo movement by water inland, and
the PLA is aware of a number of proposals for increasing inland shipping within the River Thames and its
associated waterways. It believes that Government should devote resources to support a small number of
pilot schemes on viable waters to examine the factors that could lead to a sustainable increase in their use
for freight transport. These schemes would be evaluated by a small panel of experts and recommendations
made to assist in the transfer of best practice.

25. Similarly, the role of coastal shipping has not been fully exploited, notwithstanding the UK’s
extensive coastline and multiplicity of ports. A comparable exercise to that recommended for the inland
waterways should also be undertaken.

Environment and Legislation

26. Although it is diYcult to achieve a correct balance between environmental, economic and social
factors necessary for the delivery of sustainable development, an appropriate balance is not being achieved
at present. The plethora of directives and legislation all favour environmental issues at the expense of
economic and social factors. The achievement of a correct balance may become even more diYcult when
the implications of the Water Framework Directive and other legislation become clearer.

27. To improve the predictability of the planning process, and to reduce the costs associated with it, the
early co-ordination of the work of the various environmental regulators could be beneficial, particularly if
there is a clear context in which they are required to operate. Given the responsibilities of the DfT in relation
to the development proposals this coordination work could be led by another Government department or
agency which would have a clear remit to establish the areas that would need to be addressed in relation to
any application for Port Development and the process to be followed to address them. The result of that
work would then be factored into the Inquiry process.

28. Given the responsibilities placed on harbour authorities by the Port Marine Safety Code, the PLA
recommends that the legal process of developing, consulting on, making and confirming port and harbour
byelaws should be made far more straightforward, transparent and quicker. However, it should be
recognised that it is the process of having byelaws confirmed by Government confirmed which often results
in unnecessary delays.

29. A single objector to an HRO should not be able to hold up the whole consenting process. The
Secretary of State should have the ability to over-rule any such objection with a reasoned decision where he
considers that the objection is not material in the context of the proposed development. The measures sought
by Government within the Harbours Bill currently before Parliament is supported.

30. The PLA would also support the case for the Secretary of State having a reserve “Power of Direction”
to secure compliance with the Port Marine Safety Code where a Harbour Authority is acting unsafely. We
also believe that there is scope for modernising aspects of the powers of Harbour Authorities over other
areas of harbour authority powers including pilotage functions.
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Conclusions

31. By volume, the UK ports sector is now overwhelmingly owned by the private sector and its continuing
development depends upon attracting private capital. The PLA believes that the Government’s primary
policy objective should be to secure modern, eYcient and environmentally responsive port infrastructure
for the UK which enables it to compete eVectively, particularly for container traYc, with the main ports in
mainland Europe. The UK should be the investment opportunity of choice for port development in Europe.
The achievement of that objective critically depends upon the Government creating a predictable, cost-
eVective and timely process for the consenting of port developments where the market demonstrates that
such developments represent a worthwhile investment opportunity.

18 October 2006

APPENDIX 11

Memorandum submitted by Nectar

Introduction

This memorandum is submitted by NECTAR (the North-East Combined Transport Activists’
Roundtable) in response to Press Notice 58/2005–06 issued on 6 July 2006.

NECTAR has already submitted evidence to the Department for Transport’s “Ports Policy Review”, in
response to its Consultation Document issued earlier this year. However, we welcome this opportunity to
comment on the twelve questions and one statement that the House of Commons Committee has chosen
for its main consideration, and we wish to state at the outset that, although not experts in any way in
shipping policy or practice, we have consulted with those in the North-East of England who are, as well as
taking our own active and varied part in the recent Examination in Public of the North-East’s Regional
Spatial Strategy. We have received, and taken note of, the Panel’s recent report on this RSS, especially where
it refers to the future of the shipping industry in our region.

Another consideration that informs all our activities is the increasing evidence that use of fossil fuels has
led to excessive CO2 emissions, to the point where even the most sanguine of climatologists is expecting
dislocation of ice-caps at both poles, flooding, weather upheaval, problems with water supply, and even the
erosion—or, worse, total submergence—of land in places world-wide, including the eastern coast of
England. We have no wish to be alarmist, but a policy that is to last for the next 25 years or more has to
take these probable changes seriously, and to be framed with them in mind.

Replies to the Issues

1. Ownership of ports in the UK

In the North-East, there are six ports, representing three diVerent types of ownership. There seems to be
no clear correlation between size of port traYc and type of ownership; but an issue is raised by the nature
of one of these six ports, viz Tees and Hartlepool. Unlike the others, this is in eVect a combination of two
main centres of activity, one on each side of the Tees estuary. Whatever the reasons for the amalgamation
of these two port operations (plus others on Tees-side but further upstream, such as Stockton), we should
not want to see any steps taken to combine under one ownership the more self-contained ports elsewhere
in the North-East, eg Sunderland and Seaham, for any supposed reason of greater benefit. The Tees-side
situation has probably resulted from the increasing need to handle much larger ships dealing with far greater
volumes of bulk traYc, such as steel and chemicals, than could be handled further up-river. As it is, Tees
and Hartlepool is specifically mentioned, in the North-East Assembly’s response to the DfT, as the only port
on the East Coast able to handle 150,000 tonne vessels, a fact that all government policy-makers should note,
and hold at the forefront of their minds, throughout their ports policy deliberations.

2. Is the general policy framework, as set out in The Future of Transport, adequate for port operations in the
21st century?

Insofar as it makes the right general noises, from our point of view, it is. We reiterate, even so, our
introductory point about global warming, even as we welcome such clauses as 8.10—“through our financial
interventions we seek to mitigate the impact of freight transport on safety, congestion and the environment”—
and we advocate a new urgency in solving transport problems generally by using modes producing the least
possible pollution, as well as considering much more seriously how far, in the ports context, the UK needs
to reduce its need for imported goods, especially food and drink.
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3. Is the Department’s demand forecasting realistic?

Considering how energetically many countries in the Far East are expanding their industrial activities
with exports in mind, the answer has probably to be yes—subject to the all-important proviso that “the UK”
is by no means confined to the South-East of England when ports policy is under review. A glaring feature
of, the parallel DfT Consultation Document was its confident, but in our view highly erroneous, assumption
(p 23) that “for obvious geographical reasons (demand for ro-ro facilities) will continue to be strongly
concentrated in the south of England”. If, despite all evidence suggesting the contrary, the DfT saw fit so
to concentrate such demand, and indeed any future increase in merchant shipping operations, in South-east
England, it would clearly fall foul of its own clause 8.10 on mitigation of the impact of freight transport, on
road and rail alike, as congestion in the South-east is far greater than that in our region, for instance. Our
“global warming” point applies here, again, as does the implied absence from the South-east of any facilities
to match that of Teesport to deal with 150,000 tonne vessels.

4. Will the UK have the capacity to meet this projected demand?

Only, we think, if the DfT completely moves away from its stated assumption that only the South-east
ports can or should handle it. An integral part of any nation-wide ports policy must be the better distribution
of goods, both imported and exported, around the many other ports available, based on an objective
assessment of where and how each cargo is to reach its ultimate destination, or, conversely, leave the factory
and reach the port. Such an assessment would need to consider minimising congestion (road and/or rail)
and climate-change impacts, so also advocating, in some cases, modal shift from road to rail—following,
we are pleased to see, the recent examples of Tesco and even Eddie Stobart in this direction.

5. What is the impact of ports on regional development strategies?

Any Regional Development Strategy worthy of the name will take considerable notice of the roles, for
good or ill, that import and export trade via every port in its region will take over the next 20 or 30 years
at least. We are heartened to see, for instance, that the North-East Assembly has recognised the need to
improve rail links to both Teesport and the Port of Tyne, and that the recent RSS report (after the EiP,
Spring 2006) has endorsed this need.

6a Do smaller ports have an independent future?

Certainly. The function of each port diVers (fishing, coal exports, motor-vehicle imports, general
container cargoes inward and outward) to such an extent, and the growth of seaborne trade generally could
prove to be of such enormity, that all existing ports, regardless of size, may well be called on to handle
increased amounts even of what appears a specialised kind of produce. The only exceptions might be as a
result of over-fishing and/or failure to look after a niche market in the world of seaborne trade; but, even if
fishing levels continue to decline, ports aVected are often in areas where alternative uses—be they pleasure-
boating or, at the other extreme, cruise-liner calling-points—might be easier than average to find and to run
successfully.

6b When should the Department intervene?

Mainly where it is necessary to ensure that port development (or even port contraction) is evenly spread
around the UK. As matters stand now, the volumes of imports, at least, look to be increasing, for reasons
stated at Question 3; but, if conditions changed either wholly or partly worldwide, and port volumes began
to reduce overall, a policy of fair shares would be vital, to avoid the kind of industrial collapse that has been
seen in many parts of the country as well as in our own, because manufacturing, for instance, has been over-
optimistic in its activities.

7a Is surface access to ports adequate?

In many instances, no. The answer, in an era of expansion, is not, however, to build more roads, as an
expanding trade will call for more fuel-eYcient and less space-consuming expansion; this normally implies
rail connections, either enhancement of existing lines or (in very rare cases) provision of new or re-opened
rail links. But here, again, we think that an even-handed approach by the DfT is vital. Where ports’ access
facilities are already strained to the limit, their expansion should be discouraged in favour of putting more
traYc into those ports where access is far less hindered by congestion on road or rail—and which at the same
time are near to the origin or the destination of the cargoes that they are handling. This means, in our area,
the further development of the Port of Tyne and Teesport, even though their links do in some respects fall
short of the ideal—especially as Asda, for instance, has set up a distribution centre near to Teesport precisely
because, by comparison with other possible UK ports, goods imported here has shorter distances to travel
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to reach the shop-branches for which they are intended. Other ports in the North will undoubtedly fall into
a similar category, especially with the large proportion of the nation’s populationthat lives in Yorkshire and
Humberside, the North-West, and the North-East regions.

There arises also the idea of trans-shipment. Its adequacy or otherwise depends on what kind of cargoes
are involved, and whether the “connecting” vessels travel along the coast or continue via existing canals.

7b What is best practice?

That which disturbs the general environment least, yet allows the greatest possible tonnage of goods to
be conveyed to and from a port. In deciding how to improve on current practice in the UK, it could be
informative to study critically some near neighbours in Western Europe, with their road and rail links—
Hamburg, Rotterdam and Nantes, for instance—as well as their outports and links by inland waterway, if
applicable.

As adumbrated in the introductory remarks, we have general misgivings about how much cargo,
especially many kinds of food and drink, is making journeys that, in a context of greater environmental
concern, would be regarded as a luxury that we as the human race cannot aVord—in any and every sense.
“Food miles” in particular would be a particular target for our wrath, especially when journeys from
Australasia are taken just so that some northern Europeans may eat fruit out of season and out of natural
context. This, of course, applies to the whole discussion of the future of the Ports Industry; but it seems of
especialrelevance to this question and to those following.

8a How can ports reduce their environmental impact?

By giving strong preference to rail-borne over road-borne access traYc and, for imported goods, the
converse. The need to trade at all in certain items should also be under constant review, preferably leading
to decisions that reduce or, better still, terminate such trade.

8b Should there be a duty on all ports to be carbon-neutral?

This is a bit like saying “should everybody favour motherhood and apple pie?”: but it also could fall
seriously foul of linguistic sleight-of-hand, thanks to the developing fashion for planting a sapling or two
in the (highly unlikely) belief that this is guaranteed to cancel out the eVects on the atmosphere of all the
CO2 and other unhealthy emissions caused by a flight from here to the US. Rather than aiming for “carbon
neutrality”, the aim should be that every port’s activities produces as little carbon emission as is humanly
possible—and that ways and means to reduce this emission should be actively looked for, and then put into
regular operation, at all times. This latter stipulation must be maintained firmly; we all know of the natural
tendency, even by owners of 4x4 gas-guzzlers, to claim that their carbon emissions are the lowest possible,
even when objective assessment contradicts them. Whatever present levels are, from whatever source, the
policy objective should always be to reduce them further, no matter how daunting that might seem.

9. Are safety measures adequate?

We ourselves are not competent to say, but, without wishing to advocate increased danger in any sphere
of human activity, we do think that some comparison between safety measures in force here in the UK and
those prevailing at the three European ports mentioned at 7b could be very instructive to all concerned.

10. Are the UK’s 74,000 port workers adequately protected and working in good conditions?

Our main concern on this is to advocate that all port workers, regardless of their nationality, and of which
port owning company employs them, be given full recognition for the vital part that they play, and will
presumably continue to play, in Britain’s trading activity, and hence in increasing the general prosperity of
all the UK regions. We hope that this happens already.

We hope that it will continue to do so; if it does not, we urge that any hint of discrimination between
diVerent parts of the country over conditions of service should be sought out and removed; the problem of
uniformity of pay-levels and allowances may be more diYcult to solve equitably, but we also urge that, in
any event, there should be no diVerentiation on grounds of nationality and/or ethnic origin.

This may be a suitable point at which to remind ourselves that merchant shipping in and around this
country has, in the past, been at (apparently) greater volumes than at present, especially in ports such as
Bristol, Hull, Liverpool and London (witness the numbers of reclaimed docks in each of these ports). If
growth is now to occur, it must not be at the expense of the well-being of any workers, on or oV the ships,
even if the working practicesnow adopted as necessary for all are very diVerent from those of 40 or 50
years ago.

17 October 2006



3524743012 Page Type [E] 22-01-07 11:17:27 Pag Table: COENEW PPSysB Unit: 2PAG

Ev 202 Transport Committee: Evidence

APPENDIX 12

Memorandum submitted by Mr Nicholas Finney OBE

This contribution to the ports policy review is based on my personal experience of the ports industry over
25 years. In 1990 I established The Waterfront Partnership, the UK’s leading transport public aVairs and
public relations consultancy and during this time I have represented individual seaports and/or their
customers. Prior to that, I had an industry representative role as Director General of the British Ports
Federation and separately as Director of the National Association of Port Employees, posts I held between
1980 and 1990 inclusive.

In making this submission, I must make it clear that the views are entirely personal—they have not been
subject to consultation with any clients of Waterfront nor do they represent the views of any clients of
Waterfront.

A. Comments on the General Government Policy Framework

1. The maintenance and development of the UK seaports is primarily in the private sector’s hands. We
need to be clear that the current ownership structure, motivation for investment, and competition regime is
sturdy enough to deliver the public interest goals for a successful, modern and eYcient industry. For an
island economy this sector will always represent a vital part of our essential transport infrastructure.

2. The advantages of a “market based” approach should be debated more thoroughly.

3. The diYculty lies in the essential philosophy and fiscal framework governing the private sector. As
infrastructure owners and managers, particularly ones with local statutory and regulatory duties to perform,
they will be examining ways in which to enhance the value of their shareholders’ investments. In a
competitive environment, there will be market disciplines in place to prevent them from exploiting
monopoly power. For some ports, the competitive environment will be weak particularly if the costs of
moving installations and staV to another port are impracticable. Some trades are more flirtatious but even
these customers find that ever increasing quality standards coupled with safety and security issues and the
advantages of long term contracts makes moving less attractive. So inertia plays its part in providing a sound
base for investment (public good) but also increases the risk of monopoly service and pricing behaviour (not
to public good).

4. But however it is described, the shareholders invest in the expectation that their money will acquire
greater value over time both in capital terms and in equivalent interest growth through dividends. An
entrepreneurial management is there to achieve such results.

5. As long as there is relative market equilibrium, no severe external distortions, such as state subsidy,
and no fundamental market changes, the industry can proceed in a relatively untroubled manner.

6. One might question whether those seaport assets which are crucial to the UK’s economy are in entirely
secure hands, but so far the evidence is of adequate investment and continual albeit unspectacular growth.
And from the Government’s perspective, a very large chunk of essential transport infrastructure is being
maintained, renewed and developed without recourse to the taxpayer. There is therefore a strong incentive
not to do anything to destabilise the market.

7. The problem, if there is one, lies in testing whether this model does indeed meet the needs of the country
and the economy in, say, 10 to 15 years time.

8. There are global shifts and changes which suggest that there may be more severe diYculties ahead. And
international experience, looking at the way other countries are tackling such diYculties suggests that the
UK should take on board some more profound policy considerations.

9. The key issues, especially for a peripheral island economy, even one as large as the UK lies in
understanding what public policy must plan for. It is not suYcient to state that the market will determine
the future shape, size and investment profile of the seaports industry. The policy framework must give full
consideration to the points at which public interest can no longer be realistically served by the private
sector alone.

10. The issues are most easily described in admittedly theoretical scenarios:

(i) Land values for housing, particularly along a waterfront now deliver far greater returns for a
private sector owner of a port. Port operation facilities, even reclaimed land could be lost to higher
value residential building.

(ii) Seaport owners may lose interest in maximising returns through investment and growth. They
could merely seek an average and secure return on port assets. The problem is compounded if the
price paid for such assets is relatively high.

(iii) The market for new port investment might weaken. This is because the external planning risks and
costs are too high. Or it could be because the UK market is insuYcient, and too expensive or
ineYcient, to warrant expansion in the form of speculative new berth capacity or it could be
because planning risk and environmental regulation is too onerous.



3524743012 Page Type [O] 22-01-07 11:17:27 Pag Table: COENEW PPSysB Unit: 2PAG

Transport Committee: Evidence Ev 203

(iv) The new generation of container ships may no longer justify calls at UK terminals either because
unit loads for the UK are too small, or because UK port costs are too high or because port capacity
is too constrained. This scenario is more immediate given the fact that deep sea container vessels
which are double the size of existing UK call ships are now coming into service.

(v) Public subsidies to European seaport investments may also make it unattractive for UK private
sector developers to risk building new port facilities. Regional UK authorities and administrations
may put state funding into new UK facilities thus distorting market choice.

(vi) Public sector demands for developer contributions to pay for remote transport infrastructure
improvements coupled with the impossibility of recovering such costs from shipping tariVs, makes
the investment uneconomic for the private sector developer.

11. It is to be hoped that these scenarios do not all combine in such a fashion as to create an investment
crisis. Shipping will always be needed to provide the movement of physical goods and materials in and out
of the UK. There are those who argue that the demise of the UK as a location for direct deep sea calls by
very large container carriers (VLCCS) would be good for the regions and for the environment. Such benefits
have yet to be quantified. Whether the private sector will provide support for such market changes without
recourse to public subsidy is another concern.

12. The scenarios suggest that under certain circumstances, private sector investment, particularly in the
form of risk capital could dry up as a means of delivering the necessary transport infrastructure investment
inputs. It is also a possibility if private sector port owners become more and more detached from the
operational imperatives and long term investment planning which is the feature of many port
administrations objectives at the moment.

B. Regional Development Strategies

1. The Government has rightly identified municipal ports and small ports as being able to play a greater
part in the economic activity of their regions. Many small ports are trust ports.

2. The legal framework governing harbour authorities may no longer be fully supporting the regeneration
of this important sector of the seaports industry.

3. Two issues in particular might be simplified by new harbour legislation. Firstly the ability to move the
ports assets to alternative uses and the corresponding power to safeguard wharves and jetties for cargo
handling. And secondly the ability to amalgamate harbour authorities which are municipal or trust ports.
Both objectives would be beneficial to local and regional economies.

4. Further benefits would follow from the introduction of a new Harbours Bill to consolidate and update
existing harbour law. These would include:

— the clarification of trust ports status and powers;

— a revision of appeals procedures;

— updating of environmental, safety and security responsibilities; and

— State aids.

5. There is a case for bringing in some form of independent arbitration provision for statutory port
authorities. The current arrangements are non-existent and rely upon a judicial review. As for a regulatory
regime or mechanism, it is too early for such a body to be considered because harbour law is too fragmented.
If a new Harbours Act was to be considered, there should be a regulatory regime established, not least to
ensure that harbour authority powers and duties were capable of challenge by uses and stakeholders.

