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About the International Container Lines Committee 

The ICLC is a working committee within Shipping New Zealand/New Zealand Association 

of Ship Agents (NZASA). 

We were established to specifically represent the international container sector in New 

Zealand, whereas NZASA represents all types of shipping and the agents involved with the 

sector. 

The ICLC exists to consider the regulatory framework in which container shipping operates 

and to consider operational requirements and developments within our sector in relation 

to other industry groups, as well as Government stakeholders such as Customs Bio-

security, MAF and Maritime New Zealand and the like. 

The ICLC is actively involved in many working committees involving these Government 

departments ranging from the Customs initiated ‘Joint Border Management System’/ 

‘Trade Single Window’ through to MAF’s ‘Container health standards’ working committee 

the Maritime Environment Group as well as the Oil Pollution Advisory Committee. 

Its members are also active in various working groups operated with the Port Companies 

and the road user groups as well as exporter and importer bodies such as the NZ Shippers 

Council. 

The ICLC is not a commercial committee and, as such, no commercial, pricing, marketing 

or competitive issues are discussed or considered in this submission.     

The Committee meets predominantly in Auckland but regularly actively involves itself in 

meetings and forums in Wellington and other regional cities. 

 

Members 

ANL                              CMA CGM              China Navigation Company            COSCO  

Hamburg Sud             Hapag Lloyd           Maersk Line                                      Marfret 

Mediterranean Shipping Company        Neptune Shipping                            NYK  

Mitsui OSK Line          MISC                       PIL                                                      OOCL  

Pacific Forum Line    Pacific Direct Line   Reef Shipping                                 Sofrana  
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Key messages 

-  Efficient and cost effective international liner shipping underpins the global economy 

and the continued prosperity of all trading nations. 

-  As an island nation, remote from its markets, and dependent upon international trade, 

New Zealand is critically dependent upon international shipping for its continued growth 

and prosperity. 

- Given this, being far removed from its markets and generating relatively small volumes, 

it follows that productivity in every aspect of the supply chain must be maximised in New 

Zealand. Whatever regulatory regime and market mechanisms are in place for all aspects 

of the international supply chain, they must allow adequate returns, achievable 

consistently, for service providers and cargo interests alike.  

- The Productivity Commission needs therefore to consider carefully and understand the 

various forms of cooperation between carriers that have existed and continue to exist, 

which cooperation is necessary to create a stable environment, which makes the 

continued provision of an adequate level of efficient ocean transport services possible. 

Without such cooperation the likelihood of carriers taking decisions to the detriment of 

the country’s international trade will be increased.  

- Generally, the effectiveness of the international container shipping market is very high in 

New Zealand. Commercial competition between carriers is unfettered. There are no 

barriers to entry for new carriers and prices react very quickly to movements in the supply 

and demand equation. This is considerably to the benefit of the country's international 

trade which may therefore avail of market driven rates very quickly.  It therefore follows 

that any change in regulation is unwarranted, the market providing the necessary 

regulation already.  

- The effectiveness of the market also drives efficiencies on the part of the operators 

which further benefit the nation’s shippers.  

- Against a background of such a competitive market, service providers to the liner 

industry must be encouraged to provide the most efficient service possible. This 

particularly applies to the ports. While small volumes and other operational factors may 

sometimes mitigate against performance levels, it must be recognised that port 

performance is not of the highest order in New Zealand, and that there needs to be a 

continuing joint focus, between all stakeholders, upon this to maximise the country's 

economic performance. This is not just a matter of physical assets but also a legislative 

issue.  
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- The port market does not operate entirely effectively, principally as a consequence of 

inadequacies of the inland infrastructure and therefore needs attention. 

- The Productivity Commission should consider the potential for the various regulators 

such as Customs, Bio Security, MAF etc can potentially play to enhance or impede 

increases in cost effectiveness. This includes the industry's specific regulator, Maritime 

New Zealand, which while focussed on domestic issues represents a cost burden upon the 

international sector. 

- The Container shipping industry submits that there is no case for additional regulation of 

the market; existing market mechanisms can effectively balance between the interests of 

shippers and the liner industry. Further, the industry submits that greater focus must be 

paid to increasing the efficiency of the port sector and the road and rail components of 

the supply chain. 

   

Market requirements from international transportation services   

The principal demands on the international transport sector which any government, 

mindful of its over riding responsibility to satisfy the public interest for the effective 

movement of international freight, should aim to put in place a legislative framework that 

enables ;- 

 

- ease of entry for new carriers  

 

- a wide array of carriers competing effectively  

 

- price competition driven by supply and demand  

 

- commercial freedom for shippers to negotiate individual confidential contracts  

 

- the capacity to handle demand consistently  

 

- quality service and a range of services for shippers to choose from  

 

- technical and organisational innovation  

 

- Adequate investment in the continuous improvement of all aspects of the supply chain  

 

- any regulation should be kept to a minimum and should be effectively and easily 

understood by all parties  
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It is the view of the ICLC that all of these conditions presently exist in the New Zealand 

market, as demonstrated by;-  

 

- examples of entry of lines  

 

- movements of cargo between lines  

 

- changes in rates consistent with market conditions 

 

 

 

The characteristics of the liner industry   

The key characteristics of the industry which are exacerbated in the New Zealand market 

being remote and small, and internally fragmented are;- 

 

- high fixed costs of dedicated liner services 

 

- the need to match capacity to demand in increasingly large units as pressure for 

economies of scale increase and to cover the peak export season in February to June each 

year.  

