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Executive Summary  

Oceanic Navigation is making this submission in accordance with the terms of reference of 
the Productivity Commission inquiry into international freight transport services.  

As set out in the Terms of Reference, the key high-level questions for the inquiry include: 

• what are the factors influencing the accessibility and efficiency of international freight 
transport services available to New Zealand firms;  

In answering this question the Commission has been asked to pay particular attention to: 

• the effects of New Zealand’s distance from overseas markets and reliance on 
overseas providers of international freight transport services;  

• and the costs, efficiency, productivity level and growth of all components of New 
Zealand’s international freight services supply chain, with international comparisons.  

Oceanic Navigation has therefore made observations in this submission about perceived 
inefficiencies in our current freight services supply chain, and recommends ways forward to 
correct these. 

Further, Oceanic Navigation is aware the National Infrastructure Plan sets out seven specific 
goals for transport infrastructure. Among these are: 

 A long term strategic approach to transport planning which maximises the potential 
synergies between regional planning and central government strategies 

 A flexible and resilient transport system that offers greater accessibility and can 
respond to changing patterns in demand by maintaining and developing the capacity 
of the network 

 Sea ports that are linked to the overall transport network to support efficient 
nationwide movement of domestic goods, exports and imports and are able to 
respond to technological changes 

Oceanic Navigation believes that New Zealand’s international freight transport services could 
be greatly improved, and regional economic growth stimulated, by the greater use of 
specialised shipping services direct into regional ports. 

If this were done, the accessibility and efficiency of international freight transport services 
available to New Zealand firms would be increased. 

Furthermore, the strategic use of specialised shipping services in the regions would 
complement mainstream container services into the front-line ports.  

Oceanic Navigation believes that if this opportunity were taken, the efficiency of the New 
Zealand logistics supply chain would be improved, and this should result in higher profits for 
exporting industries.  
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Background: Definition of Ship Types 

It is helpful to understand the different types of ship referred to in our submission, so the 
Commission is aware of the different capabilities of each. 

A cellular container ship is a ship specially designed for the carriage of freight containers, 
stored one on top of other, with the below-deck storage in “cells”. Refrigerated containers 
plug into “reefer plugs”. Such space is restricted — normally only between 7-30% of space is 
given over to refrigerated cargoes, implying a limit of space for exporters. These ships usually 
do not carry any cargoes other than containers.  

Specialised reefer ships are ships whose refrigeration system extends through the entire 
vessel (rather than to individual containers). This means different perishable products can be 
stored at different temperatures in different holds. Such sophistication allows a temperature 
range from plus 15 degrees C to minus 25 or greater, and allows the vessel to modify cargo 
conditions, humidity and air flows during the voyage. Such ships are extensively used for the 
carriage of kiwifruit, bananas, squash, dairy products, meat, fish and other perishables. They 
are also usually “self-geared”, meaning they have their own cranes so can load and discharge 
at smaller ports not possessing a lot of cargo-handling equipment. The newest reefer ships 
have deck space for up to 200 containers, dry and/or refrigerated. 

In addition to specialised reefer ships, conventional dry cargo ships offer the only true 
competition to container lines for the carriage of dry cargo in large quantities (such as milk 
powder). These ships are usually multi-purpose vessels that carry breakbulk (e.g. palletised) 
loads but have the flexibility to also service containers. Such ships are also often “self-
geared”, making them ideal for regional port calls. 

 

The Benefits of Specialised Ships Calling Direct Into Regional Ports 

a) Reduced costs for Regional Economies 

Specialist reefer or dry ships will call at ports that are close to cargo production and also 
close to local cargo storage facilities. For certain regions, this would remove the 
inefficiencies inherent in having to relay a lot of cargo to distant hub ports. Principal 
examples are Northland, Gisborne, Taranaki, Nelson, South Canterbury, North Otago, 
and Southland. In all of these cases, feeder services are required to connect with the 
majority of container shipping services. Local shipping options are very limited. 

By encouraging the use of specialist reefer ships and conventional dry cargo ships, such 
feedering is reduced to a minimum. The ability to take a perishable cargo from a local 
port, particularly at peak production times, would be a major boost to the local community. 