C. Some Proposed Policy Guidelines

1. What reforms and changes should be considered as a means of securing the long term benefits of
private sector ownership of seaport assets in partnership with public sector policy requirements? I have
concentrated on national policy whilst accepting that each region and local area will have its own objectives
for its local seaports.

2. The essential public interest tests for the UK seaports industry as a whole, and cascaded down, for
seaport owners and operators might be as follows:

(i) That the benefits of having highly competitive, eYcient seaport facilities should be maintained and
developed as long as it is economically viable to do so, financed by the private sector.

(ii) That the cost of continuing to maintain, renew and create new facilities should NOT fall on the
Exchequer, but should also remain attractive for private investors to finance.

(iii) That wherever possible, public demands for port estate developments that recognise
environmental protection and local amenity imperatives should be facilitated and that
partnerships (to include public sector fiscal contributions) between the private owner and the
public interest holder should be encouraged.
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(iv) That planning risks should be minimised and national policy on such matters as the Habitats
Directive should be clarified to allow common interpretation of external constraints wherever a
public inquiry is being held.

(v) That Government recognises a need to finance common infrastructure such as roads and rail
connections to ports without exploiting its monopolistic planning controls to the extent of
requiring financial contributions which go far beyond the immediate impact of the port
development.

(vi) That European policy in its widest interpretation is facilitated without detriment to the UK’s
particular focus on private ownership of seaports.

18 October 2006

APPENDIX 13

Memorandum submitted by the Honourable Company of Master Mariners

Introduction

The UK ports industry is vital to the economic wellbeing of the country. Over 95% of all goods pass
through ports and more than 20 million people embark on ferries and cruise ships every year. In areas such
as the Western Isles, the importance of shipping and the associated ports industry cannot be underestimated.
Further, moving goods and people by sea through ports is the most environmentally friendly mode of
transportation. All of this means that the UK needs a flourishing, eYcient and technologically advanced
ports industry, staVed by well trained professionals. Therefore, the Honourable Company of Master
Mariners welcomes the interest shown by the Transport Committee in this matter.

This submission is the result of a wide consultation of the members of the Honourable Company and the
proposals have been discussed and endorsed by our technical committee. As I am sure you are aware, we
are an independent professional membership organisation whose members must, as a minimum, be a Master
Mariner.11 Therefore, where our competence allows we will address your questions in turn before making
some suggestions for future steps.

Ownership of Ports in the United Kingdom

Ownership of ports in the United Kingdom is rapidly changing. The increased interest in the Ports sector
and the sale of major, ports groups such as Associated British Ports and PD Teesport to foreign investors
could have an impact on the Ports sector. In general, port authorities have a responsibility towards local
economic regeneration and sustainability. Furthermore in many cases port authorities take on a full
responsibility for the upkeep of estuaries and surrounding infrastructure such as Bristol and the Humber.
To this end it is important that ports remain in the hands of companies or consortiums that have this
requirement in mind. It is also important to recognise that monopoly situations can develop and (closed
port scenarios) can be created. To this end the government and the oYce of fair trading need to monitor the
situation.

Is the General Policy Framework, as set out in “The Future of Transport”, Adequate for Port
Operations in the 21st Century?

Generally yes. The main consideration that the policy does need to take into account though is funding
for infrastructure and the planning processes. In many of the recent documents on the subject the question
of who will provide the required infrastructure for the port expansion programme is unsure. In the responses
to the Ports Policy Review Document, it was clear from local authorities and local companies associated
with shipping that the government should look after infrastructure requirements to and from the ports. This
point is further underlined by the fact that many of our neighbouring EU countries subsidise both port
development and associated infrastructure requirements. Furthermore, the predictions made in the ports
policy review document were not conclusive with respect to road/rail infrastructure to meet the new
demands. The ability to move freight from road to inland waterways is highly unlikely and restrictive and
would require massive investment. Moving freight from road to rail is the preferred alternative but would
the infrastructure in the South East allow this? The framework did not explore in detail local opportunities
to relieve freight blockages. We feel that the current Laisse Faire approach has worked very well so far in
relation to ports. The growth in the UK port sector, with current regulations, has enabled UK ports to

11 A Master Mariner for the purposes of membership is defined as the holder of a Class I Master Mariners certificate of
competency, if they served with the Merchant Navy, or have held command of a major warship, if they have a Royal Navy
background.
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compete fairly with European ports. In summary, the port policy review document requires more in-depth
research if it is to be eVective. The Government need to have an idea as to what a freight optimised UK
would look like and talk with industry in terms of the provision.

Is the Department’s Demand Forecasting Realistic?

It is diYcult to project too far into the future as there are too many variables that can eVect changes in
these projections, this was raised in the ports policy review document where forecasting was attempted up
to 2030. In the departments Report on Ports 2003, the findings were all historically based with very little
forecasting re future volumes. Once again the report focussed heavily on the container trade much to the
exclusion of other products which according to the report formed the majority of UK port traYc. We would
agree on the report’s position regarding deep water ports and the fact that vessels in the future will not be
able to use many existing ports. To this end the proposals for building new facilities in river estuaries is
accepted together with the comments regarding good road and rail connections. The comments made
regarding transhipment are valid and if the UK does not provide deep water facilities then it will eventually
miss out on much, of the forecasted new business. We agree that the private sector is best placed to identify
new development opportunities but would restate that government assistance will be required to assist with
the infrastructure to support new business development. In summary, far more detailed forecasting taking
into account local possibilities needs to be carried out.

Will the UK have the Capacity to Meet this Projected Demand?

The report once again focuses too heavily on containerisation which according to the study only
represents a small percentage of total UK freight. The report does clearly foresee the requirement for
growth, however input from certain (interested) parties such as ABP and Maersk will definitely put a slant
on the requirement. One point that is highlighted is the delay in decision making even from the 2003 report
with most of the specific projects being well behind schedule. If the forecasted capacity within ports is to keep
pace with the annual growth then a much more streamlined decision making process needs to be adopted. It
is hoped that the forthcoming DEFRA sponsored Marine Bill will assist in this matter. The focus on the
South East needs to be spread to accommodate other ports such as Teesport in the North or other ports on
the West Coast and steps should be taken to try and induce shipping lines to deviate from this South Eastern
Corridor.

What is the Impact of Ports on Regional Development Strategies?

It is felt that ports are a main stay of localised industry and in order to be eYcient need certain criteria
to be met such as:

— Availability of land.

— Dedicated infrastructure (Road/Rail). Ports usually have dedicated entry and exit routes.

— Required skill sets.

The impact on regional development is usually around the infrastructure requirements and the large
projects such as new rail infrastructure. We know from the report that trades are moving between ports and
the associated labour requirements are moving with this business. Perhaps regional development for ports
needs to be handled separately to that of public spending and furthermore it may be a requirement for
private business entities operating within the ports to contribute to this development.

Do Smaller Ports have an Independent Future? When Should the Department Intervene?

Smaller ports do have a very important role to play in the future but the Department should keep a close
eye on the investment into these ports. Is the investment worth the returns? With the increase in the size of
vessels many smaller ports will be disadvantaged and may need to diversify into other business (marinas
etc). With the requirement to service much larger vessels the feedering of cargoes coastwise may be a new
requirement to take freight oV road and rail and smaller ports will have an active role in this process.

Is Surface Access to Ports Adequate? What is Best Practice?

From our research into the volume of global freight, we feel that the associated infrastructure is not
keeping pace with the increasing requirement. Ports being very separate operations need dedicated access
which does not always benefit the remaining business community in the region. The Report on Ports 2003
once again features heavily on the South East region of the UK and to this end this area will be most aVected.
It is not generally felt that the infrastructure will be adequate moving forward and simple explanations such
as moving freight from Road to Rail do not address the fact that rail in certain regions and ports is already
saturated. Best practice should be to fully involve both government and private investors in the process of
planning future infrastructure requirements.
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How can Ports Reduce their Environmental Impact? Should there be a Duty on all UK Ports to
be Carbon-neutral?

Ports should be inline with ISO14001 requirements however the points (under 117) noted in the report
are relevant. Ports can try to reduce carbon emissions by looking at alternative fuel sources, for example
bio-fuels, more especially wind and wave power for which they are ideally situated. One method of
controlling ship emissions whilst in port is to use shore-supplied electricity other wise known as Alternative
Marine Power (AMP) to run lights, heat, air conditioning and hot water. This method is also referred to as
“Cold Ironing”. These methods and other environmental issues such as contamination from bulk products
(coal) should be addressed with new technology such as that which has been implemented in the new bulk
terminals in Immingham.

At this time shipping companies are being forced to adhere to new legislation regarding sulphur free fuels
to reduce the NOx and SOx emissions and therefore it is only correct that ports should look to reduce similar
carbon emissions in the future.

Are Safety Measures Adequate?

Clearly from the report the measures in place regarding safety and reporting of accidents are not adequate.
The report states that on a per capita basis, port industries are more dangerous than both coal mining and
quarrying. In addition, it states that the lack of reporting over previous years has made it extremely diYcult
to understand the size of the problem. The report however tries to justify that the old Dock Labour Scheme
provided a platform for proper training and safety awareness; however, it fails to explain the complete
breakdown of the scheme towards the end of its life and the changes within the ports that needed to be
addressed. We need to remember that the old scheme led us to a position where UK ports were no longer
competitive and trade moved to the continent. Today, dock labour is more highly skilled and trained in
numerous disciplines. The port industry saw the demise of the fishing industry which in turn created a
downturn in dock labour. The port industry today is more diverse than ever before creating jobs in
numerous disciplines. Health and Safety of labour in general is a very important factor. Nowadays, many
companies operate within the Port Industry, these companies vary from Small and Medium Enterprises
(SMEs) to Multi-Nationals. Maybe the Government could look at providing funding to train and advise
SME’s with regards to Health and Safety to ensure that all parties are fully aware and compliant with current
regulations.

Are the UK’s 74,000 Ports Workers Adequately Protected and Working in Good Conditions?

We find it diYcult to comment when the number of UK. workers stated in the 2003 report varies so much
from the figure stated above. Port Skills and Safety Limited (PSSL) (as noted in section 59⁄Port Skills and
Safety Organisation) are supposed to represent the Port Industry. We cannot see how they can represent the
port industry when the statistics that they gather only represent 21% of port workers and their membership
represents a mere 26% of the total number. Maybe this explains why their reported figures seem so wayward.
We feel that to be able to fully understand and comment on the above, more substantial and in-depth
research needs to be undertaken in order to gain a more realistic picture of the working conditions of today’s
port workers.

Future Steps

We believe that there are a number of practical steps which could be undertaken which would greatly
assist the ports industry.

— Identify schemes whereby more traYc could be moved from ports in the Greater South East to
other parts of the UK. This would significantly reduce road and rail traYc in the highly congested
South East area and should reduce carbon emissions.

— Ensure that transport links are fully integrated between the ship’s side to the point of consumption.

— Reduce the focus on container trades and move it towards other trades such as bulk goods, which
make up a much greater proportion of the UK’s trade.

— Ports are dependant upon highly trained professionals moving from working at sea to working
ashore. The Government should work with the shipping and ports industries to ensure that there
are suYcient numbers of people embarking upon a career at sea to fulfil this strategic need. A
highly trained, safety conscious work-force would help to improve the safety record within this
sector.

19 October 2006
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APPENDIX 14

Memorandum submitted by the Wynns Group

Introduction

1. Wynns Ltd are the UKs only independent transport consultancy specialising in the movement of
abnormal indivisible loads. In 1998 and working on behalf of Powergen, Wynns engineered the delivery of
seven loads in excess of 150 tonnes to Cottam Power Station in Nottinghamshire. The loads were delivered
directly to site via the River Trent.

2. In November 2000 Wynns subsidiary company Robert Wynn & Sons Ltd was awarded an £8.5 million
freight facilities grant. The grant represented 99% of the total cost of the design and build of a specialist
ro/ro barge and the purchase and conversion of a former inland tanker barge.

3. The vessels, later named the Terra Marique and the Inland Navigator, work as a system to maximise
the potential of the inland waterway network for the carriage of the largest and heaviest abnormal indivisible
loads. Specifically, Special Order and VR1 categories which are granted for road movement by the Secretary
Of State for Transport. Special Order permits are issued for loads which when transported are either in
excess of 150 tonnes in weight, six metres in width or 30 metres in length and VR1 permits which are for
loads which when transported are above five metres in width.

4. The Governments “water preferred policy” was announced on 11 June 2002 by the then Parliamentary
Under Secretary for Transport David Jamieson MP and clearly states that.

5. “the Departments VSE Division will henceforth adopt a policy whereby water transportation is the
preferred mode for the movement of the largest and heaviest abnormal indivisible loads. Road movements will
only be authorised where the Department has considered the possibility but believes water transportation is not
feasible.”

Summary

6. The committee has asked for submissions commenting on the Ports Policy review and as well as
requesting views as to the adequacy of surface access to ports.

7. May I begin by stating that we welcomed the Government’s Ports Policy Review with particular
reference to consideration of inland connections to ports?

8. The UK’s commercial Inland waterways will, we believe, have an increasing part to play in ensuring
that the UK port sector continues to contribute greatly to our national economy.

9. The problems associated with port congestion and congestion on routes in and out of our major ports
are well documented. We hope that the thoughts set out below are a coherent set of proposals which
highlight the potential and if adopted we believe will ensure that the commercial navigations play their part
within a national and regional integrated transport system.

Wynns Response

10. We do not believe that the Government should rule out a port strategy, which is location specific.
As with Airports, we believe that the Government has a duty to ensure that port development is targeted,
proportionate and sustainable.

11. Having read Section 4 of the Ports Policy Review, we would advocate a two level approach.

12. Firstly the Government should make an assessment of the inland connections to all ports and publish
a table that ranks those with good inland transport links against those that do not. Further assessment
should be carried out into the potential improvements which could be derived should investment be directed
towards existing inland infrastructure.

13. Once this is carried out this should be used as a central pillar of the Governments thinking in the areas
of inland waterway and port development.

14. Secondly the ports themselves should be required to develop a “Master Plan”.

15. Each Port should be asked to clearly set out their thinking with regard to future development.

16. These master plans should be compiled using an agreed framework, which would include the
consideration of alternative modes of onward transportation. Such a framework should again give great
weight to the utilisation of existing inland transport links as well as consideration as to the potential to
upgrade such infrastructure.

17. We would ask the question: Is the Government doing enough to encourage traYc already using ports
to make more use sustainable modes of freight carriage for onward or inward freight carriage, and if not
what future measures might be taken?
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18. The Government we believe is in our opinion doing very little to encourage traYc from ports for on
carriage by inland waterway. I cannot site one regular cargo that is transhipped at a coastal port and carried
along the inland waterways that have come about as a result of government encouragement, either in the
form of grant aid or policy.

19. The government needs to review its grant regime and the way it makes regional funding allocations.
Commercial waterways often flow through various local authorities and even RDA areas and therefore can
easily be ignored. The Grant regime is cargo specific and therefore does not encourage ports, which will
handle more than one shipping lines cargo and many diVerent types of cargo.

20. We would make reference to our thoughts below which sets out what measures we would propose
that may be taken to encourage traYc to use the inland waterways as a means of freight carriage two and
from ports.

— Planning—The Government should follow the success that has been achieved on the Thames and
seek to role out nationwide a safeguarding of waterside sites throughout the commercial waterway
network.

— Departmental—The Government should transfer responsibility for the commercial waterways to
the Department for Transport. The DfT has responsibility for road, rail and Ports so why not the
Commercial Navigations. The potential of the inland waterways as a freight-carrying mode we
believe is being compromised by the fact that responsibility currently lies with DEFRA.

— Managerial—Those who are responsible for the managing of the commercial waterways should
be incentivised to increase their utilisation as a freight-carrying mode. Currently most of the
commercial waterway network is managed by British Waterways, who are funded in such a way
that does not encourage them to increase the amount of freight carried. This cannot be the best
way forward and we would request a review.

— Economically—Road pricing in one form or another will be upon us soon and therefore the
Government should start now to put in place the infrastructure and the incentives to encourage
the transfer of freight from road to water. The current grant regimes needs to be strengthened to
ensure that water is not loosing out to rail. Steps need to be taken to ensure that government takes
a joined up approach such that waterborne freight carriage opportunities are not lost.

— We would also suggest that consideration is given to the sighting of bonded warehouses.

Duty is payable on oV loading unless the cargo is placed in a bonded warehouse at the port. We propose
that bonded warehouses are sited at strategic interchange sites at the head of the commercial navigations.
We believe this would be another incentive for shippers to use inland waterways as opposed to road or rail.

To Conclude

21. Generally the development of an existing facility, port or otherwise, follows the introduction or
improvement of primary infrastructure put in place by central funding. It is then reasonable to request that
enhancement of that infrastructure is carried out by the developer who sees commercial opportunity.

22. This in the case of waterways would mean that government would have to invest in the waterway
network in terms of scale, reliability and integration following which commercial interest should be
stimulated through grant aid encouragement.

19 October 2006

APPENDIX 15

Memorandum submitted by ICHL

Introduction

Orkney is experiencing an adverse demographic change with the loss of the worker/producer element in
its population. This reflects emigration due to loss of employment resulting from the depletion of Orkney’s
natural resources. With the community becoming ever more dependent on UK subsidy, economic reality
means that to work is to emigrate.

A Crown Dependency since 1669, Orkney has been progressively deprived of its oil, denied its fishing and
is now losing its agriculture. But faced with economic collapse, rather than emigrate or demand the self-
determination and return of her own laws aVorded to the rest of Britain’s former empire, Orkney’s workers
and producers seek to pay their way and build a new, long-term economic future by utilising Orkney’s
remaining natural resources: strategic location and the world’s best natural harbour—Scapa Flow.
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The alternative to depopulation is to exploit the opportunity to develop, in Scapa Flow, an oV-shore
container transhipment hub. This hub will promote and facilitate the much needed, further expansion of
North European, Russian, North American Eastern Seaboard and Asia’s intercontinental trade. Rather
than continue to be forced to leave the islands to provide for their families, the Hub will provide Orkney’s
population with skilled work locally. While benefiting the Orkney economy with local employment and
direct access to world markets, this safe, secure, deep water hub will benefit the whole region, enhance UK &
European competitiveness and play a key, integral role in the continued development of the world economy.

Designed with the Industry, the Scapa Flow Hub combines deep water with the ScapaSystem(c)’s ability
to completely unload and reload the largest ships that are practicable (18,000 teu) in under 25 hours. This
facility will provide powerful benefits for the rest of the United Kingdom. As well as serving Russia and
North Europe, the Scapa Hub’s network of short sea fast feeder ships (SSFF) will deliver global container
business directly to Britain’s many local ports and communities at a fraction of current cost. This will
stimulate local economies and end UK road and rail congestion. Direct container delivery to and collection
from local ports for transhipment to fast, clean, cheap, environmentally-eYcient intercontinental megaships
at Scapa Flow also means landside delivery can be by EPRV, electric-powered road vehicles, drastically
reducing UK transport dependency on diesel fuel.

With the Scapa Hub’s SSFF, a further step can be initiated towards an oil-free all-electric Britain. This
would include ICHL’s All-Electric Britain(tm) project—integrating a Simplified Suspended Monorail
System(c) (SSMS(c)) with existing road, rail and air services. The resulting 5-modality, integrated UK
transport system (road, rail, SSFF, SSMS(c) monorail and air) will enable the UK to survive and flourish
in the twilight of the oil age. Transport industry staV can be employed where they earn most, in local delivery
and carbon fuels will be used only where they cannot be replaced. This system will reduce UK oil and gas
consumption to levels that can be met from secure sources of supply.

Background

In contrast to the massive public subsidy of many European ports, we agree with the UK Government’s
No Ports’ Subsidy policy. ICHL accepts that free market enterprise is more likely to produce self suYcient
and productive ports.