 

- long life capital assets  

 

- inelastic demand for services. Changes in rates therefore rarely change the demand for 

space  

 

- the necessity to position container stocks inward particularly for reefer trades, and 

outward to repatriate to demand areas in off season  

 

- the necessity to provide global services for major clients 

  

The characteristics create a challenging environment in terms of providing a stable 

shipping environment. It is clear from our liaison with the import and export community 

that their number one demand of us is consistency of service, capacity, market coverage 

and pricing.    
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Cooperation in the industry  

Against this background the industry has engaged in two broad categories of cooperation 

to attempt to mitigate some of these risks. These are detailed further in Table 1 below; 

Commercial agreements in which carriers may discuss the freight rate 

environment.  These agreements are generally recognized throughout the world, 

although they are no longer permitted in Europe.  While other jurisdictions allow 

such arrangements, they are regulated and additionally agreements are now 

subject to voluntary actions only and ‘non-binding’.  Carriers retain the freedom to 

individually negotiate and enter into transportation arrangements with their 

respective customers.  The desire of carriers to maintain market share and to 

secure high utilizations of vessels is paramount with the result that market forces 

prevail. 

With respect to the situation in Europe, there are many commentators and 

organisations that argue that the recent volatility of rates in and out of Europe, 

have damaged shipper interests, would not have occurred when conferences 

operated.   

These traditional agreements sometimes referred to as ‘conferences’ had fairly 

rigid rules and a public tariff of freight rates which was generally adhered to. 

discussion agreements are the modern form of the conferences. These promote 

individual action on rules and freight rates and any collective agreement is purely 

by consensus.  The current market is dominated by individual shipper contracts 

negotiated with carriers, which remain confidential between the two parties.    

Discussion agreements also allow the members to stabilise the market to prevent 

service volatility, being able to exchange information on market conditions to 

enable members to meet market demand and growth.  

Operational agreements. These are variously termed ‘consortia’, slot charter 

agreements or vessel sharing agreements. In such agreements, the broad principle 

is that a number of carriers agree to share space on one another’s vessels in order 

to lessen capital investment while at the same time maintaining market presence 

and service levels. Such agreements have a wide variety of manifestations but are 

entirely operational. The participating carriers will agree to a schedule, ports of call 

and vessel size and operating capabilities. They will agree operational modus 

operandi, i.e. the processes whereby cargo is loaded at terminals (but not 

including the negotiation of terminal rates) but will not agree any commercial 

matters such as rates and conditions of carriage.  

Thus the market benefits from access to services which might otherwise cease if 

lines were forced to operate alone, from continuing competition between lines 
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which results in rate competitiveness and from the availability of choice. The 

carriers benefit from being able to operate economically. There are a wide range 

of such mechanisms now evident in the New Zealand market. This is a direct result 

of the distances that such services have to cover and the inability of lines to 

operate such services alone, i.e. only with the participation of a number of carriers 

are adequate economies of scale in the current rate environment achievable. 

 

Clearly the corollary of this is that if such arrangements were not permissible then either 

service would cease altogether or one carrier might become predominant with obvious 

consequences for rate levels.          
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Introduction 
 

The ICLC represents 19 International deep sea (non coastal) container carriers. Of these, 

five operate to/from the Pacific Islands and also carry break-bulk cargoes on request. The 

balance operate, on the whole, fixed day weekly dedicated ‘bus like’ services to world 

markets. This is vital to importers and exporters alike, many of whom operate to ‘just in 

time’ supply contracts or dedicated supermarket supply contracts in overseas markets.  

 

These services operate directly to/from New Zealand’s main trading markets, or via hub 

ports, and call weekly across the country at eleven ports. The topography of New Zealand 

and the limitations of its rail network, means that for such a small market in global terms 

(New Zealand represents around 1% of International trade), the number of ports in 

operation may be considered excessive.  

 

By contrast, Australia’s international trade which is around four times as large, is covered 

via five main ports and another two or three smaller regional ports.  

 

Liner services operating in New Zealand are predominantly focused on the agricultural 

industries with meat, dairy, various fruits, seafood, wine, forestry, wool and animal by-

products, as well as some manufacturing exports, making up the bulk of the export trade. 

While some large exporters may dominate their sector, mid-sized exporters requiring 

smaller regular export parcels to all markets form a significant portion of the market. 

Additionally because of the nature of the agricultural sector, there is a high proportion of 

specialised refrigerated containers required to service several large perishable sectors.  

 

By way of note it is interesting to understand the differences between conferences, 

discussion agreements and consortia arrangements.  

 

Table 1. Description of various types of agreements 

 

Arrangement Characteristics Comment 

Conference Usually operates under a ‘constitution’ 

and may include several groups of carriers 

serving different countries in one trade 

region. This arrangement was initially 

established as a means for the Intl carriers 

to  negotiate with the various ‘producer 

boards’ established in the 1970’s to 

manage New Zealand’s export trades. The 

main feature was negotiated agreement 

between the boards and the carriers on 

levels of service (frequency, port range, 

capacity etc.) on one hand, and set rates 

of freight on the other.  

 

Conference arrangements 

have not operated in New 

Zealand for over seven 

years. 
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In later years common pricing and freight 

surcharges were applied in some trades 

through joint tariffs.    

Discussion 

agreements 

(D.A.) 

These agreements are more general in 

operation but more specific in 

geographic scope. They operate to 

collate the supply/demand features of 

the specific trade, to establish on a 

non-binding voluntary basis, floor 

rates of freight and if applicable, 

surcharges and other terms and 

conditions in that trade. Any 

discussions take place only on a 

‘commodity’ basis. 