As the newest reefer ships have deck space for up to 200 FEU (forty foot containers), 
these vessels can not only smooth the demand for regional exports of perishables. They 
can also take a reasonable amount of dry cargo exports from ports close to production. 

The important factor is that the exporter controls the service parameters of sailing time 
and port calls, which guarantees meeting market windows for the export shipments. 

 

b) A means to avoid terminal congestion and capital expenditure in major city 
ports. 

A specialist reefer ship does not require extensive investment in cargo-handling facilities. 
Nor does it need to operate through a container terminal. This ability to operate 
outside major infrastructure works in perfectly with New Zealand’s primary 
production patterns whereby major perishable exports are produced in the 
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regions and the nearest export port is rarely a frontline, first-tier container port.  

Specialist reefer ships should in this context not be seen as an alternative to the services 
at major container ports, but as a complement to them. Specialist ships can call direct into 
the regional ports, collect cargo, using their own cranes if necessary, and smooth the 
demand curve for shipping space at the peaks of production.  

By doing so, specialist ships will in fact assist the container ports, who will not be required 
to meet excessive cargo demand as quickly as would otherwise be the case  

 

c) The opportunity to remove cost from the New Zealand export chain 

Currently, New Zealand pays a premium for the shipment of exports in the peak 
production periods, due to the introduction of what are called “extra loaders”. These are 
additional vessels brought into the New Zealand trades specifically to provide the extra 
container capacity during the seasonal highs of products such as apples, squash, kiwifruit 
and other perishables. 

Such ships come to New Zealand virtually empty because there is not the import demand 
available to fill the ships during their southbound voyages.  

There is great cost inefficiency in the system, but this can be overcome by using specialist 
vessels to smooth the demand curve, taking the excess production during the peak 
periods, and leaving the normal cargo volumes for the container carriers to handle. If this 
were done the net effect will be a much improved and efficient New Zealand supply chain. 

Specialist reefer ships also would add flexibility to the service offerings available to 
exporters. Purely-container services work in “liner” services (i.e. working to strict 
schedules) which cannot be altered. In doing so they service multiple exporters so the 
individual needs of each exporter is naturally compromised with the needs of others, 
particularly in reefer exports which require a fast transit. The “service” controls the 
shipper. 

Specialist reefer ships are the opposite. They have far more flexibility. The shipper 
controls the service. The shipper decides where the ship should call, and which ports it 
should discharge at overseas. The shipper decides the sailing date. 

The ship can be positioned possibly with the assistance of an inbound cargo to minimise 
cost, and always will be brought to New Zealand from the closest-practicable geographic 
point.  

Also, specialist ships offer pricing that is very transparent. The pricing applies to the 
exporters whose cargoes are on that ship, for that voyage. Costs are very identifiable, 
unlike container lines which often operate in VSAs (vessel-sharing agreements) or 
consortia. 

 

d) The opportunity to improve New Zealand’s carbon footprint 

i) The carbon footprint of New Zealand’s perishable exports is becoming more and more 
important. Customers overseas are increasingly vigilant in areas such as the food miles 
debate, where some of the supermarket chains in the UK are being pressured to use 
supplies from local producers in Europe because of the perceived benefits in the carbon 
footprint compared to goods produced here.  

New Zealand has a good argument to put forward in respect of our overall carbon 
footprint in production of our primary products but nonetheless it is extremely 
important to reduce any environmental impact in our supply chain, to assist that 
argument.  
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In 2009 a study undertaken by the Agribusiness and Economics Research Unit (AERU) of 
Lincoln University compared the environment impact of the two main methods of shipping 
fresh produce and found that containerships produce 27% higher greenhouse gas 
emissions than specialised reefer ships. When the emissions of port activities, refrigerant 
losses and transport of fruit from orchard to port were included, the 27% greater GHGs 
produced by container shipping increased to 36% more than by specialised reefer 
shipping. 

In particular regions, direct calls by specialist vessels will assist greatly in reducing our 
carbon footprint. There would be no need to rail or road cargoes to hub ports from the 
regions. The vessels would call at the local port and the exports would have to be moved 
only a minimal internal distance.  

