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Introduction

•	 TransEco Road Freight Cost Outlook Service (TRFCOS) was developed due to a 
demonstrated need for industry to understand is future cost structures.

•	 Typically used for budgeting and planning purpose and development of 
competitive strategies.

•	 TransEco has been monitoring road freight cost changes in Australia for the last 18 
years, consequently in a strong position to develop causal econometric models to 
forecast road freight costs.

•	 Forecast series are reported on a financial year basis with 2009-10 as the base year 
in most cases.
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Labour Cost Outlook

Linehaul 5 Year Average Growth Rate per annum

•	 ACT Growth Rate= 4.3%pa
•	 National Growth Rate= 4.9%
•	 QLD &WA Growth Rate is driven by 

increased demand from mining 
sector

•	 Fatigue management compliance 
cost adds 1.4% to total operating 
costs
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Labour Cost Outlook

Shorthaul 5 Year Average Growth Rate per annum

•	 ACT Growth Rate= 3.4%pa
•	 National Growth Rate= 3.6%
•	 Superannuation Levy expected to 

increase to at least 11% by 2014-15
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NET COST OF DIESEL FORECAST AND FUEL TAX CREDIT
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Fuel Cost Outlook

•	 Average Crude Oil Prices are 
forecast to peak in 2013-14 to 
AUD122.00 per barrel before 
settling down to within a band 
between AUD105 and AUD115 
per barrel

•	 Net Cost to operator is expected 
to peak in 2013-14 to around 
130 cents per litre, a significant 
increase from 108 cents per litre 
in 2010-11

•	 Due to higher forecast crude oil 
prices and diminishing fuel tax 
credits

 

Table 3.3: Forecasts of Net Diesel Fuel Costs (cents per litre) 
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•	 All new tyres are currently imported and owing to 
high cost of barriers to entry, TransEco expects no 
new tyre manufacturer to be established over the 
forecast period to 2014-15.

•	 Major factors impacting on the price of new tyres 
are raw material, labour inputs, trade logistics 
capacity and the strength of the Australian dollar 
relative to currencies of Australian trading partners 
as compiled into the Trade Weighted Index.

•	 Over the forecast period, tyre prices for longhaul 
applications are expected to rise by an annualised 
rate of 3.16 percent, while tyre prices for shorthaul 
applications to rise by an average of 2.78 per cent 
per annum over the same period.

•	 Movements in the prices of recapped tyres are 
expected to mirror those of new tyres.

www.transecopl.com ROAD FREIGHT COST OUTLOOK REPORT VOL.1 NO.1 MAY 2011

Vehicle Tyre Cost Outlook



                          VOL.1 NO.1 MAY 2011

     ROAD FREIGHT COST OUTLOOK QUARTERLY REPORT 

  

•	 Major cost components of maintenance are price 
of labour and price of parts, with 40 per cent of parts 
being imported and whose price is subject to the 
strength of the Australian dollar relative to its main 
trading partners.

•	 Vehicle Maintenance costs in the longhaul 
road freight segment are expected to rise at an 
annualised rate of 3.56 per cent over the forecast 
period.

•	 Vehicle Maintenance costs in the shorthaul 
road freight segment are expected to rise at an 
annualised rate of 3.14 per cent over the forecast 
period.

•	 Compliance to emission regulations is expected to 
cost B-Double operators between Melbourne and 
Sydney approximately 0.5cents per kilometre as of 1 
January 2011.
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Maintenance Cost Outlook
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•	 Interest rates play a significant role in 
determining capital costs as most purchases 
such as trucks and trailers are debt funded; and 
along with depreciation constitute total vehicle 
capital costs. 

•	 The relatively higher interest rate regime over the 
outlook period will contribute to higher vehicle 
capital costs.

•	 80% of commercial vehicles sold in Australia are 
imported. AUD is expected to be relatively strong 
over the forecast period, thus keeping a lid on 
vehicle price increases.

•	 The trailer and motor vehicle body market is less 
reliant on imports and prices of its products are 
mainly influenced by cost of raw material such 
as steel and aluminium.

•	 Over the outlook period to 2014-15 vehicle 
related capital costs are expected to rise by an 
average annualised rate of 2% for shorthaul and 
1.7 % for longhaul.
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Capital Cost Outlook

GDP & Lending Rates Forecast 

 

 

Table 6.1: Three Year Fixed Lending Rates for Small 
Businesses 
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•	 Key determinants that influence the cost of commercial motor vehicle insurance 
include: total number of commercial vehicles on register and utilisation; interest 
rate movements; natural disasters; and legislative compliance requirements for 
general insurance.

•	 Commercial vehicle insurance premiums are expected to keep rising until 
2013-14, before declining in the next two years.

•	 Shorthaul vehicle insurance costs are expected to increase by an annualised 
rate of 1.3% over the next five years; while linehaul vehicle costs are expected 
to expand by 1.4% per annum over the same period.