There are two DA’s in 

operation in New Zealand. 

ANZDA & ANZUSDA-USADA. 

There is one dormant DA, 

the Pacific Islands 

Agreement which has not 

met for over two years.  

Pooling  

& trade share 

agreements 

May range from formal revenue/cost 

pooling and sharing operations on 

trade volumes to simpler trade access 

arrangements, dependent on carriers’ 

agency and geographic scope.  

These operate mainly in the 

Pacific Island trades. 

Consortia 

agreements 

These are operational and technical 

arrangements covering the sharing of 

capacity and hardware in specific 

trade routes. They generally cover 

agreed supply of space, port calls, ship 

sizes and on occasion container 

swapping.  

Many trade routes into/out 

of New Zealand operate 

joint services and require 

operational cooperation. 

Joint  

Service 

agreements 

In principle the same as Consortia 

agreements but generally involve only 

two parties. 

 

 

Discussion agreements  

 

In New Zealand there are presently only two discussion agreements in operation, 

representing three geographic regions for New Zealand exports. These agreements are in 

place to specifically cover the international carriers’ operations under the more specific 

regulatory regimes in place in the North and South Asian and the North American 

markets. For all other trade regions there are no carrier discussion agreements. 

 

With regards to formal meetings, the combined Asian trade agreement (ANZDA) meets 

every 2 months.  

 

In all cases, independent shipping lines operate outside of the agreement lines ensuring a 

highly competitive environment.  
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It is noted that the two Discussion Agreements mentioned represent less than 40% of 

total import and export container volumes into/from New Zealand. 

 

Additionally, apart form pure container competition, there is also competition from the 

‘conventional’ reefer sector operating to/from New Zealand in the major trade routes and 

challenging the container lines share of the perishable sector throughout the year, as well 

as a multitude of transhipment services in many trades offering an alternative to the 

direct carriers.   

 

Revenue/cost pooling agreements – Pacific Islands markets 

 

Most of the challenges faced by global carriers in providing cost–effective liner shipping 

service levels are magnified for regional carriers who service the islands within the 

Pacific.  Their services face relatively long steaming distances to often tiny markets, with 

limited (or sometimes even non-existent) port infrastructure.  Theirs are generally one-

way trades, delivering imports to the Pacific Islands, but having almost no exports to load 

for the return voyage.  Reflecting the testing economics of these trades, the regional 

carriers have found it necessary to cooperate to ensure that the supply of shipping 

services approximates to the demand for cargo carrying capacity.   

  

In this context, the supply side contemplates more than just pure space.  It includes the 

frequency with which ships call into individual ports, the capabilities of the ship to carry a 

full range of cargo types (containerized, break bulk, project cargo, bulk liquids etc), the 

working of cargo at rudimentary wharf facilities (without shore cranes) or at roadsteads 

into lighter barges, and the quality of the tonnage employed.   In a region of less 

developed micro-states such as the south west Pacific, the only way to deliver high levels 

of service with technologically and environmentally modern ships is by individual shipping 

lines pooling their hardware and cooperating in their trades. 

  

Accordingly, most of the Pacific islands trades out of New Zealand are undertaken by 

multiple carriers in some form of joint service.  Depending on the market served, these 

joint services can be as simple as two or more lines sharing the costs of, and space on 

board, a single ship.  There are, however, various other permutations ranging from 

pooling of service revenues for multi-ship operations, through unincorporated joint 

ventures, up to and including incorporated joint ventures.  In the latter case, the joint 

venture company actually charters the ship used in the service, and the participating lines 

(most of whom are otherwise ship-owners or charterers in their own right) operate as 

non-vessel owning carriers so far as these particular services’ customers are concerned.  

In some trades the status of the relationship can change as the ship progresses around its 

usual port rotation.  For example, in recent times a service New Zealand to 

Vanuatu/Fiji/Wallis/Futuna/Fiji and return operated as a bi-lateral incorporated joint 

venture between New Zealand, Vanuatu and Fiji; but then became a tri-partite 

unincorporated joint venture for the Fiji/Wallis/Futuna/Fiji sectors of the service.  This 
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multi-layered operation cost-effectively delivered the very different requirements of the 

separate markets served by a single ship. 

  

Despite their various types and levels of cooperation, there is strong competition amongst 

regional carriers, both on price and on service levels.   

  

Obviously, so far as price is concerned, elements of pure cost recovery will be the same 

for all of the lines participating in the same joint venture, or utilizing the same ship.  Port  

service costs, border control costs (such as quarantine fees), security charges and the like 

will be the same for all shipments on the same ship.  Likewise, the underlying market 

factors, such as charter rates, bunker prices and exchange rates impact on all carriers 

equally.  Nonetheless, and although common commodity tariff guidelines are published 

for some joint services, joint service partners price against each other to secure long term 

customer support.  They are incentivised to do so for a number of reasons, including 

durability of their own revenues, pure cash flow, and optimal use of cargo equipment 

(containers etc). 

  

Participating lines also compete on a range of other aspects of the services they jointly 

provide.  These include their booking systems and practice; their cargo 

equipment (container types and age, demurrage-free days at discharge port etc); 

documentation (the quality and timeliness of issuing bills of lading and sea waybills); and 

agency and ancillary services at loading and discharge ports (such as free delivery to the 

wharf of containers once packed by shippers). 

  

There are several other points to be made about the levels of co-operation between the 

regional carriers operating out of New Zealand to the Pacific islands. 