Additionally, these vessels will call direct into one or two target ports overseas to offload 
cargo, as opposed to container vessels which traditionally either call at a string of ports or 
which relay (transfer) the cargo on to larger ships at a port elsewhere, usually in Asia. 
Again, specialist vessels would reduce the carbon footprint comparison, by removing the 
need for such long, convoluted voyages. 

The opportunity exists to develop offshore distribution centres in key locations, perhaps 
Malta being an example of a strategic position in the Mediterranean, where specialist 
vessels could position export cargoes for distribution to key markets. 

ii) A further area of carbon inefficiency in the New Zealand supply chain is in the amount 
of “empty running” in the positioning of containers. Essentially, this is in the importation of 
empty containers to service our export needs, or the repositioning of containers from 
Auckland importers to regional exporters, once the boxes have been emptied. Reefer 
boxes incur a particularly-high amount of empty running. 

The extent of the problem is recognised by the NZ Productivity Commission in its issues 
paper. On page 59 the Commission quotes: 

The current imbalance between containerised exports and imports at New Zealand 
ports creates extra costs for New Zealand’s supply chain. New Zealand exported 
192,000 TEU full refrigerated containers (‘reefers’) in 2008, but imported only 28,000 
TEU (Cubic, 2009). This created a requirement to import 164,000 TEU empty reefers 
to correct this imbalance. There is also an imbalance between requirements for 20 
and 40 foot containers. Overall, 34 per cent of imported containers (TEU) and 13 per 
cent of exported containers are empty. As containerised imports are typically 
discharged at the northern ports of Auckland and Tauranga, and containerised exports 
are generated from regional ports, a large number of empty containers need to be re-
distributed around the country 

The use of specialist vessels would reduce such empty running to minimal levels, making 
a huge improvement to our carbon footprint levels. 

 

e) The opportunity to reduce investment costs at New Zealand ports 

New Zealand has been long seen to have an over-investment in its regional container 
ports. Many of our 14 international ports are equipped with costly container-handling gear 
such as quay cranes, mobile cranes, straddle carriers and heavy stacking equipment. 
There is also an associated heavy IT/software and staff cost allocated to such services.  

Even some of the second-tier ports have been forced to invest in such equipment 
because of the need to handle container traffic. As has been seen in recent years, such 
traffic is subject to dramatic change. This can have the effect of leaving ports without 
sufficient container business to give a return on their investment in container 
equipment. 
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The current trend towards larger container vessels will require multi-million-dollar 
investments for dredging, bigger cranes and container bridges at the hub ports. 

The use of specialist vessels in regional ports provides the opportunity to reduce such 
expenditure. Specialist vessels do not require it. They are self-geared and can handle 
their own cargo loading and discharge. All they require is a minimum of support — literally 
a pier to tie up to, a few fork hoists and a cargo store for the goods to be marshalled. 

Not only would the use of specialist reefer vessels reduce capital expenditure 
requirements in regional ports, it would reduce the costs for internal infrastructure 
investments (in roads/rail/extension of storage space etc) and the new bridges/access 
roads to accommodate trucks taking goods long distances to hub ports. 

 

Conclusion 

New Zealand is in an isolated and distant location and relies on shipping services to be 
connected to the world. In the last few decades the increasing reliance on container services 
has had many positive implications but also some negatives. 

There are now niches where the strategic use of specialised shipping services in regional 
ports will improve the accessibility and efficiency of international freight transport services 
available to New Zealand firms; will remove the need for port and inland infrastructural 
spending; will act as an encouragement for regional economies; and will reduce the carbon 
footprint of New Zealand exports. 

The National Infrastructure Plan sets out as a specific goal, the creation of a flexible and 
resilient transport system. 

It is Oceanic Navigation’s view that a more flexible and resilient supply chain can be achieved 
by the use of specialised shipping services in regional ports as a complement to the 
mainstream container services into the front-line ports. 

Oceanic Navigation has therefore made observations in this submission as to how to achieve 
these goals. 
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