Historically, continuous subsidy since 1945 has fossilised the mediæval North European continental port
system that is based on the priorities of the Hanseatic League. It impairs European commercial
competitiveness. Its shallow river ports are maintained at massive public expense, imposing unnecessary
taxation and causing major environmental erosion. Globalisation made possible by the containerisation of
intercontinental trade has turned this inadequacy into crisis. Competition and congestion, environmental
concerns and rising energy prices are now imposing the economies of scale when the growth of the world
economy is outstripping Northern Europe’s ability economically to dredge and expand its continental ports.

The solution is already working in Southern Europe. It is to complement existing ports with oV-shore
transhipment. The transhipment component (where containers are taken into a continental port only to be
transhipped to another ship, to travel back out again to yet another port) is extracted from terminal port
activity (where containers are transferred between ship, road and rail) and re-positioned oV-shore. This
keeps oceanic ships on the ocean and feeder ships feeding the shallow traditional ports. This solution
overcomes congestion, reduces costs and pollution, enhances security, flexibility and reliability while
facilitating economic development, improving competitiveness and expanding intercontinental trade.

The location for North Europe’s container transhipment hub was determined after much sociological,
geophysical and economic evaluation. Strategically it had to be at either end of the obstruction the British
Isles pose to North European intercontinental shipping—either the Channel Approaches or Scapa Flow
There were two suitable sites: to build artificially out into the English Channel North-West of Le Havre or
to employ the naturally deep waters of Scapa Flow. Of the two, opposite the entrance to the Baltic and on
the shortest route to North America, Scapa Flow is better spatially and economically. In addition, the more
expensive French site was blocked as it would have rendered obsolete the near-by, orthodox Port 2000
development up the Seine.

Progress Since the Last Brief for the Committee (POR 22, 2002)12

Many forms of funding have been entertained inclusive of commercial and private funding. Fortunately
for Orkney the realities of the international situation, both commercial and economic have attracted new
financial support for the project. Currently Dr. C. Dremmel is coordinating and will be implementing
funding.

There is an important issue to be addressed, where the Committee can assist both the Hub programme
and the Public Interest. Scapa Flow has not one but two ideal Hub sites. The original Flotta (Calf-Golta)
site is threatened by the need for a UK strategic oil reserve (UKSOR). Members will be aware there is no
current UK UKSOR, only the excess capacity oil companies are required by Government to keep in their

12 http://www.publications.parliament.uk/pa/cm200203/cmselect/cmtran/783/783we23.htm
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systems. Honouring undertakings, to other members of the EU, to establish a UKSOR of firstly 90 and then
120-days, probably means positioning some 15% of the UKSOR on Flotta, in Scapa Flow. From Flotta
coastal tankers can supply both the UK East and West Coasts in time of crisis, independent of vulnerable
pipelines, roads and railways. This would restrict the Flotta Hub and its potential for future development.
It would also mix “fluids (oil) with solids (containers)” to which the market is averse (eg today’s shut-down
of Southampton). The Chancellor, through him HM Treasury, the Scottish Executive and the DfT have
been briefed on this,13, 14, 15 and asked for guidance: is there to be a UKSOR? If so, how much on Flotta? If
Flotta is involved, ICHL will develop the alternative and available site on Hunda.

Despite the increasing size of intercontinental ships and their need for a deepwater single stop hub in
North Europe, an alternative, shallow, dredged hub facility has recently been suggested by other parties,
based on the former RN “Golden Warf” facility at Lyness on Hoy. This would deny Danish and Chinese
operators the North European Hub they need for the 15,000 teu intercontinental ships they are now
deploying. In contrast to this, ICHL’s purpose is to boom the economy, blocking no one and serving all—
especially the new and future megaships, for which Scapa Flow is ideal and on which the world economy
depends.

North American and Russian Government requirements, for forward safe gateways/secure portals with
multi-modal scanning, tracking and surveillance of all in-bound containers are met by the ScapaSystem(c)
ship and container handling design. Scapa Flow has a 98-year track record of secure military and 30-years
of North Sea Oil terminal, pipeline and supertanker operations through prolonged periods of terrorism.
This has also demonstrated that intense maritime activity in the Lyness-Flotta-Burray area of Scapa Flow
(which contains both Hub sites) is compatible with the rest of Orkney’s unique natural environment. Further
environmental benefits include the Hub enabling intercontinental ships to avoid a whole week, every trip,
in North Europe. Saving that week, in its turn, saves an entire megaship on each North Europe-Asia service.

Summary

The original and continuing primary purpose of the ICHL Deepwater Hub= in Scapa Flow is to reverse
depopulation by providing secure employment and a long-term, sustainable, environmentally advantageous
economic future for the Orkney Community. This benefit will spread far beyond Orkney, Caithness and
Shetland. It will complete the UK port network, earn significant foreign earnings for the UK, clear
congestion, complement existing ports, revive the rest and provide the basis for the UK’s answer to the
Energy Crisis. Enhancing UK and North European commercial competitiveness, the Scapa Flow Hub will
also promote the market economy on which Russian Democracy and the integrity of the United States
now depend.

Lastly, as security concerns heighten, we believe it is essential that the United Kingdom and Northern
Europe, as well as their ally the United States, have a reliable, secure and speedy, economical and eYcient
deep water Hub that can maintain the surveillance, safety and security necessary to ensure the future of the
world’s container trade and through it the continued development of the global economy.

18 October 2006

APPENDIX 16

Memorandum submitted by Belfast Harbour Commissioners

Introduction

Belfast Harbour Commissioners (BHC) operates the Port of Belfast, the largest Trust Port in Northern
Ireland (NI). The Port is:

— A major driver of economic activity in NI.

— NI’s primary maritime gateway (circa 60% of total NI sea borne trade) and the region’s largest
logistics/distribution hub.

— A strategic resource for the entire island—20% of the island’s traYc is handled by Belfast.

— A major investor in NI infrastructure. By 2010 the Port will have invested circa £250 million over
a 15-year period in developing the Port and its Harbour Estate at no expense to the public purse—
making BHC one of the most significant providers of infrastructure in the region.

— A major catalyst for employment—175,000 jobs (25% of NI’s entire workforce) are supported
directly and indirectly by Port of Belfast activities.

13 Brief for the Rt Hon Dr Gordon Brown, MP, 20 May 2006.
14 Response to inquiry by the Scottish Minister for Transport, Tavish Scott, Esq, MSP, 15 August 2006.
15 Response to request for answers to questions posed by Dr Stephen Ladyman, MP, Minister for Transport, 31 August 2006.
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As well as managing pure Port operations, BHC has and continues to facilitate some of Northern
Ireland’s most significant economic regeneration projects within its Harbour Estate including the Northern
Ireland Science Park and Titanic Quarter, one of Europe’s largest urban waterfront developments. In the
past 15 years Gross Development Value estimated at £700 million has been progressed within Belfast
Harbour Estate at no cost to the Public Purse.

1. Ownership of ports in the UK

The Port of Belfast notes that although the mix of privately owned ports, Trust Ports and Municipal Ports
has changed little since 1997, there have been significant changes in the ownership of the UK’s private ports.

While it is not possible to comment on the potential long-term eVects of this change, the Port believes that
it does raise interesting questions about accountability within the port sector. To date accountability issues
have been addressed primarily by the Trust Port sector, but in reality it is a subject which applies to both
Trust Ports and private ports—particularly in light of increased overseas ownership within the private
sector.

2. Is the general policy framework, as set out in the future of transport, adequate for port operations in the
21st century?

In the context of Northern Ireland (NI), the most important role for Government should be to remove
those factors (such as Public Corporation status for Trust Ports) which impede commercial opportunities
and restrict earning generation.

The removal of Public Corporation status would provide BHC with much greater scope to enhance its
already significant contribution to the wider NI economy, not only through the provision of additional,
commercially funded port capacity, but also via other related investment projects.

Furthermore, in the case of Belfast, the ability of the Port to make investments should not be damaged
by expropriation of its land assets as potentially suggested in the NI Ports Policy Review (June 2006).

On a UK-wide basis, BHC is supportive of the approach laid out by Government in “The Future of
Transport” (July 2004) and “Modern Ports” (2000).

BHC believes that a market-led approach to the development of the UK port industry rather than central
Government intervention will continue to maximise benefits for ports, port users and the wider economy.

3. Is the department’s demand forecasting realistic?

With regard to Irish Sea forecasts, although the consultants employed by DfT (MDS Transmodal) agreed
at the Department for Regional Development’s (DRD) NI Ports Policy Roadshow in Belfast (June 2006)
that some progress has been made in providing specific forecasts of port traYc and transhipment for NI and
RoI, they also accepted that further analysis is required.

At present, therefore, there is no detailed analysis from Government available to inform ports or policy
makers in NI about what might be anticipated in terms of growth in port traYc.

Given that the Port of Belfast already handles 20% of the entire island’s trade there is significant potential
to capture additional traYc generated by the RoI economy which is projected to grow at 5% per annum
until 2010—well ahead of UK levels. Consequently, as an aid to long-term planning by NI Ports, BHC has
requested that DRD and/or DfT commission consultants to provide more statistically robust projections
for the Irish Sea market including an analysis of RoI demand.

4. Will the UK have the capacity to meet this projected demand?

From a Northern Ireland perspective, BHC recently commissioned a report from the Centre for
Economic and Business Research (cebr) demonstrating that port capacity provision across the region will
need to increase by 69% by 2025 to meet the demands of the economy.

The Port of Belfast is well placed to undertake the significant investment required to help meet this
demand, but it requires Government to create the necessary framework, namely:

(i) Declassify it (and all NI Trust Ports) from Public Corporation Status.

(ii) Proceed with the implementation of Extended Powers to place NI’s Trust Ports on a level playing
field with their competitors (as agreed by the NI Assembly in 2001).

(iii) Maintain the integrity of the Port of Belfast’s Harbour Estate which is an integral part of the Port’s
business model.
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5. What is the impact of ports on regional development strategies?

Although the DRD’s NI Regional Development Strategy does make brief reference to the strategic
importance of ports, such comments are not supported by any statistical analysis. A similar lack of relevant
data is evident in the DRD’s NI Ports Policy Review (2006). This is a disappointing approach given the
increasingly significant role which ports play in the development of the regional economy and the particular
importance of the Port of Belfast to the regional economy—handling 60% of all NI’s sea borne trade,
directly/indirectly supporting 25% of the region’s workforce and 29% of the NI economy’s Gross Value Add.

6. Do smaller ports have an independent future? when should the department intervene?

As stated above, BHC believes that developments in the port sector should be led by the market and not
Government intervention. BHC is strongly opposed to any suggestion that smaller ports should enjoy a
diVerent operating regime or benefit from public subsidies.

The port industry is heavily market led and financial discipline, particularly in the funding of new
facilities, is an important check on any oversupply of (inappropriate) port capacity.

Public subsidy which seeks to influence market choice should always be avoided because unless its purpose
is: very clearly defined; tightly controlled; and not directed at attracting other port’s shipping services, it will
eventually be self-defeating because public subsidy will weaken private sector investment in competing
ports.

7. Is surface access to ports adequate? What is best practice?

BHC has some concerns that insuYcient account is taken of the strategic importance of ports in the
development of surface access.

For example, the NI Roads Service has embarked upon extensive, ongoing works on the M1/Westlink
which carries a significant proportion of Port traYc. While BHC strongly welcomes such investment, the
Port was disappointed that the NI Roads Service did not assess the three-year long disruption to Port traYc
as suYciently important to warrant the provision of a Port only traYc lane on the Westlink during the course
of the works.

Furthermore, although BHC was consulted at an early stage in the planning process, it has concerns about
the length of time taken to assess the significant impact of the works upon Port traYc.

Regarding the question of best practice, there is a particular issue about the extent to which a port
developer should be required to contribute to surface access improvements. Given that NI is the only region
of the UK to share a land border with an EU Member State, BHC is acutely sensitive to the potential of
port contributions towards infrastructure in NI, but not in RoI, leading to a displacement of traYc.

As a case in point, BHC notes that the circa ƒ750 million Dublin Port Tunnel was funded entirely through
RoI Central Government and that there was no question of Dublin Port making a contribution to an
infrastructure development which directly benefited its operations.

In addition, BHC believes that if ports were to make a contribution towards major transport
infrastructure projects, it is essential that there are clear, preferential user rights for the port and port users.
At present, however, the technology required to facilitate this is not yet in place.

8. How can ports reduce their environmental impact? Should there be a duty on all UK ports to be
carbon-neutral?

In general ports are meeting their environmental duties and BHC is fully supportive of the principle of
sustainable development—indeed c 90 acres of BHC’s Harbour Estate has been set aside as a nature
conservation area.

In the minority of instances when environmental failure does occur, several significant contributory
factors include the complexity of legislation and the potential for conflict between diVerent regulatory
regimes and enforcement bodies.

With regard to the suggestion that all UK ports should be carbon-neutral, it is presumed that this refers
to emissions from ships in port. As such, the remedy lies primarily with the shipping industry, notably the
level of sulphur content of ship fuel, and not the port industry.
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9. Are safety measures adequate?

10. Are the UK’S 74,000 ports workers adequately protected and working in good conditions?

As serious accidents continue to occur throughout the port industry, there is an urgent and continuing
need to improve safety performance across the sector.

Notwithstanding significant improvements made in recent years, ports and port users still operate in a
very traditional environment compared to many other industries.

The “risk based” approach to prevention of accidents and ill health needs to be fully embraced, with
appropriate resources devoted to those most significant hazards and risks. The “Safer Ports Initiative”
(launched September 2002) has achieved much in modernising the approach to health and safety in ports.
Follow up initiatives need to address occupational skills standards along with the development and
dissemination of best practice in the management and control of risk within ports. The objective for the port
sector should be self-regulation to recognised industry standards.

Two areas of increasing concern include the co-ordination and control of third parties within the port
environment, and incidents associated with workplace transport and machinery of which there has been a
significant increase in the frequency and severity of recorded incidents. It is essential that a robust safety
culture embracing all port users and visitors is developed, implemented and reviewed for eVectiveness.
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APPENDIX 17

Memorandum submitted by The Institution of Civil Engineers

Institution of Civil Engineers

1. The Institution of Civil Engineers (ICE) is a UK-based international organisation with over 75,000
members ranging from professional civil engineers to students. It is an educational and qualifying body and
has charitable status under UK law. Founded in 1818, the ICE has become recognised worldwide for its
excellence as a centre of learning, as a qualifying body and as a public voice for the profession.

2. ICE’s 2006 State of the Nation report assesses and grades the UK infrastructure and makes
recommendations for its improvement. The report has been compiled by a panel of experts drawn from the
various fields of expertise across ICE’s membership. It is divided into subject sections including water and
wastewater, energy, waste management, flood management and transport, with seaports. A copy of our
report is enclosed and the seaports review provides further evidence of ICE’s opinion.

Ownership of Ports in the United Kingdom

3. Since the trend toward privatisation of ports and the abolition of the restrictive National Dock Labour
Scheme in the mid to late 1980’s, many major ports are now owned and/or operated by private companies.
Most of the remainder remain as independent trust ports also operating as individual business entities in a
competitive market, with municipal ports making up the balance.

4. Privatisation and the abolition of the Dock Labour Scheme have enabled UK ports to be among the
most eYcient and competitive in the world. In order to maintain this advantage and to provide economic
benefit to industry and consumers alike it is important for Government to allow the free market to continue
to flourish.

Is the general policy framework, as set out in The Future of Transport, adequate for port operations in the
21st century?

5. Yes it is. The document recognises the need for a balanced approach with Government committed to
supporting a strong shipping industry whilst minimising the impact upon the environment and local
communities. Shipping strength in moving freight and the environmental benefit of this mode of transport
are recognised.

6. However, although the document acknowledges that UK ports overwhelmingly handle freight and
that freight volumes are growing rapidly, ports are not mentioned at all in the freight chapter.

7. Reference to shipping and ports within the document acknowledged that further work is necessary and
anticipates the Ports Policy Review. The White Paper also recognised the need for sustainable port
development since three quarters of container traYc moves through just four ports in the South East. ICE
considers that sustainable port development in this context should include other UK ports which are well
placed to contribute to freight distribution.
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Is the Department’s demand forecasting realistic?

8. We consider that the department’s demand forecasting is realistic; however we have concerns that the
work by MDS Consultants does not accurately reflect the likely UK distribution of the increased volumes
of freight. MDS have used the GB Freight Model (GBFM) which assigns cargo volumes to the UK transport
network by UK region, sea mode and by route. We are concerned that for UK internal distribution
modelling the GBFM relies upon the Department for the Environment, Transport and the Regions Origin
and Destination Survey 1991, together with three other data sources dated 1999.

9. Consequently, noting that the 1991 data is being used to project forecasts up to 39 years ahead in the
future (to 2030), we feel that it would be unsafe to base policy about UK internal cargo distribution on the
review’s forecasts. More work is needed to refine the studies and some of the data inputs so that a higher
level of confidence may be placed in the study results.

Will the UK have the capacity to meet this projected demand?

10. Currently the UK does not have the capacity to meet the projected demand. With the continued
worldwide increase in containerisation it is vitally important for Government to recognise this and to
facilitate UK ports to expand or adapt to meet this increased demand.

11. Given the geographic closeness of several major European deep-sea container terminals the UK
continues to be vulnerable to competition from these ports a number of whom are subsidised by their
national governments. Vessels already destined for Europe will only make a direct UK call if shipping lines
consider both port capacity and economics dictate that it is beneficial to do so.

12. ICE considers that the UK road and rail inland distribution system does not have the capacity to meet
the demand created by new port developments. The approved proposals for container port expansion in the
Greater South East (GSE) require the developer to meet the full costs of providing the necessary
improvements to the oV-site infrastructure (ie road and rail). The high cost of such infrastructure at a time
when there are competing demands on developer resources could prevent work proceeding. Government
needs to make a realistic assessment of the contributions developers are able to make, particularly in relation
to small ports.

13. There are proposals from ports outside the GSE to expand their facilities which could satisfy the
demand for capacity in a potentially more sustainable way. These proposals may similarly be subject to
costly oV-site road and rail improvements that the promoter cannot aVord. If the demand for capacity
cannot be satisfied the trade will go to the competing ports in northern Europe.

What is the impact of ports on regional development strategies?

14. There is a tendency for each Regional Development Agency (RDA) to promote the ports in its region
but not necessarily promote transport links to ports in neighboring regions. A national policy steer is needed
to consider the wider infrastructure needs necessary to improve transport links to ports outside the South
East. The importance of rail freight and improvements to the rail network to provincial ports is essential.

15. Major ports currently satisfy the national as well as a regional demand for imports and exports—with
cargo being delivered and collected across the country to and from many ports. The current situation relies
upon market forces driving port development with no intervention from central government. RDAs already
recognise the importance of ports within their region. A national policy should promote the movement of
cargo from multimodal facilities outside the GSE. However, we accept that the GSE market is of great
strategic importance to the UK economy. Priority should therefore be given to facilities which in addition
to serving other regions can help serve the GSE.

16. As well as providing an essential link in the transport logistics chain in an ever increasing global
market, ports also require many local support services. This provides numerous employment opportunities
within the service sector eg agents, lawyers, transport companies, which adds to the economic prosperity of
the regions in which they are located.

17. It must also be recognised that we will soon have both:

— statutory river basin management plans under the Water Framework Directive (which should
describe any proposed developments which could aVect water status); and

— marine spatial plans under the Marine Bill (which may or may not include “preferred areas for
certain activities” or some equivalent).

Whilst it remains to be seen exactly how these will work in practice, these initiatives mean that each port
will in due course be subject to two (statutory) plans which (in theory at least) will go some way towards
indicating what/where port development will/can/cannot take place.
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Do smaller ports have an independent future? When should the Department intervene?

18. Smaller ports do have an independent future as many are extremely valuable assets for the UK. Their
locations and spread throughout the perimeter of the UK coastline put many of them in an ideal position
to serve local areas of the country without the need to rely on long haul road or rail transport. Indeed, most
small ports already serve specific sector needs within an area eg coal to a local power station, the export of
grain from local farms or gravel and stone from local quarries.