  

First, without an ability to collaborate in the provision of services, it is difficult to see how 

the levels of service currently available to shippers in the Pacific Islands trades could be 

maintained by any one shipping line, or by all of them acting totally independently.  

Taking almost any single ship currently employed in these trades, it is possible to say that 

its continued employment in the service it currently provides would simply be 

unsustainable if confined to a single operator – let alone a single operator forced to 

compete with other single operators employing similar or even lesser tonnage.  Both New 

Zealand exporters and Pacific Islands importers now have expectations of ship and service 

qualities well beyond the old days of Princess Ashika-like ships inefficiently eking out their 

last few years of trading in the south Pacific before disappearing off to scrap.  Given the 

capital-intensive nature of all shipping, the current modus operandi in these trades is 

probably economically optimal, and the economies of scale now achieved should not 

lightly be discarded. 

  

Second, the same levels of joint service activity occur in the parallel liner shipping trades 

between Australia and the Pacific islands, in which all of the same regional carriers are 

involved.  In Australia, all such joint service arrangements must be submitted for the 
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scrutiny of shipper representatives, and (to ensure conformity with the legislation) filed 

with the Registrar of Liner Shipping in Canberra pursuant to Part X of the Australian 

Competition and Consumer Protection Act 2010 - formerly Part X of the Australian Trade 

Practices Act 1974.  Exactly the same forms of vessel sharing agreements, revenue pools, 

and joint ventures (un-incorporated and incorporated) have been accepted for Australia 

by shipper representatives and industry regulators alike, together with various “talking 

agreements” and other inter-line discussion arrangements that enable them to function at 

a practical level.  This official sanctioning (at Australian Federal Government level) can 

reasonably be seen as recognition of the realities outlined above. 

  

Third, the regional carriers are, of course, not ‘the only game in town’ for many of the 

larger ports within the south west Pacific.  As well as the various joint services, a number 

of the larger ports (Noumea, Suva, Port Vila, Apia and Tahiti) are in any event served by 

other, more global carriers.  It is assumed that, for these carriers, these ports are at the 

bottom end of the scale of the markets to which it is commercially viable for them to 

trade, but the outcome for shippers is an alternative to the regional carriers. 

 

 

Characteristics of International Liner Shipping  

 

International liner services to and from New Zealand are characterised by several key 

features;  

 

- the distance that separates New Zealand from its trading partners and the 

small volumes of containers exchanged means that efficient shipping services are 

required 

 

- the diversification between import locations vs export locations and tradable 

commodities creates container equipment challenges, as does the large number 

of ports that operate in New Zealand 

 

- The current legislative regime means there is no barrier to entry, creating an 

open market for liner carriers to establish new services or expand on existing 

ones should they desire 
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Benefits of Carrier Agreements in New Zealand 

 

This submission will table the advantages that operating Discussion and Consortia 

agreements brings to the New Zealand market. Substantial research has been 

undertaken globally to understand the relevance of (semi) regulated markets and the 

operation of conferences/agreements and the provision of efficient and sustainable 

shipping services for the good of the nation. Professor James Crawford has published 

papers on such economic conditions and we have also included his 2004 opinion 

confirming this in relation to the Australian Productivity Commission review of Part X.  

 

Discussion agreements and consortia agreements create a stable operating 

environment for New Zealand’s importers and exporters. Through this stability and 

the surety to the shipping lines are able to invest in technology and hardware to 

create an efficient and effective market.  

 

- Due to the high cost of operating in ‘long thin’ trade lanes, sustainability of 

services requires optimum operating efficiency. The ability to compare data 

on supply and demand conditions in the trades is at the core of this 

efficiency. The Shipping industry and its customers need to exchange 

accurate forecasts of demand for cargo space which in turns needs to be 

aggregated to supply not only sufficient supply, but also stable pricing. 

 

- The World Shipping Council stated in the release of its paper on International 

shipping regulation (2001) – “The benefits to caucus – better information and 

marginal improvements in revenue results – are more than matched by 

benefits to the shipping public. Today’s existing practical and well accepted 

regulatory system avoids the negative consequences of conflicting maritime 

regulations and chronic price and service instability, and encourages private 

investment in the greater capacity and new technologies needed to meet 

future market demand”.  

 

- With significant imbalances existing on container types between imports and 

exports and locational imbalances on import container deliveries in the north 

of the country and the significant export container demand in the south, the 

market requires that the opportunity to effectively service it, be spread over 

multiple carriers on the same or on ‘cross-service’ consortia. 

 

- Consortia agreements also promulgate the development of advances with 

other stakeholders to improve efficiencies in the logistics chain, such as 

liaison with border regulators Customs and MAF, with the trucking and depot 

sector, with terminals and with shipper bodies. These advances come in the 

form of improved procedures and regulations as well as technological and IT 

related improvements improving data exchange and creating speed of 

business transactions. 
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- Consortia arrangements encourage, through their slot sharing processes, the 

deployment of larger tonnage than would have been viable if lines had to 

operate independently or not cooperate on systems. This creates economies 

of scale in simplest terms and also allows through cooperation, more ports of 

call in both New Zealand and in overseas markets than would have been 

possible on stand alone services.  

 

- The highly seasonal nature of New Zealand’s export trade means that 

sufficient capacity and containers, notably the high share of refrigerated 

containers, can be deployed through ‘Peak Season Loaders’, to cover the high 

season demand and guarantee that the highly strategic and earning 

perishable trade is covered. In some cases these ‘Peak Season programmes’ 

are operated by partners through operational cooperation. 

