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Sorry, but trams don’t add up
L IKE other drivers I have

had much interest and
some anxiety in watching

oil prices escalate and won-
dering where it will all stop.

Considering that nothing we
can say or do will stop these
rapid increases, I thought seri-
ously about using public
transport to get to work.

I figured that if it cost me
14 cents a kilometre just in
fuel, a round trip of 30km
would see a daily cost of $4.20
or $21 a week.

I travel from Vermont to
Hawthorn every weekday and
have recently been privileged
to have a tram line extended
to near my home.

To take advantage of this
new infrastructure I priced
the ticket of a daily zone 1 and
2 for ‘‘all day’’ at $9.70, a
weekly ticket for the same
zones is $45.20.

My verdict is that I am still
$24.20 a week better off if I clog
the roads with my vehicle, a
small to medium-sized car
which is near-new.

However, if you take into
account the cost of registra-
tion, insurance, maintenance
and the total cost of the car

then public transport would
be much cheaper.

But you would need to pay
these costs regardless, as the
car still exists for use on the
weekends.

I performed some number
crunching and the price of fuel
would have to reach $2.88 a
litre to be on par with the cost
of my journey to work if I was
to take public transport.

But being environmentally
conscious, I decided to disre-
gard the financial burden and
test the convenience of taking
the tram to work one morning.

I first drove 2km to the
Vermont South shopping cen-
tre to park the car for the day
and was bemused to see a sign
displaying that parking was
for a maximum of two hours.

Knowing that I was going to
be parked for longer than this,
I repositioned my car on a
suburban street nearby.

With my home-delivered pa-
per under my arm, I walked to

the stop in the middle of the
main road and stepped on to a
parked tram that was clean
and relatively empty, apart
from a couple of school kids
huddling in the corner.

I found the ticket machine
and pressed three buttons in-
dicating zones 1 and 2, daily
and full fare.

The price appeared on the
screen as $9.70.

Then, I reached for my wal-
let and produced a $10 note
only to find that the machine
did not accept legal tender in
the form of notes.

It only takes coins.

S O I immediately alighted
the tram and approached

a nearby bus driver for change
and was told that he did not
have any to spare.

I find the coin-only ma-
chines strange.

If tickets cost $1.50 or $2
then I can understand coin-
only machines but to have
$9.70 in coins in a largely
cashless society is a big ask.

Machines at train stations
take notes, but the maximum
change they give is $10, so bad
luck if you put in a $20 note
and want a fare under $10.

To get back on to the tram
was to be breaking the law and
risking a fine if caught.

The thought crossed my
mind about just telling an
inspector about my conun-
drum and hope that the offi-
cial’s sense of humour or fair
play would present itself.

I quickly dismissed that idea
as a fantasy.

With no open shops within
view to obtain change, I
walked back to my car know-
ing that I had been defeated.

I continued my journey to
work in Hawthorn, back be-
hind the wheel of my car.

Lately I have watched the
trams taking the same route to
work as I do, I often pass them
but mostly we stay side by side
all the way to Hawthorn.

From time to time, I think
about getting on.

But I stay in the comfort of
my own vehicle, thinking about
the overseas trip that I will be
taking at the end of the year
with $1258 I have saved by not
taking public transport.
DAVID KELLY-GRIMSHAW is a Herald Sun
reader

Petrol’s
painful
formula

Topping up: it may never be cheap again.

T
RYING to under-
stand why the pet-
rol price fluctuates
isn’t rocket science.
It’s much more com-

plicated than that.
Lord Browne, chief execu-

tive of BP, said of the latest
rises: ‘‘We don’t fully under-
stand why crude oil prices are
going up at this rate.’’

While it might be difficult to
fully explain the record levels,
some converging factors can
be attributed to our current
‘‘oil shock’’, as Treasurer Peter
Costello puts it.

Economists put it at the
equivalent cost to families of a
0.25 per cent interest rate rise,
one argument against the Re-
serve Bank raising rates today.

Since January, the interna-
tional price of crude oil has
risen more than 18 per cent to
about $US72 a barrel.

Since 2003, the price has
risen three-fold. The price we
pay is dependent on the Sin-
gapore wholesale price of the
refined oil, so our dollar’s
exchange rate is another im-
portant factor determining
petrol price.

Add to this the cost of
delivering fuel to our refineries
and you get the Terminal Gate
Price. The fuel is then bought
by the fuel retailer and a small
margin is added to give the
retailer a profit.

Government taxes are
added to give the final bowser
price. Tax consists of an excise
and the GST. The excise is a
flat 37.7 cents per litre.

It is ironic that the Howard
Government is under fire for
the current price spike in spite
of lowering fuel taxes in 2001.

First, it took 1.5 cents off the
excise. It also froze the excise
by abolishing its twice yearly
rise with the CPI.

So, at a bowser price of $1.35
a litre, 83 cents buys the fuel,
37.7 cents goes to the excise
and 13.5 cents GST.

This sounds a lot of tax,

but Australia is one of the
lowest fuel taxing countries
in the OECD.

The British price is $2.30 a
litre. Two-thirds of this is tax.
Consider Turkish motorists,
where it costs more than $3.

Unlike milk and bread, the
price of petrol can fluctuate
rapidly and there are no sim-
ple answers.

Local and international fac-
tors combine to cause the
daily change.

Local factors play a less im-
portant role than world crude
prices and the exchange rate,
but still have an influence.

The ACCC confirmed pet-
rol prices were higher late in
the working week and lower
on Monday.

