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Submission of Road Transport Forum New Zealand   
Productivity Commission’s Evaluation of International 

Freight Transport Efficiency 

 
 

1.0  INTRODUCTION  

 Road Transport Forum New Zealand (RTFNZ) welcomes the 

invitation to engage with the Commission and have input into the 

evaluation process. 

2.0 ROAD TRANSPORT FORUM NEW ZEALAND 

 National Road Carriers (Inc) 

 Road Transport Association NZ Region 2 (Inc) 

 Central Area Road Transport Association (Inc) 

 Road Transport Association NZ Region 4 (Inc) 

 Combined Owner Drivers Association (S.I.) Inc 
 (Trading as NZ Trucking Association) 

 Road Transport Association NZ Region 5 (Inc) 

 The Forum’s Associations have approximately 4,000 members and 

associate members who operate in excess of 17,000 trucks and 

truck combinations over 3,500 kg GVM/GCM[1] or 80% of the hire 

and reward truck fleet in New Zealand.  The road transport industry 

turns over approximately $6 billion a year transporting more than 

80% of New Zealand’s land-based freight. Some 23,000 people or 

about 1.5% of the workforce are directly employed in road freight. 

3.0 KEY CHARACTERISTICS OF THE ROAD FREIGHT SECTOR IN 
NZ 

  Highly competitive 

  Low barriers to entry 

  Highly regulated 

  Extremely low return on capital 

                                       
[1] GVM – Gross Vehicle Mass 

 GCM – Gross Combination Mass 
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Extract from Operator Comparison Report (Management Research Centre 
Waikato University 2011) 

RETURN ON TOTAL ASSETS 
 

Return on Total Assets (ROTA) 
shows the operating profit that is 
returned in relation to the book 
value of total assets for the 
business. 
 
The adjacent graph illustrates the 
average ROTA for Road Transport 
over the past 19 years. ROTA is 
calculated before interest and tax, 
and after an owner’s allocated 
salary has been applied. 
 
The graph depicts a decrease of 
4.2% between the 2006 and 2010 
industry averages. Careful consideration should be taken when interpreting this 
graph, as the years surveyed are not consecutive and the mix of firms and sample 
sizes vary across the years. Years 1996 and 1998 had lower response rates of 90 
and 65 truck operators respectively, while 2002, 2006 and 2010 had total samples 
sizes of 220, 155 and 122 respectively. 
 

COSTS AND OPERATING PROFIT AS A PERCENTAGE OF NET INCOME 
 

The pie graph displayed contains the average costs as a percentage of Net Income 
(Gross Income minus Freight Expense) for the entire industry. As shown, total 
vehicle expenses make up 50% of overall costs, Salaries and Wages plus Working 
Owners Allocated Salary 32% and after all other costs an Operating Profit of 1% 
remains. The Operating Profit result, being an average figure, reflects the fact that a 
significant number of firms recorded a loss. 
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4.0 IMPORTANCE OF IMPROVING ROAD FREIGHT EFFICIENCY 

 Road transport costs in NZ are much higher than other developed 

countries. 

 Heavy vehicle road taxes as a percentage of roading expenditure: 

 NZ  - 48% 

 Australia  - 23% 

 USA  - 35% 

 Canada  - 25% 

 New Zealand’s comparable freight costs are 30% - 35% higher than 

Australia.  NZ B-train freight costs are 90% - 100% higher than in 

Australia. 

 Road freight accounts for between 12% and 15% of the cost of 

goods. 

 Infometric’s study on economic impact of changing freight rates 

, 

 

 

 

5.0 SOME SPECIFIC ISSUES ADVERSELY AFFECTING ROAD 

FREIGHT PRODUCTIVITY 

5.1 Road User Charges 

 The RUC regime introduced in 1978 is unwieldy, complex, highly 

prescriptive and inefficient.  RUC collects some $900 million/annum 

and yet incurs some $120 million/annum in costs.  Government 

estimates that it costs them $30 million to administer, it costs 

transport operators $30 million in compliance and an estimated $60 

million is lost in evasion with the honest subsidising the dishonest. 

 10% reduction 10% increase 

GDP + 3.7% - 1.4% 

Export growth + 3.9% - 1.7% 

Per capita incomes Increase Decrease 
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 Over the past 33 years since the Road User Charges Act passed 

there have been 30 substantive amendments and 215 specific 

changes to the legislation, all in vain attempts to make the 

legislation effective and enforceable. 