 

- The ability to coordinate purpose built vessels and containers for the New 

Zealand trade is equally important. As a share of total container movements, 

New Zealand has an extraordinarily high proportion of refrigerated volume. 

This requires higher specification plugged vessels to serve the market. Vessel 

operators in the trades to South and North Asia as well as the North 

American trade are required to coordinate tonnage and deploy high 

‘plugged’ tonnage to meet this demand. 

 

- These purpose built vessels contain features which create higher operating 

costs for the Carriers that may not be recouped in other trade lanes and thus 

this demand to deploy these higher spec ships with certainty is paramount. A 

stable and guaranteed environment is required to ensure the carriers obtain 

a sufficient return on their investment to maintain this “conveyor belt” to 

world markets and to reinvest in the trade to keep pace with growth and 

customer demands.   

 

- New Zealand has a strategic obligation to develop and become integrated in 

trading in the Pacific Islands. These markets are, however, characterised by 

small volumes, lower valued commodities and, importantly, in most cases, 

operated on a one-way basis. History has shown that multiple independently 

operated services are not economically possible. Market rationalisation, 

vessel sharing agreements and revenue/cost pooling is the only way to 

ensure ongoing sustainability in the face of increasing ship operating costs. 
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Economic theories as they relate to International liner shipping 
 

Extracts from Shipping Australia’s submission to the Productivity Commission’s review 

of Part X of the Trade Practices Act 2004 

 

International liner shipping operates in a complex set of markets, the supply and demand 

characteristics of which make the naïve application of simplified economic theories 

inappropriate and seriously misleading. To properly analyze a world of high fixed costs, 

inelastic demand for services, chronic trade imbalances, inelastic and lumpy supply, free 

entry and Government subsidization, it is essential that one takes account of how those 

important factors influence commercial behavior. Intellectual shortcuts – such as making 

uninvestigated assumptions and using highly simplified versions of economic theory – are 

more productive of error than insight. 

 

The international liner shipping industry does not and almost certainly never will remotely 

resemble the neo-classical ideal of a perfectly competitive industry. As Mary Brooks points 

out in her book “Sea Change in Liner Shipping” 
1
 , the performance of markets is based on 

both the conduct of buyers and sellers in the particular market and the structure of the 

market.” Various theories of Industrial Organization evolved. Devanney and others sought 

to explain liner conference behavior using “open cartel” models; the central notion being 

that conferences initially attempt to act as a textbook collusive oligopoly, restricting 

capacity to below optimum levels and setting rates well above average costs. Clearly the 

evidence points to the opposite as far as the operation of Conferences and Discussion 

Agreements are concerned. Rates have fluctuated, at times reaching extremely low levels, 

they have never been set well above average costs, there is no evidence that parties to 

such agreements have ever been able to restrict capacity let alone to below optimum 

levels. 

 

There has been much debate on the level of contestability of this industry, with again 

many differing opinions and questioning of some of the assumptions, such that “all 

players in the industry have similar cost bases”. It is also noted that the EU Committee in 

its latest Discussion Paper, dismissed the theory of contestability, somewhat hurriedly, 

nevertheless, observation of the market can only lead one to conclude that, whilst one 

can argue over the level, it is certainly a market which is contestable.  The fact that large-

scale entry into a trade is implausible is of little practical importance. The liner shipping 

market provides an example of "workable contestability" and imposes a level of discipline 

on conference behavior. 

 

In the past fifteen years alone in New Zealand there has been a history of entry and exit 

especially in the Trans Tasman, United States and Pacific Island trade lanes to confirm that 

                                                 
1
 Mary R Brooks “Sea change in Liner Shipping, Regulation & Managerial Decision making in a Global 

Industry”, Centre for International business studies, Dalhousie University, Halifax Nova Scotia, Canada. 

Permagon 2000   
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“liner shipping is characterized by frequent opportunistic entry as a result of low barriers 

to entry and exit”. If entry into individual sub-markets is free, the theory of the core, 

derived from game theory, could be of importance in determining bounds to the set of 

feasible price strategies, or sustainable prices in such a market.   



 
 

Representing the container shipping sector in New Zealand 

 