19. Small ports are critical to regional economies in terms of tourism, passengers, leisure and small
businesses like fishing. Although smaller ports would only be capable of handling short sea shipping through
transfer of containers at ports, there are some which, given the right market conditions, could help to
alleviate traYc from the major hub container ports to serve regional needs. Should this prove economically
viable, local road enhancements will be necessary to many of these ports. This may require Government
intervention.

20. Smaller ports may require more land to recognise their full potential and Government intervention
at local, regional or central level may be necessary.

21. The Department should encourage improved land-side links to ports from their hinterland where the
business case for development can be substantiated. Government intervention may be necessary if local
planning interests fail to understand and address the need for landside infrastructure improvements.

22. There may also be a need for Government intervention in the redevelopment of historic ports. For
example, many small ports have ceased industrial activity in favour of property development. However, this
raises a number of legacy issues. Many of these ports were developed over a hundred years ago and are now
considered important assets for other reasons, eg historical and/or recreational, which create economic
opportunities and benefits for the local community, for example through tourism.

23. There is also a general role for Government in ensuring that the planning and consultation process for
all major developments is more eYcient and evenly weighted in terms of the interests of all parties concerned.

Is surface access to ports adequate? What is best practice?

24. Surface access to most UK ports, in terms of roads, rail and waterway, is inadequate. Many of the
UK’s ports are located within major cities. These are cities with a maritime history and their development
and growth has been the result of their trading heritage. London, Southampton, Liverpool, Sunderland,
Hull and CardiV are a few of the ports whose history is associated with the urban development, as a result
the infrastructure serving these ports is generally inadequate because it is constrained by the other demands
of the associated urban landscape. In terms of highways, few of these ports have direct links to the UK’s
motorway network and journeys to and from these ports face congested roads through crowded urban
areas. For example, the Port of Immingham is 10 miles away from its nearest motorway (the M180), and
even the relatively modern port of Felixstowe is served only by a dual carriageway. Rail links to these ports
are also poor, partially as a result of their historical development and partially as a result of government
policy that limited the extent of the railway network.

25. The Port of Bristol is fortunate amongst its competitors and is an example of best practice. Bristol
developed as a trading city with a maritime heritage from pre-roman times but in the early 19th century
congestion at the city centre docks, the tidal range of the River Avon and competition from other ports
forced the port to relocate to the confluence of the River Avon and Severn Estuary, a position well away
from the city’s centre. Rail links were provided to the new docks at Avonmouth and Portishead and then
in the 20th century the M5 motorway was constructed with junctions serving the Avonmouth docks and the
new Portbury Dock. Bristol Port has excellent links to the national motorway network and is served by rail.

26. Inland waterways present some opportunities to move cargo. Peel Holdings are a private company
with responsibility both for the Mersey Docks and also the Manchester ship canal, previously these two
assets had been in diVerent ownerships, but now more work is being carried out to deliver cargo to and from
the Mersey Docks using the ship canal to link to producers and customers within the urban conurbations
around Manchester. Waterways do provide an adequate means of access at a number of ports.

27. Rail freight is vital and improvements to the rail network serving ports are essential. Improvements
are required urgently in the performance of Network Rail and the Rail Operators. Structural changes are
also needed, for example, reappraising the balance between passenger and freight traYc would help.

28. Improvements to surface access to provide capacity are an essential part of new port developments.
The approved port works at Felixstowe, Bathside Bay and London Gateway are all reliant upon new road
and rail works. It is currently anticipated that these new “oV-site” works will be paid for by the scheme
promoter but the costs are substantial and the schemes may not progress as a result. Surface access to some
ports will remain inadequate until it is recognised that road, rail and waterway improvements have benefits
for users other than ports and thus other bodies contribute to the cost of the oV-site works. It is recorded
that Hutchison Ports are required to fund improvements at Doncaster, some 180 miles from their terminal
at Felixstowe.



3524743018 Page Type [E] 22-01-07 11:17:27 Pag Table: COENEW PPSysB Unit: 2PAG

Ev 216 Transport Committee: Evidence

How can ports reduce their environmental impact? Should there be a duty on all UK ports to be carbon-neutral?

29. Ports generally recognise their environmental duties and the potential damage to their business that
lack of compliance could lead. Where feasible, all businesses will seek to reduce their environmental impact.
At ports there may be several separate businesses all engaged in addressing the core activity of cargo
movement, each business, whether it is port owner, shipper, hauler or stevedore will each have their own
environmental impact(s). There may be a benefit in a coordinated approach to reducing the environmental
impact of a port but it would be reliant upon a coordinator being found and all parties cooperating.

30. We consider that ports should endeavour to be carbon neutral but we do not believe that a duty in
the form of taxation is appropriate. A number of ports are already seeking to reduce emissions of greenhouse
gases as a means of combating global climate change. Renewable energy systems in the form of wind
turbines already exist at the Port of Liverpool and are being installed at the Port of Bristol.

Are safety measures adequate?

31. Port Skills and Safety Ltd (PSSL) is the ports industry’s organisation for health, safety, skills and
standards. Formed in 2002, PSSL has a wide remit to work with its subscribers, helping to raise health, safety
and skills standards in UK ports. We consider that PSSL, the Port’s own safety staV and the HSE are all
working to ensure that ports are as safe as reasonably practical.

32. In response to the Governments challenge to improve health and safety within UK ports, a national
Safer Ports Initiative (SPI) was launched in 2002. SPI set demanding targets for the ports industry to reduce
accidents which have now been met. The ports industry remains committed to the drive for continuous
improvement, illustrated by the launch of Safer Ports Initiative 2 in May 2006.

33. As responsible employers port owners, stevedores, shipping agents, pilots and others involved in the
port industry should recognise their responsibility to ensure safety measures are adequate.

Are the UK’s 74,000 ports workers adequately protected and working in good conditions?

34. Responsible port owners, PSSL and the HSE are all working to ensure that port workers are
adequately protected. Dock operations are increasingly being automated with a reduction in the
requirement for labour and the associated decline in exposure to hazards relating to cargo movement and
shipping; nevertheless certain port workers are required to work on vessels that involve exposure to all
weather conditions and in environments where the cargo is potentially hazardous. Implementation of
suitable working methods does reduce the risk to acceptable levels.
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APPENDIX 18

Memorandum submitted by 1st East

1. Introduction

1.1 This is a submission to the Transport Committee inquiry into the UK Ports Industry (Ports Inquiry)
by 1st East, the urban regeneration company for Lowestoft and Great Yarmouth (1st East).

1.2 1st East has two ports operating within its boundaries which have an impact on the wider
regeneration of the area. However, we have no direct influence on some of the questions being asked by the
Transport Committee enquiry.

1.3 Lowestoft and Great Yarmouth are part of a recognised sub-region in the East of England. Lowestoft
is on the north SuVolk coast and Great Yarmouth sits in Norfolk 10 miles north of Lowestoft. For the
purposes of the Ports Policy Review the sub region is included within the Greater South East.

1.4 The draft East of England Plan has undergone Examination in Public; the EiP Panel Report has
recommended the following transport strategy objectives relevant to ports policy:

— To contribute to a reduction in the region’s climate change emissions by reducing growth (in
traYc), and ultimately achieving an absolute reduction in traYc on the region’s road system.

— To provide for eYcient movement of passengers and freight through the region from the
international gateways.

— To reduce the transport intensity of economic activity.
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2. 1st East

2.1 1st East is a company limited by guarantee, set up to promote the urban regeneration of Lowestoft
and Great Yarmouth and has been designated an Urban Regeneration Company (URC) by the ODPM.
1st East is one of 21 URC’s set up across the UK.

2.2 1st East was approved as a URC by the ODPM in March 2005 and was oYcially launched in January
2006. Its principal aim is to address and reverse deprivation within the two towns, primarily through the
creation of jobs and the promotion of economic growth. It will also form a key delivery vehicle for wider
regeneration of the sub region as a whole.

2.3 The boundaries of 1st East cover around 600 hectares of land within Lowestoft and Great Yarmouth,
including approximately 26 km of waterfront. It has two ports within its boundaries—one operated by Great
Yarmouth Port Authority and the other operated by Associated British Ports. Proposals for the
development of a new outer harbour (EastPort) at Great Yarmouth form part of the URC Area Action
Plan.

2.4 1st East has a single vision for the two towns of Great Yarmouth and Lowestoft, which is to create:

— A great place to work.

— A great place to live.

— By doing it diVerently.

2.5 1st East has five key partners:

— the East of England Development Agency (EEDA);

— Great Yarmouth Borough Council (GYBC);

— Norfolk County Council (NCC);

— SuVolk County Council (SCC); and

— Waveney District Council (WDC).

2.6 In addition 1st East is supported by a Board consisting of representatives from private practice and
community groups, including the two Local Strategic Partnerships. The Government OYce for the East of
England (GoEast) has Observer status.

2.7 1st East has submitted its Preferred Options, one for Lowestoft, one for Great Yarmouth to the
respective planning authorities (GYBC and WDC). When adopted in draft as an Area Action Plan (AAP)
by the local councils it will form part of the Local Development Framework and will therefore have the legal
status of a “development plan”. This draft AAP status is anticipated in October/November 2006. The AAP
provides a strategic approach of cooperation between the two towns as well as a coherent plan of physical-
led regeneration in the specific Action Plan areas to transform significant areas of vacant and underutilised
brownfield within a concentrated timeframe.

2.8 The AAP will focus on priority areas for implementation and will seek to:

— Address barriers to delivery eg land ownership or infrastructure constraints.

— Act as a catalyst for development and a mechanism for co-ordinating public/private sector co-
operation.

— Specify and co-ordinate requirements for new infrastructure and services.

— Provide a mechanism for controlling development, to ensure it is of an appropriate scale, mix
and quality.

— Provide a delivery framework for co-ordinating public sector investment and programmes for
the area.

— Provide a spatial dimension to other local authority initiatives—eg the Community Strategy.

2.9 The URC is employment led and has 75 hectares of land immediately available for development in
Great Yarmouth and 45 hectares in Lowestoft and believes its regeneration strategy will deliver on a target
to create 2000 jobs by 2011.

2.10 In each town there are six key intervention areas. In Great Yarmouth these are:

— Runham Broad.

— Breydon Reach.

— Haven Approach.

— Ice House Quay.

— Nelson’s Bridge.

— South Denes (comprising South Gate, South Denes Industrial and EastPort).

In Lowestoft these are:

— East of England Park (Ness point).

— Fishers’ Wharf (the outer harbour).
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— Peto Square (Station Square).

— Kirkley Waterfront (the southern side of Lake Lothing).

— Lothing Crossing.

— Brooke Peninsula.

More detail about our priorities and the area action plan can all be found on the 1st East website
www.1steast.co.uk

3. 1st East Response

3.1 Ownership of ports in the United Kingdom

We have no comment to make on this question.

3.2 Is the general policy framework, as set out in The Future of Transport, adequate for port operations in the
21st century?

We support the view that the market should respond to increased demand by providing greater port
capacity and that it is the role of the Ports Policy to provide a national policy framework in which this
development can take place.

We feel that the ports policy should emphasise the importance of sustainable growth. The sustainability
of the ports policy should be considered in two sections:

— Sustainability of the growth in World trade. The future need for port capacity.

— Sustainable development of port facilities. Planning and regulation.

We support the continued investment in port facilities within the Eastern Region. It is important that the
environmental impacts of port developments are addressed through planning procedures. However,
investment in supporting infrastructure is essential to enable sustainable inland access to our ports.

Increased globalisation of trade, and in particular greater imports of manufactured goods from SE Asia,
has increased the importance of investment in deep-sea ports in south and east England. It is important that
trade through these ports is examined in a European context if UK ports are to remain competitive in
this market.

3.3 Is the Department’s demand forecasting realistic?

We have no reason to question the validity of the MDS freight forecasts. However, given the competitive
nature of the global shipping industry and the rate of global economic and technological change we feel that
these forecasts should be subject to periodic reviews.

The freight forecast report notes that UK GDP grows faster than the demand for freight transport and
expects world trade to follow this model in the long term.

The report acknowledges that growth is dependent upon the UK economy continuing to support a large
trade deficit, is this sustainable in the long term?

3.4 Will the UK have the capacity to meet this projected demand?

We have no comment to make on the question of capacity to meet project demand but make the
observation that the development of the new deepwater outer harbour at EastPort in Great Yarmouth will
provide new capacity creating a new European Gateway. It is vital that the hinterland is capable of serving
this new provision.

3.5 What is the impact of ports on regional development strategies?

The East of England Plan is not finalised but includes the following policy: “Access to the region’s ports,
particularly by rail and inland waterway, will be managed and enhanced to support development as it is approved
and to enable the ports to contribute to national and regional objectives in relation to economic growth,
regeneration and sustainable transport.”

The Examination in Public (EiP) Panel Report suggests the following amended objective for the Regional
Transport Strategy, “To provide for eYcient movement of passengers and freight through the region from the
international gateways.”
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3.6 Do smaller ports have an independent future? When should the Department intervene?

We have no comment to make on this question.

3.7 Is surface access to ports adequate? What is best practice?

Port growth is likely to be concentrated in the Greater South East due to the proximity of major shipping
routes. It is important that there is adequate infrastructure capacity to enable the safe, eYcient and
sustainable transport of goods to and from the major ports.

The major constraint to port development in Norfolk and SuVolk is access to the rest of Britain.
Correspondingly, infrastructure improvements will be vital to the regeneration of Lowestoft and Great
Yarmouth. Rail networks are limited and there is no motorway network within Norfolk or SuVolk. Both
Lowestoft and Great Yarmouth have a road network which is already at capacity at peak times and new
crossings at Lake Lothing (Lowestoft) and across the River Yare (Great Yarmouth) have been identified as
priorities within the URC Area Action Plan.

There are weaknesses in the delivery of infrastructure improvements. Port developers are required to
contribute towards the cost of providing additional infrastructure necessary to serve a port development,
with the remaining funding from government sources and through cooperative developments with bodies
such as Network Rail, ABP and the Highways Agency. It is essential that the government funding streams
are co-ordinated to deliver the entire infrastructure programme to a timescale appropriate to the port
development and to meet the wider transport needs consistent with regional priorities. 1st East, as a
government designated special delivery vehicle is well placed to provide the coordination and lead on the
infrastructure priorities.

In relation to Lowestoft and Great Yarmouth, policy to date has supported Lowestoft and Great
Yarmouth as a sub-region. The EiP Panel Report recommends that the sub-region is viewed as a Centre for
Economic Change rather than an economic Sub-Region. It is important that this change (if implemented)
does not impact negatively on the infrastructure requirements for developing EastPort and Lowestoft port.

3.8 How can ports reduce their environmental impact? Should there be a duty on all UK ports to be carbon-
neutral?

We have no comment to make on this question.

3.9 Are safety measures adequate?

We have no comment to make on this question.

3.10 Are the UK’s 74,000 ports workers adequately protected and working in good conditions?

We have no comment to make on this question.

19 October 2006

APPENDIX 19

Memorandum submitted by Network Rail

1. Further to the Committee’s announcement of its inquiry into the UK Ports Industry, Network Rail
would like to take the opportunity to provide the Committee with initial responses to the issues the
Committee intends to examine which we believe we can usefully contribute to.

2. The general policy framework, as set out in the Future of Transport document, provides a useful
starting point for consideration of a range rail issues related to port operations including capacity and gauge
clearance. However, we would expect the DfT’s High Level Output Statement (HLOS), due to be published
in 2007, to build on this and provide a clearer understanding of the relevant policy framework and to take
account of freight issues.

3. Our contribution to the HLOS is through the programme of Route Utilisation Strategies, the
production of which we lead on behalf of the rail industry since assuming this responsibility from the
Strategic Rail Authority as part of the Railways Act 2005. Of particular importance to the Committee’s
inquiry is the Freight PUS, recently published for consultation, which will forecast likely demand until 2015
and is developed from a detailed understanding of the network and in collaboration with our industry
partners. This is expected to’be further refined and developed by the consultation process.



3524743020 Page Type [E] 22-01-07 11:17:27 Pag Table: COENEW PPSysB Unit: 2PAG

Ev 220 Transport Committee: Evidence

4. This likely demand is anticipated by the rail industry to result in a significant growth in freight traYc—
a 30% increase in freight tonnes lifted in the next 10 years and a growth of 64% in deep sea intermodal trains
(particularly relevant in relation to port operations) by 2014–15. In light of this anticipated increase in
demand our Initial Strategic Business Plan details some £8 billion worth of enhancements to the network
which we believe will equip it to meet the future needs of both freight and passenger services.

5. Securing third party funding to develop the network is crucial and the Government’s Transport
Innovation Fund will play a vital role in allowing this to take place. Wherever, possible we will seek to meet
the port’s requirements without compromising the flexibility required in our use of capacity, given our
requirements to meet all our customers’ reasonable requirements and need to maintain and renew the
network.

6. In drawing these related areas together, we will continue to work closely with both the DfT and the
Government to identify how improvements to the freight network can best be funded.

7. With regard to the Department’s demand forecasting; our key concerns are to consider where freight
growth from ports has the potential to impact upon the railway and to ensure that the infrastructure will
continue to be able to service UK ports needs and not act as a constraint to their growth. As per paragraph
4, the industry predicts significant growth in freight transported by rail in the next 10 years.

8. In addition to deep sea intermodal trains, Electricity Supply Industry (ESI) coal movements are likely
to play a key role in determining the level of future demand for freight traYc. Given the uncertainty
surrounding this role, our RUS will contain scenario testing to ensure the findings are robust against
alternative assumptions—such as increasing imports through east coast ports or increasing the amount of
coal transported from Scotland via the Settle and Carlisle line.

9. Although suYcient at the present time, the requirements for surface access to Ports provided by the
railway are changing. The use of 9’6” containers (larger than traditional freight containers) is becoming
increasingly common and certain routes will need to be upgraded to “W 10” or “W12” gauge to ensure that
freight services are able to continue to operate into and out of British ports.

10. The RUS identifies a number of major issues in this regard and each one will require further
development with a recommendation based on the identification of a positive business case. Of particular
relevance is the clearance to W10 of the “Felixstowe—Nuneaton route” from the Haven ports to the West
Coast Main Line, providing additional capacity and shorter journey times for intermodal traYc. We also
expect to give further consideration to the enhancement of routes to Southampton.

11. Rail remains the most environmentally friendly means of transporting goods across Britain.
Although we would not propose to comment on the duty, or otherwise, of UK ports to be carbon-neutral
it is worth bearing in mind that transporting freight by rail can oVer significant environmental benefits when
compared to transport by road.

12. Developing rail links to and from ports would certainly be one way of reducing the levels of pollutants
generated by transporting freight from ports by road.

13. Every tonne of freight carried by rail produces at least 80% less carbon dioxide than by road.
Compared with carrying the same tonnage by road, rail produces less than one tenth of the carbon
monoxide; around one twentieth of the nitrogen oxide; less than 9% of the fine particulates and around 10%
of the volatile organic compounds.

14. As an example of the benefits of transporting freight by rail, the recent decision by Tesco to begin
transporting non-perishable goods by rail between Daventry and Livingston will remove 13,000 lorries from
roads each year—180,000 tonnes of freight. In turn, this will save more than two million litres of fuel
each year.

15. I hope the above information will be of assistance to the inquiry and, as always, would be pleased to
elaborate on any area of particular interest to the Committee.

18 October 2006

APPENDIX 20

Memorandum submitted by Humber Sea Terminal Ltd

Humber Sea Terminal

Humber Sea Terminal (HST), at North Killingholme, is the largest RoRo operator on the Humber,
shortly to be the largest on the East Coast of England. We play an important role in the Yorkshire and
Humber economy and are a vitally important gateway in the North of England for the import and export
of goods. Billions of pounds worth of freight passed through our port last year constituting a significant
proportion of freight handled by all of the Humber ports.
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HST is a subsidiary of Simon Group Plc. The port began RoRo operations with two berths in October
2000 and two further berths were commissioned during 2004. We recently received a Harbour Revision
Order, which enables us to construct another two berths. Preliminary planning steps have already been
taken for the creation of up to three more berths.