 Enforcement and administrative complexities have resulted in the 

road transport industry viewing the RUC system as operated in New 

Zealand with derision. 

 The Forum believes that the road user charges system (RUCs) 

should be replaced by a system of annual licence fees and a national 

diesel fuel excise tax.  Successive governments have refused to 

pursue this option citing concerns with the management of the 

rebate required for non road use of diesel. Some 75% of total diesel 

consumption is used in road transport. The remaining 25% is used 

in agriculture, forestry, fishing, rail and various industrial activities. 

 It appears that Australia operates a very successful rebate system 

for off-road diesel use which is offset against GST payments.  A new 

RUC Act is before Parliament but was not passed prior to the House 

adjourning for the General Election.  This Act has a commencement 

date of 1 July 2012.  The protracted delays between the new policy 

announcement in July 2010 and commencement in July 2012 has 

created a climate of extreme investment uncertainty. 

 Under the new legislation the road tax will be based on the actual 

capacity weight of the vehicle (the lesser of the VDAM Rule weight 

or the manufacturers’ gross weight (GMV)).  Heavy vehicles of 

similar types will be grouped into weight bands and distance 

licences purchased for that weight band. 

 Under the current system the operating weight is nominated by the 

user who also has the option of purchasing supplementary licences.  

The new RUC Act will strongly incentivise transport companies to 

operate vehicle types that are fit for purpose.  Government officials 

cannot advise what the weight band charges will be until the 

legislation is passed and therefore the road freight industry has had 
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a 2 year period of investment uncertainty, not knowing what new 

vehicle to purchase or what trailer to build. 

5.2 Inadequacies of the Cost Allocation Model 

 While the RUC system is the instrument for revenue measurement 

and collection, the Cost Allocation Model (CAM) determines the 

allocation of costs between the various road user categories and 

local authority ratepayers. 

 Serious distortions exist within the CAM all of which unfairly load 

cost onto heavy vehicles.  Under the CAM roading expenditure is 

broken down into four use-related measures: 

 Amenities, space, strength and wear 

 Amenities: These are common costs that should be shared 

equitably between all road users. 

 Space:  In the space related category heavy vehicles in excess of 

10 tonnes make up 5% of total vehicle kilometres nationally but 

have been allocated 16% of space related costs.  Most of the 

demands for additional road space are currently in urban areas, 

mainly Auckland, to cater for peak period traffic.  In those locations 

heavy vehicles of over 10 tonne comprise only about 2% of the 

urban traffic.  Therefore heavy vehicles are being charged for costs 

they do not impose. 

 Strength: The strength category mostly applies to bridges, elevated 

motorways and over passes.  Over 50% of the strength factor is the 

static strength required to support the structure itself rather than 

the dynamic loading strength relating to vehicle weight.  It seems 

however that the model is applied to vehicle weight over the full 

strength requirement.  This again imposes unfair cost on heavy 

vehicles. 
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 Wear:  Road wear costs which comprise about 70% of the costs 

allocated to heavy vehicles relate to the axle weight of vehicles.  

Accordingly the relationship between road wear and axle weight is 

critical to the integrity of the CAM on which road user charges on 

heavy vehicles are based. 

 The fourth power rule purports to describe the relationship between 

road wear and axle weights. This rule asserts that the doubling of 

the weight on an axle produces a 16 fold increase in road wear.  

This relationship has been questioned for some time both locally and 

internationally. In their report to the Ministry of Transport, TERNZ [2] 

reported that a power relationship of 1.3 to 1.8 gave the best fit to 

the results of the tests on New Zealand type materials.  The Forum 

in consultation with experts and officials have concluded that a 2nd 

power relationship should be adopted instead of the fourth power 

rule. 

 Vehicles with maximum gross vehicle weights above 10 tonnes 

travel account for 4% of power vehicle kilometres and yet are 

allocated 32% of vehicle use related costs and 93% of road wear 

expenditure under the costing model.  One 44 tonne truck is 

incorrectly deemed to have the same impact as 8,300 cars. 

 The Independent Road User Charges Review Group recommended 

(recommendation 29): 

 “Changes to the CAM are full implemented on the next occasion CAM 

is applied so that the most appropriate allocation of cost related to 

road use is available to inform the setting of new RUC rates and FED 

(Fuel Excise Duty).”   

 The Minister declined this recommendation with the comment that: 

 “agreed changes to the CAM can be made at any time.”  