 17 

 
International Container Lines Committee 

Table 2   - Summary of carrier and service changes 1997 - present 

Year Carrier Event

1996 ABC Ceases Round the World Con-bulk service

1996 Nedlloyd Merges with P&O Containers

1996 Translink Ceases its RTW service including Pacific Islands

1997 Union Shipping Purchased by ANZDL

1997 ANZDL Commenced calls to Tahiti & Fiji on NZ - USWC services

1997 Neptune Shipping Commences service to Fiji & return

1997 Contship Container Line Purchased by CP Ships

1997 Barbican Line Purchased by Hamburg Sud

1998 TEL Purchased by P&O Nedlloyd

1998 TEL / SPS Withdrawal from Trans Tasman

1998 ANZDL Purchased by CP Ships

1998 Maersk Commences service to SE Asia & return

1998 Blue Star Line Purchased by P&O

1998 Kyokuyo Commences semi-liner bulk reefer services to ECNA

1998 J Lauritzen Commences semi-liner bulk reefer services to/from WCNA & Ecuador

1999 Sth Pacific Contr Line Purchased by Hamburg Sud

1999 Tasman Asia / NZOL Merged services to create TOL in SE & Nth Asian trades

2000 BHP Transport Ceases its Trans Tasman Con-bulk service

2003 CP Ships Commences a fortnightly Trans Tasman RoRo service

2003 Wilhelmsen withdraws from  containers to concentrate on RoRo operations

2003 MSC Commences container services from NZ to Asia & Australia

2005 CP Ships Purchased by Hapag Lloyd

2005 Kyokuyo Ceases semi-liner bulk reefer services to ECNA

2005 P&O Purchased by Maersk - break up of dual sling "Round the world" service

2005 J Lauritzen Ceases semi-liner bulk reefer services to/from WCNA & Ecuador

2006 US Lines Commences container services from NZ to Australia, Asia & Nth America & return

2006 FESCO Purchased by Hamburg Sud. Operated as separate brand for 15 months

2006 CMA CGM Commences container services from NZ to ECNA & Europe

2006 OOCL Commences operations in NZ joining NZ-SE Asia VSA

2006 PDL sells majority of shares in its Pacific operations to PIL

2006 Hapag Lloyd Ceases Trans Tasman RoRo service

2006 Hamburg Sud Commences fortnightly independent "Trident" service to ECNA & Europe

2006

CMA CGM/ Hapag Lloyd / 

Marfret

Commences fortnightly "PAD"service to ECNA & Europe

2006

CMA CGM/ Hapag Lloyd / 

Marfret

Commences weekly "NEMO" service to SE Asia, subcontinent, Med/Europe

2006 Maersk Commences independent "OC1" service to ECNA

2007 ANL Purchases US Lines service to from WCNA and join CMA CGM ECNA service

2007 Hamburg Sud Upgrades "Trident" to Weekly

2007 Gold Star Line Commences service in the Trans Tasman

2007 Hamburg Sud Upgrades Asian service to Nth Asia ports in addition to existing  SE Asian markets

2008

CMA CGM/ Hapag Lloyd / 

Marfret

Withdraws weekly "NEMO" service to SE Asia, subcontinent, Med/Europe from New 

Zealand
2008 Gold Star Line Ceases service in the Trans Tasman

2008

ANL/Hamburg 

Sud/Maersk/Hapag Lloyd

Merger of USL/ANL service with WCNA VSA

2008 Polynesia Shipping Commences container services to Pacific Islands

2009 Hamburg Sud/Maersk Merge "Trident" & "OC1" to ECNA & Europe

2009 TOL & Quadrant Separate brands & services merged as Swire Shipping

2010 Carpenters Commences container services from SE Asia to Pac Islands, NZ, Australia & return

2010 Polynesia Shipping Ceases container services to Pacific Islands & slot charters on Pacific VSA

2011 Carpenters Ceases operations

2011 CMA CGM Commences container services to/from SE & East Asia & Pacific Islands

2011 PDL / Maersk Combine services to Tahiti

2011 PIL Commences container service NZ  to Asia, USWC & return

2011

PDL/PFL/Neptune/Swires/

Sofrana

Enter into two sling Pacific Island VSA/pool replacing 3 ?? separate services

2011 MSC Announces new service from NZ to Panama, USWC  & return  
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The EU Commission appointed an international team of expert maritime economists 

associated with Erasmus University in Rotterdam, led by Professor H. E. Haralambides and 

including Dr Sjostrom. The group was requested to summarize the submissions received 

and to analysis the economic issues related to conference activities and ocean freight 

rates and the groups original statistical analysis of freight rate stability concluded that 

liner shipping conferences:  

 

- Are not “price setting cartels” 

 

- Play a complex role against a background of difficult competitive conditions 

inherent in liner shipping 

 

- Function as a platform to discuss prices and related cost levels 

 

- Have virtually no ability to collectively raise rates, may even foster more 

competitive pricing in the market as a whole, and reduce freight rate volatility.  

 

The team recommended that the appropriate way forward was to ensure a regulatory 

policy for liner shipping that maintained a limited anti-trust exemption while at the same 

time ensuring that conditions were in place to safe guard the longevity, sustainability and 

success of liner shipping operational alliances. 

 

Shipping contributes around 50 per cent of the transport cost associated with 

imports/exports, which in turn ranges from 2 per cent to 25 per cent of the value of the 

cargo. The remainder of the transport cost is incurred for delivery to load port or once the 

cargo is landed, in costs associated with intermodal operations and land transport. 

 

Lines operate regular, reliable and frequent services and incur high fixed costs. Once the 

large and expensive networks are set up, the pressure is on to fill them with freight. The 

simple observation that unused capacity cannot be stored and used later demonstrating 

the pressure to go for volume. In order to secure cargo, shipping lines negotiate long-term 

contracts with shippers, however the risk balance in those contracts resides on the 

carrier’s side. In an environment of over capacity, high fixed costs and product 

perishability, lines will chase containers using a marginal cost only approach, often leading 

to direct operational losses on the trades considered. 

 

Rate erosion would not be that bad if changes in freight prices had a major impact on 

demand. Unfortunately, for most shipments freight revenue only accounts for a very small 

portion of the shipment’s total value, but as carriers cannot influence the size of the final 

market, they will try to increase their short run market share by reducing prices. As such, 

shipping lines may reduce freight rates without substantially affecting the underlying 

demand for container freight. 
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ICLC response to questions directly posed under this release 

The ICLC member lines hereafter referred to as “the lines”. 

 

ICLC = International Container Line Committee & its member lines 

PC = Productivity commission 

MAF = Ministry of Agriculture & Fisheries & Bio security 

MOT = Ministry of Transport 

 

The ICLC has answered only those questions relevant to its operations. 