Investment in the current facilities exceeds £60 million and the construction of the next phase, complete
with landside infrastructure, will require a further £30 million. This level of investment reflects the rapid
growth of HST where volumes have increased by 300% in the last two years. It is also indicative of the level
of potential we see in the North of England, potential that we intend to realise through further growth and
investment.

More than simply adding to UK ports capacity, HST’s investment has created modern, purpose-built
marine and landside infrastructure facilities for state-of-the-art RoRo vessels. HST has made this
investment to meet the market demand for the import and export of goods to and from the Humber region,
and the UK as a whole.

HST is also a progressive employer. We provide well-paid employment for more than 200 skilled staV
with further growth in employment at HST planned in line with expansion.

Is the Department’s Demand Forecasting Realistic?

In August 2005, HST secured the first ever deep-sea car carrier business on the Humber with the advent
of Kia ships from Korea capable of carrying up to 5,000 cars/vessel. The continued development of HST
and other Humber ports will oVer a range of benefits to the region. HST in particular provides deep-water
access and we have development land adjacent to our existing and planned RoRo berths. We are in an ideal
position to meet additional capacity demands arising from growth in the RoRo sector in the North and
would suggest that the assessment of RoRo demand appears to overlook this.

While HST considers much of the MDS freight forecasts, as reiterated in the Ports Policy Review, useful,
we cannot agree that RoRo demand will be strongly concentrated in the South of England. Our experience
in growing a RoRo port from six sailings/week in 2000 to 30 sailings/week in 2006 demonstrates strong
growth in the North of England. This aligns with the MDS/Regeneris report which argues that measures to
increase traYc through the North’s ports, especially short sea RoRo and feeder traYc, would play an
important part in improving the UK’s overall transport infrastructure and reduce congestion in the South
and the Midlands.

Will the UK have the Capacity to Meet this Projected Demand?

Whether we will continue to have capacity to meet demand depends largely, in our experience, on whether
the UK Government provides suYcient resources to enable the timely consideration of Harbour Revision
and Empowerment Orders which allow port expansion. The existing framework for the consideration of
new or expanded developments is robust and acceptable. What we find unacceptable is the failure of the
DfT to manage the planning process eVectively thereby unnecessarily extending the decision timetable. The
two most significant issues here are:

1. Failure to manage the consultation process

(a) Statutory consultees although invited by the DfT to respond with views on a new development
within a specific time frame often fail to do so. The result is that the consultation period drifts with
seriously deficient intervention or project management by the DfT to elicit a timely response from
consultees.

(b) Our experience is that the DfT is under-resourced in areas critical to the progression of the
planning and consent process. It appears that the volume of work associated with the UK port
policy and planning process is not matched by the administrative resources necessary to avoid
unduly long delays.

2. English Nature (now Natural England)

English Nature (Humber to Pennines team in Wakefield) has openly acknowledged that its scarce
resources introduce delay in the consultative process. We have a high regard for English Nature but central
government must do more to provide the necessary resources to the newly formed Natural England to
ensure that the planning consultative process is improved and not slowed further.
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What is the Impact of Ports on Regional Development Strategies?

HST has a growing RoRo shipping business and also provides non-tidally locked deep-sea berths. In our
experience, there is a growing commercial demand for these services in the Northern region already, demand
that we are seeking to meet.

We are of the view that the regional development potential oVered by ports should be supported by both
central government policy and regional development strategies, but that this should not result in over-
prescriptive growth targets which are inflexible to changing commercial realities. HST strongly favours a
market-led approach to the regional dimension of ports policy supported by wider policies, such as by
strategic investment in regional transport infrastructure. Such an approach would allow regions to capitalise
fully on the commercial opportunities open to, and created by, Northern ports, without triggering the
diYculties associated with over-prescription.

Regional development strategies should facilitate growth, rather than dictate it.

Is Surface Access to Ports Adequate? What is Best Practice?

The South Humber Bank ports for the most part have good motorway access and the ability to cope with
substantial traYc growth without congestion. Despite this, further highway improvements will develop the
potential further. HST supports the dualling of the A160 from the A180 as promoted by the Northern Way
and recently endorsed by the Humber Economic Partnership in their City Regional Development
Programme but has recently suVered a severe setback when local authority port access road improvement
work was curtailed due to a withdrawal of central government funding. Had there been eVective
consultation by the Department for Transport (DfT) with North Lincolnshire Council, the importance of
port access improvement work to the area’s businesses, including HST, should have been identified.

HST is also concerned regarding the assumption’ in the MDS Transmodal report, used in the Ports Policy
Review, that forecast traYc growth can be handled in the Greater South East, which we do not consider to
be the case. Although we recognise, as do the British Ports Association, that devolving port activity away
from the GSE will require investment, there are clear environmental and logistical reasons for supporting
the growth of RoRo traYc through the Humber, which has been confirmed in work carried out by MDS
Transmodal and commissioned by HST. This work looked at forecast RoRo growth into the UK and the
Humber in particular and confirmed the need for additional RoRo capacity on the Humber South Bank.

How can Ports Reduce their Environmental Impact?

HST has a strong track record in environmental management and conservation. Our environmental
monitoring work, underway since 1995, has discovered an increase in the numbers and varieties of birds in
the intertidal habitat at North Killingholme. The mudflats closest to HST are the most favoured areas for
the majority of waders, and the noise associated with the HST operation does not appear to have a
detrimental impact with regard to wading birds.

We also endorse the requirement for an Environmental Impact Assessment (EIA) in association with port
development schemes as a systematic way of assessing a projects likely significant environmental eVect. The
EIA is a useful framework to ensure that the predicted eVects of a development are properly understood
before a decision is made. We would also agree, however, with the British Ports Association that a
proportionate, risk-based approach to environmental management, rather than a perceived assumption
against any development unless there is proven need, is more advantageous. Such an approach would not
be detrimental to the environment and may prove a more eYcient approach to planning proposals.

Summary

We very much welcome the Transport Select Committee’s inquiry into the future of ports, and in
particular the opportunity to raise the matter of under-resourcing for the process of obtaining consents for
ports development. This is a serious barrier to economic development nationally and regionally, and we
welcome the opportunity to raise our specific concerns as well as highlight the contribution of the industry
to the growth of the UK economy.

17 October 2006

APPENDIX 21

Memorandum submitted by the Health and Safety Executive (HSE)

This memorandum address the final two points set out in the press notice inviting evidence to the inquiry,
ie are safety measures adequate? and, are the UK’s 74,000 ports workers adequately protected and working
in good conditions?
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The Health and Safety Executive’s Responsibilities for Ports Safety

1. The Health and Safety Executive is responsible for enforcing the Health and Safety at Work, etc Act
1974, and its supporting regulations, in ports in Great Britain.

2. The legislation applies to all dock operations, on shore and on board ship, when. shore based workers
are involved. It does not apply to dock operations carried out solely by the ship’s crew under the direction
of the master, which is covered by merchant shipping legislation enforced by the Maritime and Coastguard
Agency (MCA).

Health and Safety in UK Ports

3. Recent years have seen the development of an increased awareness of health and safety issues, due in
large part to the Safer Ports Initiative, which Ports Skills and Safety Limited (PSSL) lead on behalf of the
industry. This increased awareness seems to be reflected in the accident statistics prepared by PSSL on the
basis of returns submitted by its members. These show a fall in the overall incidence rate of almost 32% from
4.1 per hundred in 2001 to 2.8 in 2004.

4. Calculating accident rates for clockwork has, however, historically been complicated by the diYculty
in identifying the numbers employed in the industry. Further details are set out in Annex 1.

HSC/E Strategy for Workplace Health and Safety

5. In 2004 the Health and Safety Commission published “A strategy for workplace health and safety in
Great Britain to 2010 and beyond”; setting out the Commission’s aims for health and safety in the workplace
and the contribution that HSE and other enforcing authorities could make towards achieving them.

6. Following adoption of the strategy HSE reviewed its activities in relation to docks and decided to
concentrate eVorts on developing partnerships within the industry which would enable the industry itself
to take a bigger role in setting standards for health and safety in ports. This approach appeared more likely
to deliver results than legislative and guidance projects previously planned.

7. The process was facilitated by the establishment, in 2002, of Ports Skills and Safety Ltd. (PSSL) as a
successor to the Ports Safety Organisation. A focus on improving skills to enhance health and safety and
business performance is a key element of the Safer Ports Initiative (SPI). This was set up, with support from
HSE, and contained ambitious targets for reducing accident rates in the industry. By 2004, the industry had
not only met these targets but had exceeded them. To build on these improvements the industry launched
a second phase of the SPI in May 2006.

8. HSE is continuing to work with PSSL to, help it develop a framework which will ensure that the
industry has a healthy, safe and competent workforce. As part of this, PSSL is developing authoritative
health and safety guidance for the industry, based on national and international benchmarks. This guidance,
partly funded by HSE, is intended to replace the existing HSE guidance with a document that is easier to
keep up to date and draws on the expertise that is available in the industry.

9. HSE’s work with the industry has-lead to developments such as the setting up of the—Safer Ships
Design Group, involving, among others the MCA, trade unions and insurers, to consider longer term aims
of improving safety by designing ships which provide a safer working environment for cargo handlers.

10. HSE continues to work closely with MCA and there are regular meetings between HSE, MCA and
the Marine Accident Investigation Branch (MAIB). Of particular success has been the joint work done to
improve lashing stations on board certain “problem” ships.

Workplace Transport

11. In 2001–02 to 2002–03, in line with the priorities set out in HSC’s Revitalising Health and Safety
initiative, HSE carried out a programme of visits targetting aspects of workplace transport in ports.

12. In 2002–03 workplace transport accidents comprised 9% of major accidents and 4% of minor
accidents in ports. In 2004–05 they accounted for 4% of minor accidents and less than 1% of major accidents
(one accident).

13. HSE has recently issued revised guidance on workplace transport safety. It is also consulting across
industries with a view to producing a workplace transport “route” map, which will provide consolidated
guidance on good practice in workplace transport operations.

14. As part of the programme for 2006–07 inspectors are looking at potential problems arising from
luggage handling at cruise terminals, and at how far the industry has taken up the use of reversing aids for
specialist machinery.
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Enforcement

15. HSE inspectors have a range of enforcement options, from advising employers in the case of minor
contraventions, through improvement notices, to prosecution in the worst cases. If there is an immediate
danger, they can issue prohibition notices requiring employers to stop an operation immediately.

16. In 2004–05 six successful prosecutions were taken, with fines ranging from £3,500 to £250,000.
Fourteen Improvement Notices were issued and three Prohibition Notices. Inspection activity was
maintained at a similar level to recent years with inspectors making 803 visits during the year.

Annex 1

Introduction

1. Because Standard Industrial Classifications (SIC) do not identify dock work as a separate category, it
is diYcult to produce accident statistics for the dock industry that are totally accurate. The table at
paragraph 2 is based on accidents reported to HSE under the Reporting of Injuries Diseases and Dangerous
Occurences Regulations 1985, under SIC 6322— Activities supporting water transport activities, including
stevedoring and other dock work. The totals in this table should not be taken as absolute figures as they may
exclude some activities connected with dock work and include others that are not. They are, however,
gathered on a consistent basis and can be used to identify accident trends in the industry.

2. The table shows the accident figures by severity over a nine-year period from April 1996 to March 2005
including the latest figures published for 2004–05 (provisional).

SIC 6322—Activities supporting water transport activities
Accident type 1996–97 1997–98 1998–99 1999–2000 2000–01 2001–02 2002–03 2003–04 2004–05

Fatal 6 1 4 3 5 3 1 2 0
Major 126 119 134 119 77 103 81 50 45
Over 3 day 478 568 559 617 531 548 442 239 250
Total 610 688 697 739 613 654 524 291 295

3. The overall trend indicates a significant decline in the number of accidents in this SIC from 2001–02
when the Safer Ports Initiative was launched.Ports Manpower Project4 HSE were involved in, and
supported the Ports Manpower Project commissioned by the Department for Transport to obtain better
data on employment and accident rates that can be reliably extrapolated and updated. This work forms the
basis of the figures in the Transport Statistics Bulletin produced by the Department for Transport in
November 2005. There is not yet a suYcient spread of data to enable this to be used to indicate accident
trends, but the incidence rate for 2004–05 of 1.2% is very similar to the rate of 1.3% derived from HSE’s
own statistics for SIC 6322.

5. The incidence rates from both DfT’s and HSE’s statistics are less than half that shown by the PSSL
figures referred to in paragraph 3 of the Memorandum. The likely reason for this is that the latter are based
on a narrower coverage of port employment activities and include companies (such as cargo handlers)
whose employees are involved in higher risk operations.

23 October 2006

APPENDIX 22

Memorandum submitted by Peel Ports

Peel Ports

Peel Ports is the second largest port operating group in the UK. Peel Ports operate the Port of Liverpool
and the Manchester Ship Canal, Clydeport, Medway Ports—Sheerness and Chatham—and the Port of
Heysham. These ports handle more than 63 million tonnes with Liverpool’s throughput of 33.7 million
tonnes, combining with that of the Canal of more than 7 million tonnes, representing the largest
concentration of activity within the division.

Peel Ports—Container Terminals

In addition to the ports operated above, the Peel Ports Group also operate the largest container terminals
in the ports of Belfast and Dublin, as well as a terminal in CardiV. Altogether, the Group’s container
terminals have a throughput in excess of 1.1 million teus per annum, with the container terminal in Liverpool
handling 625,000 teus in 2005. Liverpool is the joint third largest container port in the UK and the largest
container terminal outside of the Greater South East ports (GSE ports).
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Peel Ports—Container Shipping Division

Uniquely, the Peel Ports Group has a substantial involvement in container short sea and coastal shipping.
Its shipping arm operates container vessels linking Liverpool and CardiV with Dublin and Belfast as well
as Rotterdam and Antwerp with Cork, Dublin and Belfast. In January 2007 present Coastal service will be
upgraded to connect Southampton, Liverpool, Glasgow, Dublin and Belfast. In addition we link Rotterdam
and Antwerp to Grangemouth. This network handles 450,000 teus per annum serving door to door
customers, as well as providing feeder capacity to deep sea container lines.

Peel Holdings—Airports, Property, Energy and Economic Regeneration

The other interests of Peel Holdings include operating airports in Liverpool—John Lennon Airport,
Robin Hood Airport in Doncaster and the Tees Durham Airport. Collectively, the airports handle nearly
five million passengers per annum, with JL Airport in Liverpool handling more than four million as the
UK’s fastest growing airport. Peel also has major property interests including the TraVord Centre in
Manchester, an energy sector including renewable energy projects and a waste management division.

Through its diverse but complementary range of activities Peel Holdings plays a major role in economic
regeneration especially in the regions. The net asset value of Peel Holdings is more than £4 billion.

Comments on the Ports Policy Review

Our comments are focussing on the following issues:

(i) The continual concentration on the Greater South East Coast ports (GSE ports) as far as container
traYc is concerned and how it can distort Government policy to the detriment of northern ports
like Liverpool and more importantly industry in the regions.

(ii) Transhipment—it is has been suggested that the development of transhipment is not to the benefit
of the port industry or the nation—WRONG. It is a win for industry in the regions, a win for the
port industry in the regions and a win for the environment.

(iii) Northern ports like Liverpool need more support from Government policy re road and rail
infrastructure to address the dominance of GSE ports in the market.

(iv) Inland Waterways—delegate grant assistance to the regions.

(v) Ports and Planning—the value of the role of ports as instruments for economic growth in the
regions.

(vi) Road pricing—as long as it creates a level playing field in container transport and comparable
infrastructure is similarly treated.

1.1 We are concerned on how the use of forecasts especially in relation to containers can lead to favouring
the GSE ports. The growth in container trade is primarily based quite correctly on the Far East trade route
but the degree of growth should be questioned while the assumption that this growth will continue to be
centred on GSE ports will only continue to distort the market. This is exacerbated when in the Review
document there is reference to the response of shipowners who operate container services on the route who
indicate that they would not use ports outside of the GSE ports. They would say that as they operate post
panamax size vessels on the route and currently northern ports do not have post panamax capacity!!!!
However if the Secretary of State for Transport for instance decides in favour of the Port of Liverpool’s
Harbour Revision Order to build a post panamax terminal then the response to the question might be
diVerent in the future. This would be to the benefit of the nation—where ships can bring cargoes closer to
the point of origin and consumption into the North West and beyond rather than be transported from GSE
ports. This will then break the dominance of the GSE ports and introduce real competition into the market.
If post panamax capacity is not provided outside of the GSE ports then the shipping lines are in a cosy
position. Leaving industry in the Midlands and the North continuing to bear higher transport costs to get
their goods to and from GSE ports. The “acid test” is that the market ie Peel Ports is prepared to take the
risk of investing nearly £100 million in developing such a facility to attract such trade.

2.1 The question of transhipment. The Review document gives the impression that loss of transhipment
trade to North West European ports such as Le Havre, Antwerp or Rotterdam is to the detriment of the
UK port industry or even the UK economy. The resurgence of Liverpool from nine million tonnes in 1984
to nearly 34 million tonnes in 2005 is a clear indicator of the growing support the Port can attract when it
wins new services. Part of the reason for the Port’s growth in container trade is the advent of “branded”
deep sea feeder services into Liverpool in 2001. Today, nearly 20% of the Port’s container trade is
transhipment trade—this is more than 100,000 teus which would have previously been shipped through GSE
ports to the North West Region. Surely it is logical for Liverpool to see such trade as local business

2.2 Here two of the world’s largest container lines operate their own feeder vessels linking Liverpool into
their global container networks operating into the Continent. As a result exporters and importers in the
North West region are gaining access to over 100 non EU markets through Liverpool. They benefited as
they could service these markets at lower cost—at least £200 per container move saving—compared to using
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the GSE ports even when paying a premium on the freight rate to have their containers in Liverpool. How
does this add to overall import and exports cost as alleged by the Review? If it did then shippers and receivers
would not use them!

2.3 Although the development of transhipment might not be to the benefit of GSE ports—it is certainly
to the benefit of those shippers and importers in the regions using Liverpool and the environment as goods
are brought closer to home by sea. Importantly, we see the growth of transhipment traYc in Liverpool as
a spur to attracting more direct deep sea services. As more shippers and importers return to using Liverpool
then a momentum is created which gives the opportunity to encourage lines to consider serving Liverpool
direct as they see their customers migrating to Liverpool. In 2006 Liverpool has attracted three new direct
deep sea container shipping services.

2.4 The transhipment study asked the question about the reluctance of ports outside of the GSE ports
to acts as feeder ports to the GSE ports. One reason is due to price—“double handling” containers at ports
around the coast puts an even greater pressure on the price for stevedoring services etc as they are competing
with comparatively short distance domestic transport charges.

2.5 Secondly, why would the regional port operating companies be enthusiastic to in eVect support the
GSE ports when they are trying to attract either direct deep sea services or feeder services operating from
European continental ports themselves?

3.1 The support the Government has given to upgrading road and rail connections to the GSE ports has,
we believe, distorted the market and created a “M25 eVect” in funnelling more container trade to these ports
at the expense of the ports in the regions. The Port of Liverpool is of national importance yet has received
very little, if any, Government support in improving road and rail access in the last 10 years.