It believes local supply and
patterns based on higher
weekend demand are the rea-
son for this weekly price cycle.

I NDEPENDENT suppliers
buy their petrol at the Ter-
minal Gate Price, while

franchisee petrol stations of
the big oil companies buy
about 9 cents above this price.

The weekly discount cycle
brings franchisees down to the
price of the independents.
Once it is decided prices are
too low for demand, a group of
frachisees will temporarily
withdraw from discounting.
Who decides? Unfortunately,
that’s a little ambiguous.

Other retailers follow suit
and prices rise across the
board. This partly explains
how petrol prices can jump
from $1.30 to $1.45 overnight.

Local demand however
plays a much smaller role than
world demand. Globally, we
consume four barrels of oil for
every one barrel found.

With the rise of China and
India, demand has skyrock-
eted. When asked why petrol

prices are so high, US chairman
of the Federal Reserve, Ben
Bernanke, said: ‘‘There is little
spare capacity’’.

This highlights the growing
gap between supply and de-
mand, where commodity tra-
ders step in.

More than ever, speculators
take advantage of tight sup-
plies and strong demand.

James Howard Kunstler, au-
thor of The Long Emergency,
believes two important factors
help explain the record prices.

First, as high quality, sweet
light oil becomes harder to
extract, it is being replaced by
heavier, sour crude. This is
more expensive to process and
more difficult to refine.

Second, oil exporting coun-
tries are consuming more oil
domestically. This means less
for export, driving up prices.

The global price of crude oil is
subject to geopolitical con-
cerns. Unrest in Nigeria has led
to a decrease in output, as well
as worry over that nation’s
future reliability as a producer.

Mounting concern that the
US is planning an intervention
in Iran has been a major reason
for the latest price spike.

Iran supplies 5 per cent of
global oil, about four million
barrels a day. Matthew Sim-
mons, a former energy adviser
to US President George Bush,
points out that Iran holds a
strategic position over the
Strait of Hormuz.

Some 85 per cent of tankers

carrying Middle Eastern oil
must pass through this narrow
sea passage. The friction be-
tween the US and Venezuela
has also contributed to the rise.

Venezuela also accounts for
around 5 per cent of world
supply, as well as claiming the
globe’s largest supply of crude.
It is becoming increasingly
clear that the prognosis is for a
continual rise in petrol price.

Given this upward trend,
what can be done to ease the
pain at the pump? The
RACV’s David Cumming ar-
gues that the Federal Govern-
ment must cut excise by 10 to
12 cents a litre.

B UT for every one cent
reduction in the excise,
the Government reduces

its revenue by $300 million.
This means less money for
health, education and other
government services.

It also delays facing the crisis
that is inevitably coming.

As oil demand increases and
supplies decrease, the future
will bring super-high oil prices,
so a cut in fuel tax will deliver
diminishing benefit.

By reducing the excise, the
Government would send the
message that heavy fuel con-
sumption can continue.

Unfortunately, that is sim-
ply not the case.
ELLIOT FISHMAN is Director of the Institute for
Sensible Transport, an independent group of
transport researchers

Elliot Fishman

David
Kelly-Grimshaw
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DEATHS ON OUR ROADS
T H I S Y E A R

107
L A S T Y E A R

132
Victorian deaths in 2006, compared with the same day last year.

Beazley must
apologise

‘They know that the men coming to them are
trained, so they know they have been
strengthened by their association over the
years with union-based training programs and
they know that if John Howard removes those
programs − as he intends to − then all workers
are threatened.’− Opposition Leader Kim Beazley

W ITH these words Kim Beazley
linked the Tasmanian mine disas-
ter and rescue effort with the

debate over the Federal Government’s new
workplace laws.

Mr Beazley politicised the tragedy by
saying the trapped miners and their res-
cuers had benefited from union programs,
which the Government was now threaten-
ing to remove.

The Labor leader’s ill-timed comments
were made to a politically sympathetic
crowd at a May Day rally in Brisbane.

But that is no excuse.
Mr Beazley is entitled to attack the

Coalition’s industrial changes, but he
crossed the line of legitimate political
discourse when he dragged Beaconsfield
into the debate.

His opportunistic comments are an in-
sult to the family of dead miner Larry
Knight and to trapped workers Todd
Russell and Brant Webb.

The Opposition Leader has displayed
poor judgment in this issue, and he should
apologise forthwith.

Rein in perks
D OCTORS are among the most re-

spected professionals in society.
However, the tendency by drug compa-

nies to offer doctors gifts and perks to
prescribe their products threatens to cast a
shadow over the medical field.

So it is welcome that the Australian
Competition and Consumer Commission is
cracking down on this marketing behaviour
by some drug firms.

Concerned that a voluntary industry
code is failing, the ACCC recommends spot
checks of companies to monitor the lar-
gesse bestowed on doctors.

It is not the fault of medical practitioners
that they are offered gifts such as first-class
travel and lavish meals.

But the public has the right to question
how these inducements might affect the
judgment of doctors when they prescribe
and discuss drug treatments.

Food fighters
T HE accurate labelling of food products

is vital for consumers.
Details about content and country

of origin help shoppers make an
informed choice.

Yet Food Standards Australia New Zea-
land has recommended that country label-
ling not be extended to canned and pack-
aged food containing two main fruit or
vegetable ingredients.

The Federal Government agrees with
FSANZ because of the extra costs the
labelling will impose on local firms.

Both misread the mood of consumers,
who want more information about their
food, not less. Many shoppers actively seek
out Australian-made products.

On balance, the added information should
be included for the sake of consumers.