Q2  

ICLC considers that framework is adequate, although it is also clear that the PC needs to 

ensure it uses all the submissions to increase its understanding of the market better. It is 

felt through some dialogue already taken place that there is not a detailed appreciation of 

the liner Shipping sector however the ICLC continues to make itself available to work with 

the PC to address any relevant questions and features of the sector it requires.  

It is also considered important that New Zealand’s regulatory framework operate 

consistently with those similar regimes in place around the world.  For example if New 

Zealand were to follow the extreme example of the EU, this would be inconsistent with 

the approach taken in most other jurisdictions around the world which would adversely 

impact the countries importers and exporters. 

Q3 

ICLC suggests that the interface between ports and other stake holders such as road, rail, 

MAF, Customs, biosecurity etc warrants greater attention. We applaud the increased 

communication between ICLC and the MAF & Customs working committees and look to 

engage further.   

Productivity and efficiency across the logistics chain is a substantial challenge and we 

believe there needs to be greater interaction between the main transport stakeholders; 

the road user groups, Kiwirail and the Port companies, to ensure barriers to effective 

trading are removed at the port gate. 

Q4 

The inquiry needs to consider the steps being taken by the liner companies to improve 

environmental. Legislation must focus upon the greatest threats and reward those who 

perform while penalising those who do not.  
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The Oil Pollution Levy is economically inconsistent inasmuch as the largest share of this 

levy is paid by the international shipping sector, which already operates under strict global 

regulations. Yet local committees wish to introduce regulations to New Zealand waters 

which are far more stringent than those operating in world markets. At the same time, the 

International shipping sector currently contributes around 85% of the funds collected by 

the Oil Pollution Levy because we are seen as an easy source for recovery, yet the 

recreational craft sector, the largest collection of ‘maritime users’, is not levied at all.    

Q5 

As customers of this sector, the ICLC can advise that overall there is no significant 

competition between the ports across New Zealand. While it is recognised that Auckland 

and Tauranga can and do compete, the geographical nature and the limited infrastructure 

servicing the ports means that there is little competition between other ports around the 

country. 

Likewise it is clear that in several ports there are few berthing windows available in the 

container terminals, which is a vital ingredient for the international lines to change or 

start a new service to facilitate that competition. It has been reported that in negotiations 

between ICLC members and various ports, that limited berth options in several ports 

simply negates the ability to switch between ports or alter existing services to add or 

better serve existing ports/regions.  

Likewise it is noted with the restricted windows at many ports, that starting a new service 

on a ‘natural’ coastal rotation, is now near impossible to achieve. 

Q6 

Container moves per hour is the most appropriate measure.  

Q7 

It is the opinion of ICLC that the most consistent and efficient way to measure ‘break-bulk’ 

productivity, given the significant range of commodities, handling gear and procedures, is 

tonnes per hour." 

 

The ICLC can not comment on pure ‘bulk’ cargoes. 

Q8 

The productivity of New Zealand ports should be at least equivalent to that of Australian 

ports but in essence the current port productivity is already at low levels. The ICLC has 

begun to monitor its own member’s productivity at New Zealand ports and will in future 

use this data to drive productivity improvements. While the absolute level of ports 

throughput is important, it is more important that improvements are seen. 
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Below is a comparison of productivity levels of main ICLC carriers at selected New Zealand 

and Australian ports (as supplied by the Waterline publication). This illustrates the 

discrepancy between port productivity in New Zealand and Australia, let alone main 

overseas ports. 
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Source: Waterline Publication (October 2010) & ICLC members data

NOTES: NZ Ports data is Calendar year 2010 - larger carriers only

              Aust. Ports data is last 3 reported quarters - 'current' is Q3 2010  

In the short terms we recommend using Australian ports as comparators; in the long term 

we believe New Zealand ports need to measure themselves against the best in Asia and 

Europe. 

 

Q14 

There is probably little point in debating whether the country has too many or too few 

ports. What is important is ensuring that the inland infrastructure in existence is capable 

of ensuring adequate competition between ports is put in place. Exporters and importers, 

along with  international carriers will generally seek the ‘natural gateways’ however these 

parties likewise will require the ability to invoke choice – but rail, coastal and even road 

options need to be available to create the choice/efficiency.  

As already noted, limited berthing windows and gaps in the services provided by rail and 

coastal shipping are major factors inhibiting rationalisation.  
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Q15 

While it is difficult to provide a definitive answer, it is interesting to note that Tauranga, 

which has the largest proportion of non-local authority ownership, is New Zealand’s most 

productive port. It can also be surmised that the present ownership structure has 

prevented international terminal operators from investing; their involvement would likely 

encourage greater operating efficiency. 

 

Q16 

A mixed ownership model would increase commercial discipline, and allow greater 

involvement by companies with port operating expertise, as noted above. 

Where practical a greater degree of competition in the port market needs to be achieved. 

The ports are currently operating as near monopolies and this needs attention.  

Q17 

Subject to available volumes through the port, then such models where multiple 

stevedores in operation can improve productivity, such as that witnessed in Port of 

Tauranga. However international carriers do not negotiate directly with these stevedores. 

Our contract lies with the Port company, the competition within the port is driven by their 

ability to ‘sub contract’ according to their corporate requirements, including competitive 

productivity. A direct model may well improve this even further.   

Q19. 

The international shipping market is highly competitive to the extent though that freight 

rates have declined over the past five years. Individual shipper negotiations and the wide 

range of carriers operating in the markets, both on a direct and relay basis to all markets 

ensures the competitiveness of the industry. 