3.2 However, the Port of Felixstowe with just one project, benefited from an estimated £40 million in 2005
in having Network Rails’ infrastructure upgraded to handle 9ft 6ins containers on standard rail wagons to
and from the port. Now the Port of Felixstowe can deliver these containers by rail into Merseyside but rail
services from the Port of Liverpool cannot!! Such has been the inadequate response from Network Rail to
our request to have the same capability at much lower cost that the Mersey Docks and Harbour Co—now
the Peel Group—volunteered to fund the improvement to Network Rail’s own infrastructure connecting
the Port of Liverpool to achieve the same ability as Felixstowe. Yet the reaction of Network Rail to process
the project means it will have taken nearly three years to complete if the work is carried out in the summer
of 2007. We understand that the Port of Southampton could enjoy the same advantage as Felixstowe with
public sector support of approximately £50 million!! At Southampton which has a major share of UK-Far
East trade the imbalance in trade is approximately four full import containers to one full export container—
therefore the Government would in eVect allow public sector finance to support the transport of returning
empty containers!! Meanwhile other projects for Liverpool such as the reinstatement of the Olive Mount
Cord, an estimated £7 million project, is still awaiting the go ahead of Network Rail. Our campaign started
in 1997 to have the Cord reinstated to facilitate the growth of rail traYc from five separate railheads
operating within the Port of Liverpool as well as increase capacity for passenger rail traYc at Lime Street
Station but still there is no clear indication that this project will be completed within this decade.

4.1 Inland Waterways. As the operator of both the Port of Liverpool and the Manchester Ship Canal
since September 2005, we now see opportunities to transfer more cargo from road onto the Canal—the
busiest Canal in the UK. We are first trying to stimulate the transfer by a very flexible pricing policy but still
opportunities are being lost. If there was some direct financial intervention via the new Sustainable
Distribution Fund in the form of grant assistance to encourage the transfer then more could be achieved at
comparatively low cost. If the Canal could be treated as something similar to railtrack infrastructure then
this might open the door to make an impact on modal transfer. Our preference would be to have the financial
assistance from the SDF delegated to the relevant RDA eg NWRDA or in our case the Government OYce
North West to administer in order to speed up the process and make it industry friendly. As we see the
opportunities to transfer cargo from road to Canal as being mainly ‘intra-regional’ that is using the Port of
Liverpool’s as a “hub” to distribute trade within the North West.

5.1 Ports and Planning. The Review does not take into account that ports do not function in isolation.
We would hope that a new Port Policy would enable the Government to set up a positive framework for
port development, its role in stimulating economic activity and generating employment and the need for
eVective integration of associated transport infrastructure. In employment terms alone the Maritime
industry on Merseyside employs 26,000 people—the largest Maritime sector outside of London—and a
sector which is in fact growing jobs on Merseyside. Yet this role is easily overlooked by we believe
Government Departments and Public Sector Agencies who would, for instance, more readily identify with
the airports industry. Although we see Regional Agencies as best placed to determine the future of their
regional ports it is essential that it is undertaken within a National Framework set out by the Government.
And for instance the messages contained within the Air Transport White Paper regarding the support of the
Government for the provision of airport infrastructure and capacity would be welcomed if there was a
similar outcome from the Port Policy Review.

5.2 We are concerned that the Review has placed so much emphasis on the production of forecasts. These
should be treated simply as indicators rather than, as we fear, instruments for policy development. One thing
is for certain, these forecasts in many cases will be wrong as there will be many extenuating circumstances
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which will aVect outcomes. For instance, who would have predicted that the Port of Liverpool having
slumped from 29 million tonnes in 1970 to 9 million tonnes in 1984 would be handling nearly 34 million
tonnes today—certainly no consultants!!

5.3 The Peel Group is familiar in developing Masterplans either in relation to the development of its
Airports and regeneration initiatives. Masterplans need to allow for business to push the boundaries while
accepting that information in relation to business development is commercially sensitive. While producing
Masterplans is expensive—in the case of airports approximately £300k—for ports this figure will be higher
as dock estates tend to be larger and more diverse and complex. We are therefore of the view that if
Masterplans are to be introduced then they should be developed in conjunction in an open and pragmatic
manner with the relevant Local Authorities and not become burdensome, bureaucratic and expensive
exercises.

6.1 Road Pricing. The UK has the benefit of being an island with a particularly vibrant, competitive and
diverse port industry. Yet so much of its container trade is hauled either by road or rail over unnecessarily
long distances on infrastructure from GSE ports that is not geared up for such extensive and narrow use.
The alternative is for the container industry to be encouraged to start to spread its trade to the ports closer
to where the cargo is consumed etc. If road pricing is to be introduced then there should be some balance
in rail pricing to encourage container lines more actively to bring cargo “closer to home”.

14 November 2006

APPENDIX 23

Memorandum submitted by the Freight Transport Association

Introduction

1. The Freight Transport Association (FTA) represents over 12,500 companies engaged in the transport
of freight both domestically within the UK and internationally. Their interests range from those as
operators, carriers, freight service providers, through to customers—suppliers of raw materials, retailers,
manufacturers, and wholesalers, covering all modes of transport—road, rail, water, air and sea.

2. Whilst some FTA members are port and terminal operators, FTA’s focus on ports policy is determined
by the needs of the port users.

3. This submission builds on our response to the Department for Transport’s consultation on ports
policy, and addresses the questions the Committee wishes to look at, that are relevant to our members’
interests.

Background: Trends in Freight Transport

4. The current freight and logistics industry has changed significantly over the past 10 years. This change
has been driven by several factors, including:

— Globalisation;

— Internet and web enabled supply chain management tools;

— Bar coding, stock control and inventory management systems;

— Information communication technology applications;

— Consolidation;

— Retailer-led supply chain dominance in European market (ie from “push” to “pull” supply chain
economics); and

— Service industry importance in economy.

5. Given the scale of the change that occurred over the last 10 years, the assumption can be that the rate
of change in the freight and logistics industry in the next 10 years will at least equal, if not exceed, that of
the last decade.

6. Manufacturers and retailers will further seek to use logistics to optimise their supply chains and reduce
their costs to remain competitive in the new global economy. Outsourcing to third party logistics managers
and operators in the manufacturing and retail sectors will increase substantially.

7. Consolidation in manufacturing and retailing will place increased pressure on logistics firms to
“internationalise” their service oVerings. The trend, in the medium term at least, towards large centralised
warehouses is likely to expand further into pan-European distribution centres as manufacturers and retailers
establish pan-European and global supply networks.
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8. The intensification of competition arising from the impacts of globalisation, new environmental taxes,
higher fuel costs and fuel taxes could force manufacturers and retailers to further reduce their logistics and
supply chain costs. This is likely to lead to greater co-operation between competitors, manufacturers and
retailers to share or jointly invest in distribution centres to achieve economies of scale. Alternatively, large
global third-party logistics (3 PLs) will provide these facilities as it will become uneconomic for individual
manufacturers and retailers to invest in non-core and relatively small warehousing and distribution centres.
It is possible that such co-operation may extend to the ports sector which seeks to provide the shippers and
logistics industry with the services and facilities they require in their supply chains, and attract their traYc
through their ports.

9. The liner shipping industry is consolidating fast. The top 10 liner shipping companies now have over
50% of the global container shipping market. It is not an unreasonable assumption that in the next 10 years
the liner shipping market will be dominated by four to five mega carriers. This will significantly raise the
barriers to entry as these leading brands exercise their dominance through their economies of scale and
scope. This makes the likelihood of the ports seeking influence over the mega-carriers through the shipper
potentially more likely.

Ports Policy Assessment

Q. Is the general policy framework, as set out in The Future of Transport, adequate for port operations in the
21st century?

10. FTA welcomes the Government’s decision to review its port’s policy. The present circumstances do
not lend themselves to providing clarity over the country’s ability to provide the port services required by
industry in the short, medium and longer terms. The current picture is confusing.

11. Growth of imports is fuelling a growing demand on the ports sector to provide more cargo handling
capacity and value-added services.

12. Nevertheless, there appears to be a lengthy planning approval system that discourages developments,
and a new requirement on the promoters of particular port development proposals to pay for inland
infrastructure developments, that could have the same discouraging aVect.

13. At the same time we face growing levels of congestion on the road and rail networks, and only a
limited amount of coastal and short-sea facilities and services to provide alternatives.

14. The Government’s policy whereby industry should pay for infrastructure enhancements will only
serve to deter many of those otherwise willing to expand ports, or to develop/use port-based rail freight
services.

15. If a developer of a port (or other major infrastructure asset, such as intermodal freight terminal, air
freight facility, industrial estate, etc), is not able to invest the millions required to upgrade parts of the
national transport infrastructure that may be aVected, does this mean the development cannot happen—
despite the wider economic, social and in some cases even environmental benefits to be gained?

16. It should also be noted that it places UK ports at a competitive disadvantage to Continental ports,
which typically do not have to bear these infrastructure costs.

17. Government cannot ignore the greater economic benefits from private port developments. Whilst it
is not for Government to decide where it wants the freight to flow and where it wants the private
developments needed to support the transport of freight and goods, it is the proper role of Government to
facilitate the developments.

18. This is the fundamental issue that should be addressed in the review.

19. Whenever adequate public funding is not allocated to a project because of its value for money
appraisal it should then be left to private investors to consider their contribution; however, the rules for such
investments must first be defined so that private funding of infrastructure enhancements does not interfere
with the normal rights of access associated with an open access transport network.

20. Such an approach would establish a strategic freight policy that is based on the needs of the freight
and industry, identified by industry, rather than the aspirations of politicians, civil servants and others that
might seek to prejudice decisions on investments in strategic infrastructure. Since the economic picture can
and does change over time, sometimes suddenly, due to many micro and macro geopolitical and economic
reasons, it is important to keep the freight flow forecasts under regular review to ensure the investment
priorities funded by the public remain informed and appropriate to the needs of the economy.

21. In such a way, the Government shows leadership and control in managing the national transport
infrastructure to the best economic eVect; industry has both predictability of the capability in the future of
the main freight routes to accommodate its anticipated demands, facilitating improved business planning,
and increased business confidence to encourage investment in the UK economy.
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Resulting Port Traffic Growth and Congestion

Q. Is the Department’s demand forecasting realistic?
Q. Will the UK have the capacity to meet this projected demand?
Q. Is surface access to ports adequate? What is best practice?

22. In 2004, the global economy was put under considerable strain as a result of congestion in the world’s
container ports. Congestion creates delays, unpredictability, higher operational costs throughout the supply
chain, and unreliability. The UK did not escape the problem since the cause was one of global trade
realignment, with growing imports from China and the Far East in particular into the principal western
economies. The growth of Ro-Ro traYc from the continent and increasingly from eastern parts of Europe,
represents further future demand growth on the port sector to provide a gateway into and out of the UK.

23. FTA has commissioned research into the extent of this demand as it impacts growth in road freight
traYc, complementing the joint FTA-Rail Freight Group rail freight demand forecasts that are being used
by Network Rail to highlight those parts of the network that will be unable to cope with the growth in
demand unless some form of remedial action is taken. Both sets of work are clearly showing that most
pressure on the road and rail networks in the coming years will arise from increased international freight
traYc moving to and from the key ports, primarily in the south east quarter of England.16

24. Many measures have been taken by industry to improve the supply chain from the UK’s ports, such
as companies increasing inventory stocks (and thus costs), and ports improving through-put by refining
operational planning and deployment of additional container handling equipment. FTA has also played a
leading role in developing guiding principles, centring on better lines of communication between the
diVerent links in the supply chain, to improve planning of distribution and spreading delivery and collection
into oV-peak hours.

25. Yet, despite all such measures, it is still widely acknowledged that more terminal capacity is required
in the UK to handle the expected increase in container traYc in the coming years, in order to accommodate
the changes in requirements from the manufacturing and retail sectors and to support the country’s
economy as a whole.

26. The demand for more coastal, short-sea and liner-feeder services will rise, placing a need on more port
developments around the country to accommodate them, as forecasts by MDS Transmodal have shown.
Nevertheless, it is also recognised that the majority of the country’s imports and exports will still require the
principal deep-water ports of the south east of England because the shipping lines have not to date shown
any great willingness to call at other UK ports, particularly for the now dominant Far-East-Europe traYc.

27. Similarly, the traditional bulk ports, such as those of the north east and north west of England and
Scotland, will remain the principal ports of call for the large bulk ships. However, the largest ships of both
liner shipping (container trades) and bulk shipping sectors will continue to be attracted to use continental
ports instead of those in the UK if the costs of port development are comparatively higher in the UK and
if this reflects itself on the service, eYciency and the port charges.

28. FTA proposes that the Government regularly review and facilitate the production of demand
forecasts from independent sources which show the key corridors of freight movement and project capacity
shortfalls on the transport infrastructure along which the freight moves. These should be published and form
the basis for the Government’s priority infrastructure enhancement projects that support the freight
corridors. This priority list will represent enhancements to those parts of the transport network that will be
funded through the public purse within a stated time frame. The decision-making process that determines
what is and is not a priority, or of national strategic importance, should be made transparent, with
justifications based on a transparent and equitable value for money appraisal mechanism so as to prevent
challenges of unfair distortion of the market or representing state aid for a given private development.

29. In this way, regional bodies will themselves be able to identify those parts of the network that may
also be in need of enhancement, but which fall outside the priority routes of national strategic importance.
They should then develop their own priorities that can be seen to represent significant regional strategic
importance, in line with their strategic spatial and transport plans. Funding would come from the same
sources that regional bodies obtain finance for such projects today.

30. FTA is currently undertaking a major research project—Freight Future—to forecast future freight
flows, between 2005 and 2015, on infrastructure based on economic and trading patterns, with the first phase
examining the impact of international traYc. Modelling for the forecasts uses the MDS Transmodal GB
Freight Model. The Freight Future project has found that economic and consumer behaviour is expected
to increase imports through ports creating pressures on road and rail links to move goods across the country.

16 The FTA-RFG rail freight forecasting work has been well publicised, and progress on the options to resolve the envisaged
network capacity constraints identified in the forecasts is, at the time of writing, well advanced. Network Rail will imminently
be producing details of this in a Freight Route Utilisation Strategy consultation document.

TA’s own commissioned research into future road freight demand and the consequences for the road network and industry
will be published in the autumn, 2006. FTA will be happy to discuss this work with the Department in the intervening period
if necessary.
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31. The Freight Future modelling has found that the main growth will be in deep sea container ports,
with strong growth in accompanied traYc through Humber and Dover, with growth of container traYc
focused on Felixstowe, Southampton and London.

32. Overall, the Freight Future project forecasts between 2005 and 2015, show an expected growth of 12%
for the Humber ports, 29% for London ports, 12% for Southampton, 35% for the Dover Straits and 28%
for Liverpool ports.

A Competitive Ports Market and Government Involvement

Q. Do smaller ports have an independent future? When should the Department intervene?

33A. Port development is and should remain a private investment. There are risks from such investments,
and the private sector is best placed to understand those risks and make the most appropriate development
decisions. The risks stem from market forces in a competitive environment. There are many ports around
the English Channel/North Sea all competing for traYc. The deep-sea shipping lines (container trades) and
the large bulk ship operators seek to optimise the carrying capacity and economies of scale by using larger
ships: they need to reduce the time their ships spend in port (time in port is costly, and reduces the revenue
earning capability of the ships over their operational life-time), which means speeding up handling
operations and reducing the number of ports of call.

34. The ports with the best performance on handling productivity will attract more ships: more ships
equates to more revenue for the ports. Investment is required to keep up or stay ahead of the competition,
or risk losing the traYc to them. As has been noted, the competition on the near-Continent does not
generally have to contribute to the costs of the national infrastructure when developing or expanding port
capacity, therefore it can invest less to stay one step ahead of their UK counterparts.

35. Accepting that competition drives eYciency and reduces costs, it is imperative that the Government’s
ports policy does not overlook the importance of ensuring competitive services exist within the major
ports—through which most freight will still move—not by choice but through necessity, and is still likely to
remain largely determined by the ship operators rather than the customers or shippers.

36. Recent eVorts by the European Commission to introduce rules to facilitate competition within and
between ports have, to date, proved unsuccessful due in part to the strong and persistent lobbying of the
vested interests of those most aVected by the proposals, namely the port and terminal operators themselves
and the port labour representative groups (particularly on the Continent).

37. With consolidation of port ownership likely to continue, competition in this sector will become an
increasingly sensitive issue. Nevertheless, there have been clear beneficial outcomes from the Government’s
policy to allow the market to determine port development and determine the most eYcient supply of
services, with government remaining at arms length.

38. But there are problems. The government continues to eVectively regulate the supply of port capacity
and service industry through planning, habitat and other environmental constraints. The policy towards
ports having to pay for road investments as part of planning consent can be seen to represent a further
threat—not just to investment decisions (as discussed above) but also to eVective competition.

39. The building of a road or enhancement of the rail network represents a huge sunk cost for port
operators (eg huge up front costs recoverable over 25 years, if at all).

40. For a port to recover its sunk costs they will have to be covered by users (shippers/shipowners)
through higher port prices and service charges. With the key ports and developments in the hands of a very
few port groups, theoretically this gives the main container ports near-monopoly power and monopoly
pricing.

41. It is increasingly being argued around the port industry, for example, that by accepting to pay for rail
network enhancements in order to ensure there is no negative impact from the increased container traYc
on other network users, that Hutchison Ports (UK) eVectively established a precedent that inflates the cost
of all port developments in the UK and, as such, reduces the number of competitors that could aVord such
investments as part of any competing port development plans.

Conclusion

42. The Government’s current review of ports policy represents an opportunity to enhance the UK
capabilities in this area, with economic, social and environmental benefits for the country. We hope the
Committee examines the impact of sea freight to the competitiveness of the economy as a whole (in addition
to its own direct economic contribution) as well as the wider benefits that can be accrued through eVective
utilisation of this mode of transport.

43. This review should not be used to impose further restrictions on the ability of UK ports to meet the
country’s needs, but to ensure that we have an eYcient, competitive ports system where investment for the
future is encouraged, for the benefit of all.
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Key Recommendations for the Committee to Consider

— Government should frequently review, and facilitate the production of, demand forecasts from
independent sources. These should be published, and form the basis for the Government’s priority
infrastructure enhancement projects that support the freight corridors.

— Government to bear the sunk costs of open-access rail and road infrastructure, as they and local
authorities already do for strategic national and local roads.

— Planning system to be streamlined to prevent unnecessary delays to appropriate developments.

— Government to ensure that policies reflect the need to minimise competitive disadvantage of UK
ports compared with typical Continental alternatives (eg provision of infrastructure and planning
systems).

14 November 2006

APPENDIX 24

Memorandum submitted by Northwest Development Agency

Introduction

The Northwest Development Agency (NWDA) leads the economic development and regeneration of
England’s Northwest. As a business-led organisation, the NWDA provides a crucial link between the needs
of business and government policies. We will invest £1.5 billion and directly influence a further £1.2 billion of
other public and private sector investment into the region over the period 2006–07 to 2008–09. The current
Regional Economic Strategy (RES), launched in March 2006, sets out a clear vision for the region’s
economy and identifies specific priority actions to meet the economic challenges and opportunities of the
next 10 years and close the economic gap with the rest of England. It is the foundation for all activity
undertaken by the NWDA. Of relevance in this context, the RES seeks to grow both the ports of Liverpool
and Heysham. The Port of Liverpool, in particular, is seen to provide a global gateway for the regional and
national economy and is well placed to benefit from the expansion of world trade, thus reducing reliance on
congested southern ports.

Is the general policy framework, as set out in The Future of Transport, adequate for port operations in the
21st century?

The Agency believes that a review of the general policy framework is both useful and necessary. We
believe that a more balanced approach is needed, putting increased emphasis on the following issues and
dimensions of policy:

— Promoting eVective competition between ports, especially in the context of market trends which,
unless carefully managed, could lead to a very high market share of trade at a much smaller number
of ports (and thus port operators);

— Promoting resilience of the ports and the transport industry to large scale disruption whether by
natural or human intervention. This may require a more dispersed approach to port development
and development of a degree of spare capacity in the system;

— Reducing the need for unnecessary overland transport, given the serious capacity shortages in
many parts of the UK’s strategic road and rail networks;

— Appreciating that long term forecasts are inevitably trend driven and incorporate a very high
degree of uncertainty;

— Acknowledging that consents given for new port capacity do not automatically translate into new
port development; and

— Allowing the market to deliver investment, especially in locations where there is economic and
social need and a supportive planning framework.