  

                                       
[2] TERNZ – Transport Engineering Research NZ Ltd 
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 In the meanwhile the distortions, inefficiencies and cross-

subsidisation continue.  The Ministry of Transport commissioned a 

study by the Australian Consultant Groups GHD/ARRB on the Cost 

Allocation Model in 2010.  The final report was provided in 

November 2010 but not publically released until September 2011.  

This report confirmed our contention that heavy diesel powered 

vehicles are subsidising other road user groups. 

 Contrary to the recommendation of the Independent RUC Review 

Group the October 1st 2010 RUC increases were imposed without 

the review of the CAM and now this Road User Charges Bill is being 

considered by Parliament while the inefficiencies, distortions and 

inequities of the CAM, which determines the RUC, remain in place. 

 The heavy diesel component of the total powered vehicles fleet tend 

to support the productive sector of the economy carrying our 

exports from farms and forests to the mills, the works and the 

ports.  Conversely the light diesel and petrol vehicles tend to 

support the consumptive and service sectors of the economy.  The 

productive economy is in essence subsidising the consumptive 

economy. 

5.3 High Productivity Motor Vehicles (HPMV’s) frustrations with 

policy implementation 

 The HPMV policy is aimed at improving freight productivity by 

allowing loads to exceed the standard maximum mass of 44 tonnes 

and 20m maximum length.  Under the policy permits may be 

granted upon application for specific vehicle configurations on 

specifically approved routes with maximum weight up to 62 tonnes 

and maximum length determined by the constraints on the 

approved route.  The new policy is strongly supported by RTFNZ and 

it carries the potential of significant productivity gains.  

Unfortunately there are two constraining factors that are frustrating 

the implementation of this policy with regard to mass: 
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 (a) Some territorial local bodies, in their capacity as Road 

Controlling Authorities are taking an excessively cautious 

approach in considering applications for HPMV mass permits.  

It appears some councils’ are using the HPMV issue as 

leverage in an attempt to extract additional roading money 

from central government. 

 (b) In many instances the limited routes available for HPMV mass 

permits and the RUC charges under existing legislation 

together with the administrative complexities negate many 

opportunities to improve payload efficiency.  For example 

there are only 2 HPMV mass permits being exercised in the 

logging sector and these are marginally viable. 

5.4 The under-resourcing of the Police CVIU (Commercial Vehicle 
Inspection Unit) and their failure to focus on their 

commercial auditing function 

 Our industry is confronted with an inconsistent and variable level of 

roadside enforcement.  There are far too many examples of officers 

citing constabulary independence who are making incorrect calls on 

issues well outside of their competence and capability and 

unchallenged by CVIU managers.  Too many trucks are being 

stopped and delayed for protracted periods of time for no good 

reason.  This has a significant adverse impact on productivity.  It 

seems that in more recent times CVIU officers are taking the 

precautionary principle to the extreme and failing to exercise good 

judgement. 

5.5 Congestion and delays at Container Ports 

 There are very significant and ongoing problems at Port of Auckland, 

Auckland International Airport and Port of Lyttelton.  Some of the 

serious issues are: 

 (i) Unavailability of containers.  Freight Forwarders make 

releases of empty containers to carriers but when the carrier 

arrives to collect the container it is not available.  Shipping 
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companies need to ensure availability by matching releases 

with availability.  A two hour wait is not uncommon. 

 (ii) Empty container depots have restricted hours of access and 

yet increasingly a 24/7 service is required. 

(iii) At Auckland International Airport carriers queue for up to 6 

hours before the terminal opens to get a position in line.  It is 

suggested that considerable bribery is required to secure a 

favourable position. 

(iv) Ports of Auckland have attempted to develop booking systems 

but none have proved to be satisfactory. 

(v) The Port of Lyttelton is characterised by long queues of 

container carriers and protracted delays.  They are under-

resourced for staff and operate an inferior I.T. system.  There 

are serious issues in Lyttelton associated with the dominant 

role that the Union plays.  Any complaints result in severe 

retaliatory action with serious adverse commercial 

ramifications for the freight carrier who complains.   

(vi) Both the Ports of Auckland and Ports of Lyttelton suffer from 

poor governance resulting from the local body shareholders 

propensity to use the port company to subsidise rates rather 

than to adequately invest in improvements. 

CONCLUSION 

The smooth inter connectivity between transports modes is of increasing 

importance.  The increasing emphasis on “just in time deliveries” with 

global freight is placing an even greater emphasis on the need for smooth 

inter connectivity between transport modes. 

RTFNZ would be pleased to further assist the Commission with this inquiry 

if additional information is required. 

 