•	 Over the next three years, the compulsory third party (CTP) premiums are 
expected to rise as all states and territories offer privatised CTP underwriting.

www.transecopl.com ROAD FREIGHT COST OUTLOOK REPORT VOL.1 NO.1 MAY 2011

MV Insurance Cost Outlook
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The recent high registration charges on 
B-Doubles have been due to the removal 
of subsidy for B-Double configurations 
over three years from 2008. The subsidy 
was first applied to encourage the use 
of B-Doubles, and this strategy was 
successful in introducing wide spread use 
of B-Doubles.
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Registration Cost Outlook (1)

Registration Costs of Selected Vehicles
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•	 In preparing the annual adjustment the NTC makes sure that two key principles are met 
as set by COAG in April 2007. Firstly, there is ongoing cost recovery, and secondly, no 
cross-subsidies between vehicle classes arise over time.

•	 While the NTC methodology seems robust enough to model registration charges 
based on road expenditure and vehicle usage patterns, TransEco believes that road 
expenditure itself may not be derived from efficient road construction and maintenance 
regimes. Any inefficiency in the road construction and maintenance expenditure would 
lead to the road freight industry being overcharged in registration fees.

•	 Registration charges to line haul operators are expected to increase by an annualised 
rate of 2.8 per cent over the five year period to 2015-16.

•	 Shorthaul operators are expected to experience an average rise in registration costs of 
2.7 per cent per annum over the next five years. 

•	 Forecasts of annual adjustments is sensitive to outcome of the next heavy vehicle charge 
determination, which is expected some time over the forecast period

www.transecopl.com ROAD FREIGHT COST OUTLOOK REPORT VOL.1 NO.1 MAY 2011

Registration Cost Outlook (2)
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Estimates are based on full fuel cycle 
carbon pricing and 100% pass through
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Carbon Economy Outlook (1)

Fuel Price (cents per litre) Movements after Carbon Pricing

Carbon Tax or Market Price per tonne 
of CO2e

Fuel Type $20 per 
tonne

$27 per 
tonne 

$40 per 
tonne

Diesel 5.80 cents 7.83 cents 11.60 cents
LPG 3.40 cents 4.59 cents 6.80 cents

Natural Gas 5.20 cents/
m3

7.02 cents 10.40 cents/
m3

Ethanol 2.60 cents 3.51 cents 5.20 cents
Biodiesel 
(Tallow)

2.60 cents 3.51 cents 5.20 cents

Biodiesel 
(Canola)

3.00 cents 4.05 cents 6.00 cents

Source: TransEco Estimates based on TEC Inc Report
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•	 Climate change issues have to be addressed now.  The growing consensus is that no 
individual, business, community, government of nation can avoid the consequences of 
climate change with experts forecasting average global temperature increases of up 
to 6.4 per cent by 2100 if no action is forthcoming.

•	 The take-up rate of climate change issues in the transport and logistics sector globally 
has been encouraging in terms of environmental impact reporting and goal-setting 
but much slower than other sectors of the economy.  Transport is responsible for almost 
60 per cent of oil consumption in the OECD countries and for an estimated 13% of all 
global emissions.

•	 Whilst tail pipe emissions from freight transport accounted for 4.07 per cent of Australia’s 
emissions in 1990, this figure had grown to almost 5.5 per cent by 2006 and is set to 
increase to as much as 13.46 per cent by 2020. This trend suggests that freight transport 
is currently unprepared to contribute to Australia’s entry into a carbon constrained 
world.

•	 The policy responses to climate change and its environmental implications will lead 
to significantly increase the operating cost structure of road freight operators. It is 
imminent that a carbon tax will be introduced in 2011 and it will precede an emission 
trading scheme. As transport fuels enter into an emission trading scheme fuel costs will 
rise.

•	 It is most likely that a starting carbon price of around $27 per tonne of CO2e will be 
introduced and this would translate to an estimated cost increase in diesel fuel prices of 
7.83 cents per litre.
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Carbon Economy Outlook (2)
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Year Labour Fuel Tyres Maintenance Capital Rego Insurance Total
2010-11 40.62 63.95 17.00 17.50 27.43 5.60 1.73 173.83
2011-12 42.77 67.49 17.60 18.20 28.02 5.73 1.85 181.66
2012-13 44.00 66.61 18.11 18.96 28.82 5.94 1.92 184.35
2013-14 46.51 76.58 18.54 19.63 29.29 6.06 1.99 198.60
2014-15 49.40 68.94 19.28 20.22 29.61 6.19 1.91 195.55

Source: TransEco Estimates	

Notes:	 	 	 	 	 	 	
	
1.	 The operating costs are exclusive of GST, Profit 

Margins and Compliance Costs	 	 	 	
	 	 	 	

2.	 Compliance costs (Fatigue and Emissions) are 
estimated to be 2.93 cents per km for B-Double 
operations in 2010-11	
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Forecasts of B-Double Operating Costs (cents/km)
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