We also believe that any framework should make explicit reference to, and be guided by, the
Government’s own PSA 2 objective, since decisions on port policy will inevitably have important
repercussions for regional development throughout the UK.

The framework should not overlook the opportunities for inland waterways (eg the Manchester Ship
Canal) to integrate with port operations and provide a more sustainable and eVective service. In the longer
term, the Manchester Ship Canal provides unique opportunities to transfer a substantial volume of
container trade from road to water. Peel have plans to transport containers from deep sea container vessels
at Liverpool to their proposed £100 million intermodal development at Port Salford via the Ship Canal.
They have recently carried out a trial of “barging” boxes from Liverpool to their temporary container
terminal at Irlam to prove the feasibility of the project.
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Is the Department’s demand forecasting realistic?

We believe that long term forecasts are inherently unreliable and should be used only to assist the
development of policy, rather than as a key determinant. The Ports Policy Review consultation document
appears to give undue emphasis to such forecasts. The reliability of any forecasts which look 25 years ahead
should always be treated with caution. Trend based forecasts cannot anticipate or take account of major
discontinuities in world trade patterns. Forecasts produced in the 1980s would not have foreseen the rapid
growth in the Chinese or Indian economies. Similarly, current forecasts cannot take account of structural
shifts in patterns of world trade, such as the possible emergence of parts of Latin America as centres for
manufacturing production. It would therefore be inadvisable to impose artificial ceilings on levels of private
sector investment based on such forecasts.

Will the UK have the capacity to meet this projected demand?

Whilst forecasts should be treated with caution, we agree with the general assumption of the consultants
that the growth rates for unitised cargo sectors imply an urgent need for additional port handling facilities,
given that there appears little potential to further expand the productivity of existing infrastructure. The
Northwest Ports Economic Trends and Land Use Study17 included an analysis of port supply and demand
in the region up to 2025 using a number of scenarios. This indicated that under varying assumptions as much
as 50% of Northwest port traYc could not be accommodated in the lift on lift oV sector within the next 20
years. It also identified as much as a 28.7% shortfall in roll on roll oV capacity by 2025. According to the
study, the Northwest is one of only two areas with a long term shortfall in lo-lo berth supply (the other being
the South East). The consultants identified a major opportunity for growth at the Port of Liverpool
(including the Port of Birkenhead) as the region’s only deep sea container port. We would like to see this
reflected in future ports policy.

Drawing on this evidence base, the 2006 Northwest Regional Economic Strategy18 includes a
Transformational Action to “Grow the Port of Liverpool—including Birkenhead where RoRo facilities are
located—and in support to deliver deep water facilities, related development and transport links.”

The DfT’s transhipment study19 suggests that shipping lines express a strong preference for expanding
south east ports as their use minimises overall through transport costs. However, it goes on to say that some
North American services will choose Liverpool as a deep water port although this does involve a “significant
maritime diversion”. A number of shipping lines have established a successful call at the Port of Liverpool
en route to other deep sea destinations around the world. One such company is keen to remain serving the
port but recognises the need for the development of post-panamax container capacity. They believe that
Liverpool oVers a number of advantages—a wide labour catchment, good national connectivity and a
gateway to Ireland.

Peel, the owners of the Port of Liverpool, have submitted evidence to the DfT on the Ports Policy Review
discussion document. In this evidence, they say they are confident that once Liverpool has post panamax
capability, they will attract services to the Far East especially as the North West region is such a major
importer of product from this region and one of the largest generators of exports to Asia. This means that
the imbalance of full to empty containers shipped through Liverpool is considerably lower compared to
south coast ports which makes a substantial diVerence in the lines container logistical costs.

The results of the scenario testing in the DfT’s Container Port Transhipment Study20 implies that if more
deep sea capacity is built in the south-east, further significant deep water capacity will not be demanded
beyond the south-east, unless Continental ports run out of capacity to tranship. In this report, MDS
recognise, however, that the expansion of facilities at Liverpool to be able to accommodate post-panamax
vessels is essentially designed to ensure existing services are retained.21 We believe that Liverpool is therefore
perhaps the only port outside the south east where there is a strong case for the development of further deep
sea capacity. It is clear that, leaving aside growth potential, without the post-panamax terminal, Liverpool’s
future as a deep sea port operation would be open to question. This would have very serious implications
for Liverpool, Merseyside and the Northwest’s economy.

Moreover, analysis by MDS Transmodal in the Northwest Ports Study22 shows that the Northwest unit
load ports (unlike Northern ports on the east coast) collectively serve a GB national hinterland. According
to the consultants, over 30% of LoLo traYc through Liverpool is distributed beyond Northern Britain and
66% of the Northwest’s accompanied RoRo traYc is distributed to and from Southern Britain. This
illustrates that the Northwest has a deep sea container port which serves the whole of Britain, acting as a
gateway for Britain’s traYc to Ireland and playing a national role for North American trade.

17 The Northwest Ports Economic Trends and Land Use Study, MDS Transmodal/Regeneris Consulting, 2005, pages 76–82.
18 Northwest Regional Economic Strategy 2006, Northwest Development Agency, page 41.
19 Container Port Transhipment Study, MDS Transmodal/DTZ Pieda, May 2006.
20 Container Port Transhipment Study, MDS Transmodal/DTZ Pieda, May 2006.
21 Container Port Transhipment Study, MDS Transmodal/DTZ Pieda, May 2006 (page 4).
22 The Northwest Ports Economic Trends and Land Use Study, MDS Transmodal/Regeneris Consulting, 2005, page 15.
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What is the impact of ports on regional development strategies?

Ports provide jobs and contribute to GVA growth in a number of ways:

— Direct employment, such as quayside operations, handling and management.

— Indirect employment in transport and the fast growing logistics sector.23

— Catalytic employment in associated activities in the service sector including insurance, forwarders
and agents, and in creating attractive locations for inward investment, especially in manufacturing.

Other things being equal one would expect that increased direct employment at port A would be at the
expense of employment at port B. However, growth in direct employment can bring a range of wider
economic benefits, in terms of increased competition, lower costs, more eVective supply chains and
important externalities. For example jobs may be created in areas of high worklessness and social need, and
pressures on otherwise congested national transport networks can be reduced with consequent wider
economic benefits. The Agency believes that market driven port expansion in the Northwest, especially at
the key ports of Liverpool and Birkenhead, will deliver many of these benefits.

In terms of indirect employment there is some evidence that the Northwest, through the Mersey ports, is
functioning as an oVshore location for international logistics operations serving Irish markets. UK
supermarket operators for example are understood to be using Northwest locations to service their Irish
outlets.24 The market for logistics is performing strongly in the Northwest which has a number of existing
national Distribution Centres (NDCs), such as JJB Sports at Wigan and JD Sports at Heywood. An
expansion of port activity at Liverpool, particularly in relation to increased Atlantic trade and potentially
Asian trade, is likely to stimulate further national and international logistics activity in the Northwest.

The position in terms of catalytic employment is more subtle. The Northwest has performed extremely
well in relation to inward investment in manufacturing in recent years25 and this must have a connection
with the quality and reliability of its port connections particularly with the North American markets.

Until the 1950s Liverpool was the key port serving the British Empire; it therefore developed a strong port
related service cluster, in terms of banking, insurance, forwarding, ship owning and agencies. It appears that
the recent revival of the port, coupled with modern IT facilities, and other benefits of a Northwest location
(such as low staV costs and turnover), is stimulating renewed growth in port related service sector activity
in Liverpool. Research for Mersey Maritime26 has identified 214 shipping agents and forwarding companies
in Liverpool and Merseyside employing 5,004 people directly, generating a further 1,451 jobs indirectly, and
accounting in total for GVA of £131 million. All the companies surveyed had positive plans: most were
planning investment, and predicted turnover and employee growth.27 In addition, annual take up of oYce
space in Liverpool city centre has been on a rising trend, from 150,000 sq ft in 1997 to 500,000 sq ft in 2005.28

This is partly connected with the port’s revival—for example, purchasers of new oYce space in 2005 included
CMA Shipping and Maersk. There are more jobs based in Liverpool with major container lines than
anywhere else outside London. Three shipping lines have their head oYces in Merseyside and several others
have their senior regional oYces in the sub-region (eg Maersk/P&O, Hapag Lloyd).

With further growth in the port we would expect these trends to continue, bringing significant benefits to
the UK’s tradable services sector in an area of high employment need and low operational cost.

Is surface access to ports adequate?

The Regional Economic Strategy (RES) identifies a number of surface access limitations at the Port of
Liverpool which could constrain its desired growth and regeneration potential. Current forecasts estimate
that the present rail line to the docks at Seaforth will be at operational capacity by 2010 forcing further
growth onto the road network. However, there is also congestion on the main route by road into the docks
(the A5036) and the Highways Agency are concerned that the road too will have serviceability problems in
around 10 years time. Enhancements are therefore likely to be required to both road and rail access to cater
for the increased volumes of traYc through the Port of Liverpool. Specific schemes in the RES include the
M57-Seaforth Link, the Olive Mount Chord and rail enhancement to Seaforth Docks. Access to the Port
of Liverpool by rail is currently being explored by the DfT for potential Productivity Transport Innovation
Fund resources.

23 Demand for large scale distribution facilities is expected to continue in the foreseeable future. It is driven by general economic
growth, changes in logistics and supply change management, growth of outsourcing and consolidation in the third party
logistics sector, and a rising level of inventory in the economy.

24 North West Ports Economic Trends and Land Use Study, MDS Transmodal/Regeneris Consulting, October 2005, page 43.
25 Strategic Regional Sites: Evidence Base and Emerging Issues, NWDA, January 2005, page 14.
26 Mersey Maritime exists to promote and develop excellence in all maritime related activities in Merseyside and to represent

the interests of existing and new cluster members.
27 Mersey Maritime Economic Impact Study Draft Report, Fisher Associates, May 2006.
28 OYce Market Review North West, DTZ Debenham Tie Leung, 2005.
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The Regional Economic Strategy also seeks to deliver related development and transport links at the Port
of Heysham, including the Heysham-M6 link. The Agency has supported the completion of this road
through the Regional Funding Allocation process. The MDS Transmodal Northwest Ports study29

suggested that the Port of Heysham may require additional capacity in the unit load trades over the next 20
years. In the study, the M6-Heysham Link Road was identified as an opportunity to help provide reduced
journey times and increased journey time reliability to the port.

A more positive and coordinated approach is required amongst private and public sector agencies to
identify, plan for, and implement key road and rail infrastructure. Private investors require certainty and
stability but port development has long lead in times and is capital intensive. The planning system needs to
accommodate the requirements of such investors.

In the future, the Agency believes that greater use should be made of the rail network for traYc using
ports. Deep-sea containers of 9*6+ height are increasingly used in the shipping industry. This has significant
implications for the inland distribution of containers by rail, given the UK’s restricted loading gauge. The
Bootle branch to the Port of Liverpool cannot carry these boxes on standard intermodal wagons with its
“W9” loading gauge. We encourage the government to develop proposals for a network of routes cleared
to “W10” gauge to handle the larger containers, particularly given the increasing constraints on the strategic
highway network. If the cost of gauge enhancement cannot be borne by the private sector, public sector
investment through DfT Rail will be necessary. Public support for such investment must be designed to
create a national network which enables northern ports to serve southern markets and vice versa. At present,
Network Rail’s Draft Freight Route Utilisation Strategy30 seems designed merely to support southern ports
in serving northern (and other) markets.

In light of the future capacity constraints on the West Coast Main Line and the positive conclusions of
previous work undertaken by Atkins, it would also seem appropriate for DfT Rail to commission more
detailed work on the economic benefits of a high speed line and potential route alignments. The RES31 aims
to develop proposals for new high speed rail line options from the Northwest to London. Network Rail have
said that there is huge demand for inter-region traYc up the West Coast Main Line and that the big growth
on their network in the future will be on this route.

4 November 2006

APPENDIX 25

Memorandum submitted by the East of England Development Agency

Executive Summary

1. This evidence is submitted by EEDA. EEDA provides this evidence as a supplementary and supporting
response to that submitted by Advantage West Midlands on behalf of the nine English Regional
Development Agencies.

2. “A Shared Vision”—the Regional Economic Strategy for the East of England is explicit in its support
for the sustainable expansion and continued success of ports in the region. Within the East of England the
region’s ports serve an international, national and regional economic function, as well as supporting growth
and assisting the regeneration of local economies. They are catalysts for business and enterprise
development, providing gateways to important European destinations and beyond. Both the Thames
Gateway Growth Area and the proposed Haven Gateway Growth point are of national and regional
importance, providing a strategic transport gateway for trade and tourism between the UK, the rest of
Europe and elsewhere in the world.

3. EEDA promotes a future ports policy to set a framework for a market led approach which maximises
the contribution that all ports can make to the UK economy. Such an approach would support and enable
the economic and regeneration opportunities at regional and sub regional level. Such a framework should
facilitate co-ordination between strategies and delivery programmes particularly with respect to the
planning processes and road and rail provision. For the avoidance of doubt, EEDA would not wish to
pursue an interventionary or location specific approach.

4. The importance of good surface access to the ports is widely recognised as being key to the ongoing
prosperity of both the port and the region. Government also recognises the environmental importance of
maximising mode shift from road to rail and this has been consistently reinforced in transport policy
since 1997.

29 North West Ports Economic Trends and Land Use Study, MDS Transmodal/Regeneris Consulting, October 2005, page 82.
30 14 Freight Utilisation Strategy Draft for Consultation, Network Rail, September 2006.
31 Northwest Regional Economic Strategy 2006, Northwest Development Agency, page 40.
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Policy Frameworks for Ports

5. A modern, high quality transport network providing links to international markets is essential for
achieving the Regional Economic Performance Public Service Agreement which requires “. . . sustainable
improvements in the economic performance of all English Regions and, over the long term, reduce the gap
in growth rates between regions . . .”. Ports are gateways for the movement of goods and people for both
business and leisure purposes. They are vital nodes in the supply chains of British industry and support the
international competitiveness of the English Regions. It is therefore essential that Government provides the
right framework to ensure that the ports industry provides the capacity and service level required to support
a world class economy.

6. Future freight traYc will be influenced by a number of factors over time. The transhipment study
implies that shipping lines have expressed a strong preference for using South East Ports for deep sea traYc.
Importantly this is also likely to be influenced by recent mergers and acquisitions and strategic alliances
between ports operators and shipping lines. We also recognise the trend towards bigger ships carrying more
tonnage and requirements for deep water berthing. Shipping lines will always seek to maximise the earnings
potential of their assets (ships). This is best done by maximising the time at sea and minimising the time spent
calling at ports at either end of the trade lane. We are advised by port operators within the region that the
majority of cargo on any deep-sea container ship calling in northern Europe is destined for ports on the
continent (typically something of the order of 75%), and all the major services call at least one port in the
Benelux region. Shipping lines will seek a UK port of call that oVers minimal deviation from this key route
and will, therefore, continue to prefer ports in the South East.

7. EEDA promotes a future ports policy to set a framework for a market led approach which maximises
the contribution that all ports can make to the UK economy. Such an approach would support and enable
the economic and regeneration opportunities at regional and sub regional level. Such a framework should
facilitate co-ordination between strategies and delivery programmes particulary with respect to the planning
processes and road and rail provision. For the avoidance of doubt, EEDA would not wish to pursue an
interventionary or location specific approach.

8. Ports policy should provide the flexibility for public sector organisations to target interventions to
support economic and sustainable objectives where there is evidence of market failure or exceptional
circumstances demonstrate the need for regeneration. Interventions are clearly subject to EU procurement
and any such intervention should not distort competition. Such circumstances might include:

— the aim to create transport links to promote investment and regeneration of a particular region
which is extremely disadvantaged in relation to the national average and which could not
otherwise proceed in normal market conditions. The employment opportunities generated are
significant, represent VFM when compared to other more traditional forms of intervention;

— incorporates procurement procedures compliant with the relevant EU directives; and

— the public funds is the minimum necessary for the project to proceed and will not “leak” into the
commercial activities of the users.

9. Essentially, as in the case of EEDA’s support for the Outer Habour at Great Yarmouth we are of the
view that exceptional circumstances exist where support can be granted in a generally private market and
where it does not contravene state aid.

Impact of Ports on the East of England Economy

10. “A Shared Vision”—the Regional Economic Strategy for the East of England is explicit in its support
for the sustainable expansion and continued success of ports in the region. Within the East of England the
region’s ports serve an international, national and regional economic function, as well as supporting growth
and assisting the regeneration of local economies. They are catalysts for business and enterprise
development, providing gateways to important European destinations and beyond. Both the Thames
Gateway Growth Area and the proposed Haven Gateway Growth point are of national and regional
importance, providing a strategic transport gateway for trade and tourism between the UK, the rest of
Europe and elsewhere in the world.

11. Felixstowe and Tilbury, two of the four major deep sea container ports in Britain, handled 19.6 and
4.1 million tonnes of containerised goods respectively in 2004. Harwich and Purfleet accommodate
significant levels of roll-on roll-oV traYcs. In addition, a number of smaller ports such as Lowestoft, Ipswich
and Great Yarmouth have more localised niche markets and handle important flows of goods to and from
the region by short sea shipping.

12. The freight industry already makes an important contribution (2.95%) to the region’s GVA and
around 3.6% of total employment in the region is from the sector. As an example, within the Thames
Gateway South Essex dry bulk at Tilbury, crude oil imports at Coryton, liquid gas at Canvey Terminal and
building products imports at Baltic Wharf employ 7,000 people, transporting 39,000,000 tonnes (72% total
freight throughput of Port of London) with a gross value of £1.14 billion. Moreover, planned and future
investment in ports will consolidate and strengthen the East of England’s role as a key international
gateway.
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13. Felixstowe is one of the two main deep sea container ports in the UK. In 2004, throughput of
containers was 1.711 million supporting around 3,000 direct jobs. In addition, around 12,500 indirect jobs
are estimated to have been supported. In total therefore, it is estimated that around 15,000 FTE direct and
indirect jobs were supported. Port activity contributes some £70 million to the local economy. Further port
expansion is planned with new terminals planned at Felixstowe South. This will increase the capability of
the Felixstowe by 525,000 containers per annum when operative in 2008. The scheme will allow the port to
handle an additional 1.5 million TEU. With planned expansion of the port of Felixstowe a further 621 direct
jobs will be created at the port with an estimated further 860 indirect jobs.

14. Additionally at Bathside Bay the additional provision will support one million containers per annum,
making it the second largest port in Britain. It is anticipated that it would create 770 new jobs directly and
930 indirectly generating up to £50 million pa for the local economy.

15. In addition a new deep sea container terminal is proposed at Shell Haven and has received “minded
to approve” consent from the Secretary of State. When constructed Shell Haven (London Gateway) will
have a capability of at fully developed capacity of 3.5 million standard containers per annum plus facilities
to handle roll on/roll oV vessels. Up to 16,500 on-site new jobs will be created by port development and
logistics and business park. Importantly it is estimated that the final destination of a quarter of the
containers currently imported into UK is within a 25 mile radius of Shellhaven.

16. In addition to their contribution to the national economy, ports also make significant contributions
to regional and sub-regional economies, and produce a number of wider economic benefits which contribute
to boosting the competitiveness of the regional economy. Ports act as key economic drivers and can provide
the foundations for economic regeneration.

Importance of Surface Access

17. The importance of good surface access to the ports is widely recognised as being key to the ongoing
prosperity of both the port and the region. Government also recognises the environmental importance of
maximising mode shift from road to rail and this has been consistently reinforced in transport policy since
1997. This importance was reinforced by the Section 106 obligations placed on Hutchinson Ports UK in
terms of rail network improvements from the port of Felixstowe within the context of the planning approval
for the Bathside Bay development.

18. The recent decision relating to port expansion at Felixstowe South, and the announcements of the
“minded to approve” decisions in favour of expansion at Harwich, Bathside Bay, and London Gateway,
Shell Haven imply a major growth in freight container traYc. This growth in activity has a significant
bearing on regional transport issues and will aVect the key transport corridors (road and rail) serving the
inland transport origins and destinations, in particular the East Midlands and the North. There must be a
consistent approach to planning approvals and the funding of surface access transport infrastructure
applied across the country together with a commensurate level of public sector investment in the transport
network.

19. The RDAs have long maintained the need to identify a national strategic road and rail network which
provides the key links to international gateways and key city regions. The identification of this network
supported by a transparent and planned funding framework will provide the foundations for future
economic prosperity.

20. EEDA recognise the key issues concern the inland transport implications of known and potential port
developments which are of national significance. Such implications are clearly recognised by EEDA and its
regional partners in the development of priorities within the Regional Funding Allocations and Transport
Innovation Fund (Productivity) bids. A report32 for EEDA into the freight implications of such
developments indicates the significance of the transport impacts if such development goes ahead and the full
capacity of the schemes were to be exploited.

21. Important conclusions of the work (which also explored the freight implications of likely airport
expansion) include the following:

— These developments are likely to result in significant levels of additional traYc of regional and
inter-regional significance.

— National and regional policy promotes the use of rail freight services and the market is increasingly
wishing to make use of such facilities. However, issues such as network capacity and restricted
loading gauge threaten to limit the potential for volume and market share growth. The
consequence will be additional HGV traYc on corridors that are forecast by the Highways Agency
to be severely congested or operating above capacity by 2021.

32 East of England Freight Scoping Study—stage 2 report—East of England Development Agency—February 2006.
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Conclusion

22. The ports sector forms the major part of the freight market in the East of England and the national
gateway role already played by the region in relation to ports activity is now set to grow significantly. The
East of England will continue to be the major gateway for direct deep sea traYc for distribution throughout
the UK. Such ports are also expanding their short sea shipping capability with some aspirations to serve
markets in the midlands, north and Scotland.

13 November 2006

APPENDIX 26

Memorandum submitted by English Welsh & Scottish Railway

This is English Welsh & Scottish Railway’s (EWS) submission into the UK ports industry. We appreciate
the opportunity to make a submission at this stage of the inquiry.

The inquiry should highlight the need to focus on improved connectivity between shipping and inland
transport with the port sitting at the interface between the two. The specific interest of the rail industry, in
a nation that is increasing its trading base rather than its manufacturing base, is to ensure that the ports
industry treats modes in an even-handed way.

Introduction

EWS is the largest UK rail freight operator. We move over 100 million tonnes of freight a year, employ
4,800 staV and have invested over £600 million in rail freight over the last 10 years. EWS is part of a rail
freight industry that has seen 70% growth since 1995 and is forecasting another 50% growth by 2014. Rail
freight provides a sustainable means of moving goods to, from and in the United Kingdom. Moving freight
by rail causes between one quarter and one tenth of the emissions created by moving the same freight by
road.

Over half of the freight moved by EWS is to and from UK ports including coal from Immingham, Bristol,
Liverpool and Hunterston, containers from Felixstowe and Southampton and iron ore from Immingham.
Other commodities that we move to and from ports are cars, car parts, chemicals, aggregates and steel.

The Channel Tunnel should also be regarded as a port given the volume of rail and road, freight and
passenger traYc that moves through the tunnel.

Many of the UK’s ports by built and developed by the railway companies in the nineteenth and twentieth
centuries and the integration of the rail and port facilities was a critical factor in their success. We would
hope that the Committee’s inquiry will recognise the importance to the competitiveness of the UK economy
of restoring the link between port and rail. For the UK to be competitive it needs a competitive ports
industry where ports are competing with each other to provide a high quality of service at low prices. We
are not convinced that this is the case.

Port operators must learn to use their assets eYciently to allow the quickest possible turn round of goods
and transport assets. By achieving quicker turn rounds it becomes possible to increase throughput—a recent
study of a major port identified the opportunity to accommodate 14 additional trains if a standard two hour
turn round was achieved.

Non-discriminatory Access

To be competitive ports need to provide access on equal terms to both road and rail modes and to deal
with all transport operators in an even-handed manner. Given that the port is an intermediary between the
end customer and the transport operator it must remain strictly neutral in its transhipment role and not seek
to favour one mode over another or one operator over another. Recent legislative changes have reinforced
the need for ports to act in a non-discriminatory manner.

Port railways that were not owned and/or operated by the British Railways Board immediately prior to
April 1994 were exempt from the access provisions of the Railways Act 1993. This meant that a Freight
Operator did not have the regulatory protection of being able to approach ORR to secure access and
reasonable charges if the Port Operator either did not want to grant access or wanted to grant access but
only on unreasonable terms. EU Directive 2001/14, as part of the First Package of railway directives, was
designed with the aim to open up the European Community railways to open access including many facilities
that had previously been exempt from access under national legislation.

EU Directive 2001/14 was transposed into UK law by means of “The Railways Infrastructure (Access
& Management) Regulations 2005” in November 2005. Under these Regulations (Regulation 6), a Freight
Operator is entitled to track access and the supply of services in ports linked to the national railway network
which serve, or potentially serve, more than one final customer. Requests for access and the supply of
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services must be granted in a transparent and non-discriminatory manner and can only be refused by if
viable alternatives by rail under market conditions exist. If these entitlements are not supplied, then a
Freight Operator is entitled to make an appeal to OYce of Rail Regulation under Regulation 29. The
services that a Port is required to supply would include, access, use of loading/unloading facilities (ie cranes
etc), shunting, access for relevant road vehicles and any other rail related service.

Notwithstanding the above, Port railways that were owned and/or operated by BRB immediately prior
to April 1994 would be covered by the open access provisions contained in the Railways Act 1993 so any
access contracts agreed at such Ports would be subject to ORR approval. A Freight Operator could appeal
to ORR under Section 17 or 22A of the Act if it considered it was being unfairly treated or discriminated
against.

The Committee may wish to consider whether the ports industry is fully aware of the implications of this
legislation and is applying it in practice.

Port handling charges provide a mechanism for discriminating between modes and between operators. It
is essential for the lift charges levied on rail operators to be the same as those levied on road hauliers. Charges
between operators should be the same for the same type of service. The Committee may wish to consider
whether a form of price regulation should be introduced to ensure compliance.

Channel Tunnel

The Channel Tunnel represents the port with the greatest potential for expansion, whether by shuttle or
international rail freight services.

The outcome of recent discussions has meant that rail freight services have been able to continue to
operate beyond the ending of historic financial arrangements between the UK Government and EWS.
However, this can only be an interim arrangement as the level of tolls still exceeds the charges the market
can bear. Rail freight operators and Eurotunnel will need to agree aVordable tolls if the potential of the
Channel Tunnel is to be realised.

Rail Capacity and Capability

Rail access to ports should be improved—the UK suVers from limitations in rail capacity (number of train
paths) and rail capability (loading gauge). New port facilities are being considered with limited regard for
rail infrastructure requirements.

Humberside

The Humberside Ports include Immingham to the South of the Humber and Hull to the North. These
ports primarily import coal for onward rail freight movement, with investment by ABP in HIT2 (Humber
International Terminal Stage 2) ongoing, with completion in 2006. Rail can use the route to greater eVect
by expanding the capacity of the two routes and providing greater route capability. The route availability
should be raised to RA10 throughout, and speed restrictions tackled to raise overall line speed

— Re-open Brigg line—additional capacity.

— Hull Docks—Line speed, capacity and train length.

— Hull to Doncaster—increase axle-weight capability.

— Remove Temporary Speed Restrictions.

— Immingham to Doncaster—Bi-directional signalling, additional loops, remove speed restrictions,
capacity improvements, remodel Wrawby junction.

Haven Ports

Felixstowe, Ipswich and Bathside Bay at Harwich comprise the Haven Ports. Currently planning inquiries
are underway for the development of Felixstowe and the opening of Bathside Bay as container terminals.
These would see an expansion of container traYc through each port. The route from Felixstowe to the
WCML via London and the Great Eastern Main Line (GEML) is cleared for W10 traYc allowing rail to
convey 9 foot 6 inch Maritime ISO containers on standard freight wagons. This route is busy with other
passenger and freight services.

An alternative route avoiding London and using quieter lines is via Ely, Peterborough and Leicester to
join the WCML at Nuneaton. Extending gauge capability between Water Orton and Bescot would provide
a link into the heart of the West Midlands and an alternative route to the WCML when Nuneaton is closed
for engineering works. Felixstowe to Nuneaton would also require modest capacity works.
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The existing route via the North London Line is congested by freight and passenger services. The road
network including the North circular and M25 are also very congested. A capacity enhancement would
benefit all freight and passenger trains. The route has a mixture of two, three and four tracks with only some
line electrified with AC power required by freight. An enhancement to the electrification of the route would
provide flexibility in routing and contribute to additional capacity.

The enhancements are:

— Provide enhanced gauge capability between Felixstowe and Nuneaton via Leicester, and via
Sutton Park.

— Capacity improvements including Bi-directional capability at Ely West curve and Felixstowe
branch.

— Capacity improvements on the North London Line.

Southampton

The Port of Southampton anticipates significant growth although expansion plans at Dibden Bay were
turned down. This is the second largest container port in the UK. Rail can convey 8 foot 6 inch containers,
or 9 foot 6 inch containers in special and ineYcient wagons. It does not have the ability to convey 9 foot 6
inch Maritime ISO containers on standard freight wagons. The capability to run longer trains will allow rail
to convey more containers for each train and mainly requires enhance loop length. Capacity enhancements
will also be required around Reading and Basingstoke, to allow the trains to thread their way around these
congested nodes.

The enhancements are:

— Provide enhanced gauge capability between Southampton and the West Midlands/West Coast
Main Line.

— Freight loop around Basingstoke.

— Capacity and length enhancement to Reading West curve.

— Longer loops between Southampton and Reading.

Merseyside

Birkenhead, Seaforth and Garston comprise the Merseyside Ports. Birkenhead is not currently rail
connected, so road congestion will build as the port develops. Seaforth rail capacity is restricted by the need
to make a run round manoeuvre at Edge Hill. This also uses capacity ineYciently on the Liverpool to
Manchester line, leading to performance issues. Reinstating the direct link, called the Olive Mount Chord,
and eliminating the run round will increase capacity and performance. The port also receives container
traYc. None of these move by rail, as there is no W10 clearance. The route is only a short distance form the
West Coast Main Line, which is already W10 cleared, linking Liverpool with Scotland, the West Midlands
and London.

Enhancement proposals:

— Reconnect Birkenhead Docks to rail network.

— Reinstate Olive Mount Chord to remove capacity conflicts between freight and passenger services.

— Gauge clearance between Seaforth and WCML.

Shellhaven

The planning inquiry to turn the site of the former Shellhaven Oil refinery on the Thames, east of London,
into a container terminal is complete. The Minister is minded to approve the scheme. This will add to local
and regional congestion without adequate enhancement of the rail network. The route is already W10 gauge
cleared. There are two routes that could be used around London. The first via Stratford requires freight
trains to cross all four tracks of the Great Eastern Main Line (GEML), and then the congested North
London Line (NLL). The alterative route uses the Tottenham and Hampstead route, which is grade
separated from the GEML and avoids the NLL. The route would require gauge enhancement to convey the
containers. Electrification, limited structure strengthening and some minor capacity works would allow the
route to accept all Shellhaven trains, and avoid the other route.

Enhancement proposals:

— Provide gauge clearance.

— Electrification.

— Capacity works.

— Structure works.
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Channel Tunnel

The traditional routes between Dollands Moor and Wembley have diVerent capability. The Sevenoaks
route is not cleared to W9, which restricts the maintenance strategy and causes capacity issues on the
Brighton Main Line. A range of minor works around the West London Line would improve capacity, such
as speed at Falcon Junction at Clapham Junction, strengthening Chelsea Bridge and an additional loop at
Kensington Olympia.

The opening of the Channel Tunnel Rail Link (CTRL) in 2007 will allow European gauge freight to run
from Europe, through the Channel Tunnel and into East London. It will then connect with the UK network,
which currently is not cleared to European gauge. An extension of the Down Goods line at Ripple Lane will
also assist a smooth transition between the two networks.

Enhancement proposals:
— Provide gauge clearance via Sevenoaks.
— Minor capacity works around West London Line.
— European gauge clearance from Barking to Wembley, Birmingham and Manchester.
— Ripple Lane extensions.

Thamesport

The Grain Branch links the North Kent line with the Port at Thamesport. The capacity is restrictive with
only train permitted to run at a time. Any expansion of services would require capacity enhancements for
the line, which could include higher line speeds; additional loops; signalling enhancement; and level
crossing works.

30 November 2006

APPENDIX 27

Memorandum submitted by Welsh Assembly Government

Ports in Wales

1. Wales is well endowed with ports, many of which were built to export the Welsh coal which fuelled the
industrial revolution and enabled the British merchant fleet to trade all over the world. Today the ABP-
owned ports in South Wales, at Newport, CardiV, Barry, Port Talbot and Swansea, handle a wide range of
cargoes from raw materials through to containers. The degree of diversification varies considerably;
Newport is a general cargo port, while Port Talbot (one of the few deep water harbours in the UK) is utilised
primarily to import iron ore and coal for Corus.

2. Similarly, in South West Wales, Milford Haven, one of the larger UK trust ports, handles mainly
petroleum products. A major investment programme is currently under way to develop two Liquified
Natural Gas (LNG) terminals which in due course are expected to account for up to one-third of the UK’s
gas consumption. In North East Wales, the Port of Mostyn handles general cargo, as well as the export of
Airbus A380 wings manufactured at Broughton.

3. Wales also has four ferry ports with services to Ireland, namely Swansea, Pembroke Dock, Fishguard
and Holyhead. These ports are part of the Trans-European Network, reflecting their strategic importance
in linking Ireland, Great Britain and mainland Europe. Both ports and ferries have been upgraded in recent
years, reflecting the significant growth in freight traYc across the Irish Sea.

4. In addition, Wales has numerous small ports around its coastline. These are important for providing
leisure facilities, such as marina and related housing developments, which are integral to many coastal
tourist economies. The fishing industry is also of local importance in some small ports.

5. In short, ports form a vital part of the economic and transport infrastructure of Wales, acting as both
economic drivers and transport interchanges. They provide a gateway to the global distribution network in
an increasingly globalised economy.

Policy Background

6. Ports policy for Wales, other than for small fishery harbours, is reserved to the UK Government. The
Assembly Government has however made it a priority to ensure that the linkage between ports and the
economy is reflected in its wider spatial33, economic development34 and transport35 policies. The Assembly
Government sees its role as putting in place the right strategic framework to allow Welsh ports to realise
their full potential.

33 People, Places, Futures, The Wales Spatial Plan, November 2004.
34 Wales: A Vibrant Economy, The Welsh Assembly Government’s Strategic Framework for Economic Development,

November 2005.
35 Connecting Wales, The Wales Transport Strategy, July 2006.
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7. In terms of developing this strategic framework, transport planning arrangements in Wales are
currently being overhauled following enactment of the Transport (Wales) Act 2006. The new Act imposes
an explicit statutory duty on the National Assembly to develop and implement integrated transport policies.
It also imposes a requirement to prepare and publish a Wales Transport Strategy setting out its vision for
a transport system which strikes a balance between economic, social and environmental objectives. The new
Strategy will be implemented at the regional level through four Regional Transport Plans prepared by the
transport consortia.

8. As part of this strengthened transport planning process, the Assembly Government is currently
working with stakeholders to develop a freight strategy. Ports are essentially modal interchanges, and as
such we believe that it is appropriate for port developments to be considered within the context of an overall
freight strategy. The freight strategy will form an integral part of the Wales Transport Strategy.

9. Within this context, one of the Assembly Government’s key roles in relation to ports is to ensure they
have adequate surface access. We have made clear the priority we attach to investment in the “gateways”
to Wales. The trunk road forward programme includes a number of schemes with will help to improve access
to ports, including the new M4 motorway around Newport as well as enhancements to the A477 and A40
in West Wales. In North Wales, significant investment has been undertaken to complete the upgrading of
the A55, strengthening the strategic role of Holyhead. Further improvements are planned to improve access
into the Port from the A55.

10. We are keen to encourage the transfer of freight from road to rail, as well as to coastal and short-sea
shipping. We administer the Freight Facilities Grant (FFG) scheme for both rail and inland waterways in
Wales. There are currently five FFG rail projects in operation, supporting freight handling facilities at the
ports of Newport, CardiV and Swansea.

11. The Assembly Government is also keen to ensure that port facilities are suitable for the rapidly
growing cruise market, given the potential tourism benefits. A number of Welsh ports have attracted cruise
operators, including CardiV, Swansea, Milford Haven, Mostyn and Holyhead. A “CruiseWales”
partnership, involving key stakeholders, has been established to take this work forward.

Ports Policy Review

12. The Assembly Government believes that the current ports policy review is timely, given the major
economic and institutional changes since the “Modern Ports” document was published in 2000. Also, there
are clear synergies between ports policy and the current work to establish a strategic transport framework
for Wales, as described above.

13. We are working closely with the Department for Transport on the policy review, with representation
on the Project Board which is taking forward this work. In essence, we are keen to ensure that the new policy
framework allows ports in Wales to realise their full potential and that they are able to support further
economic growth.

14. As part of the consultation undertaken for the policy review, the Assembly Government and the
Department for Transport jointly held a seminar for major stakeholders in CardiV on 6 June 2006. The main
issues raised during the seminar were:

— A recognition of the diYculties inherent in making long-term demand forecasts for the various
sectors of the freight market, particularly when forecasts are disaggregated below the UK level.

— A feeling that there would have to be changes in the arrangements for distributing goods in the
UK, in the light of the continuing high rates of growth in container traYc. With spare capacity in
container facilities in Wales, there is an opportunity to develop coastal feeder services into Wales
from the main container “hub” ports, with environmental and decongestion benefits.

— Concern about the lack of detailed information on freight flows within the UK.

— Support for the concept of port master plans and a recognition of the need to protect land around
ports for future port-related development.

— A widespread view that ports in the UK were not competing with ports in mainland Europe on a
level playing field. One example was the prevalence of publicly-owned ports on the Continent,
which were not so strongly driven by commercial returns. Also, there was a feeling that EU
Directives on the environment were applied much more rigorously in the UK than in the rest of
Europe.

— While there was a recognition of the need to strike an appropriate balance between economic and
environmental interests in taking forward port developments, there was some concern about the
sheer volume of environmental legislation and the regulatory burden imposed on developers.
Significant costs had to be borne by a developer, which might in due course have to be written oV
if the development proposal was rejected.
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Status of Milford Haven Port Authority

15. Finally, one specific issue being addressed as part of the policy review concerns the status of the six
largest trust ports in England and Wales, including Milford Haven. Since 2001 the OYce for National
Statistics (ONS) have classified these ports as public sector bodies for Government accounting purposes.
This reflects the ONS view that the UK Government controls trust ports in those cases where:

— the majority of the Board is appointed by the Secretary of State; or

— the UK Government has the power to compulsorily privatise the ports.

This means that all net new borrowings by these ports must be covered by the Department for Transport’s
budget allocation.

16. In 2004 the six ports applied for Harbour Revision Orders under the Harbours Act 1964 to put
themselves outside the ONS criteria. However, there were objections to this process on the grounds that it
would undermine fair competition. It was also suggested that using Harbour Revision Orders was not an
appropriate method of proceeding and that the issues should be considered as part of the policy review
rather than at a public inquiry. The issue was then deferred until the review.

17. The Assembly Government takes the view that the trust port model, with surpluses re-invested for
the benefit of stakeholders, has worked well in relation to Milford Haven. It would support the restoration
of the status quo for Milford Haven, with whatever additional measures are deemed necessary to ensure that
there is eVective scrutiny of investment decisions and adequate redress for aggrieved stakeholders.

Transport and Infrastructure Policy Team,
Department for Enterprise, Innovation and Networks,
Welsh Assembly Government

December 2006
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