Q20 

 

To be clear on the answer to this question, it has to be stated that ‘conferences’ or 

price agreeing agreements, have not existed in New Zealand since the early 2000’s.  

They have been replaced by non-binding discussion agreements, reflecting the 

changing of the market place in New Zealand at the same time shipping line 

ownership and shipping systems expanded.  

 

The purchase of P&O by Maersk in 2005 saw the expansion of service options. For 

example, Hamburg Süd established a new independent service to the US East Coast 

and Europe while Hapag Lloyd, CMA CGM and Marfret established a new joint service, 

both on top of Maersk/P&O continuing their operations. No new discussion 
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agreement was established in the Europe trade while in the US trade the existing lines 

closed down the Nth American conference and moved to a discussion agreement.  

 

Without the ability to form a joint service in these, the longest trade routes in global 

trade, Hapag Lloyd, CMA CGM and Marfret would have been forced to operate 

independently. As fuel prices, ship charter rates and Panama transit costs increased 

dramatically in subsequent years many would have withdrawn from the trade. This 

would have seen the sudden loss of capacity and coverage of New Zealand’s oldest 

and at the time, most strategic market. 

 

Subsequently Hamburg Süd and Maersk merged their ECNA/Europe & ECNA services 

to ensure continuity of service, as fuel and charter prices reached record levels.  

 

Without the ability to propose, consider and deploy joint consortia services, as well as 

the supply/demand equation and to consider ‘floor’ rates of freight, the viability of 

continuing to serve these long thin trades would have disappeared.         

 

When the Global Financial Crisis hit in Q4 2008, with it came a drop in global 

consumer demand the likes that had never been witnessed prior. New Zealand was 

not immune and all trade routes were adversely affected with significant reductions, 

particularly in import volumes.  

 

The many carriers in the North Asian trade were unable to continue to operate on 

existing small capacity services. They were able, under existing regulatory 

arrangements, to reconfigure the services into one large service which guaranteed the 

longevity of the service and has now created economies of scale and lower per unit 

operating costs.  

 

Likewise in the Sth East Asian sector, the dual sling service which had operated for 

many years, was merged into a single string operation with several participants 

spreading capacity over several services to ensure market coverage in both port scope 

and capacity terms.   

 

While New Zealand’s export trade has remained reasonably resilient over the 

subsequent period, the import trade has not recovered in terms of volumes and 

market growth. The import sector has benefitted from lower freight rates in the trade 

- only possible still today due to the economies of scale and efficiency created in both 

these trade sectors.  

 

The operation of agreements hasn’t just allowed the larger carriers to continue to 

operate and create scale efficiencies, it has also allowed the smaller carriers, as part of 

these agreements, and even outside them, to identify their economic base lines and 

continue to operate efficiently, ensuring robust competition exists and providing the 

market with ongoing choice.  
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Q21 

It is the position of ICLC that the over riding principle is that the market remains efficient 

and sustainable for both the import and export sectors. There are representative bodies 

for both the import and export sectors, as there is for the shipping sector and there is the 

environment for these to meet and challenge each other if required. Currently the scope 

of legislation and regulatory impact creates a competitive market where the stakeholders 

are represented and therefore a change in legislation seems unnecessary for the sake of 

change. 

We would also refer the Commission to the recently released APEC guideline document 

and it recommendations relating to the Liner Shipping sector following the analysis of 

market & commercial implications of conferences and consortia’s by their working 

committee. This June 2011 report is repeated in attachment 2 below.  

However it is noted that exports and imports are treated differently under the New 

Zealand Commerce and Shipping Acts. Whereas the through transport of exports 

including the land transport move under an International contract of carriage is exempt 

under both acts, imports receive no exemption under the same conditions under the 

Commerce Act. It is recommended that this anomaly be removed and the Shipping Act 

provisions be extended to cover both exports and imports as far as the land based 

exemptions are concerned.    

 

Q24 

 

As noted, exemptions from part IV of the Commerce Act allow lines to maintain service 

levels and avoid destructive competition benefitting both importers and exporters.  

 

 

Q25 

 

The current regulatory regime in New Zealand would be best described as ‘over arching’ 

as well as  ‘pragmatic’ with regards to creating both a competitive and sustainable 

environment, but vitally it allows market forces to determine the benefits to New Zealand 

importers and exporters. 

 

Liner container carriers are subject to both the Commerce Act 1986 and Shipping Act 

1987. This dual regulation environment creates a clear statement to the market that 

international carriers are allowed to operate, unfettered by over bureaucratic regulation.  
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Q26 

 

The European Union repealed legislation that allowed the formation/existence of 

Conferences in 2008. From this point on the EU commission only approved the existence 

of consortia/operational agreements which included the features of vessel sharing 

arrangements. 

 

This significant change in modus operandi for the market saw substantial volatility in 

freight rates and service offerings as a consequence. The number of carriers operating in 

the various trade lanes is significant and the number of strings operating for example in 

the Asia-Europe trades as well as the Trans-Atlantic and South Atlantic, always ensured 

that the market was competitive from a price perspective. However the inability of the 

lines to meet and consider supply & demand, market growth conditions and ultimately 

formulate ‘floor prices’ had a significant impact on the commercial stability of these 

trades. 

 

All jurisdictions however, including Europe, permit operational agreements. 

 

The Japanese Shipowners Association research confirmed this trend. Their January 2011 

submission paper compared the rates of freight and changes to same. In the Europe-Asia 

trade where discussion agreements had been abolished and the Asia-US trades where 

consistent anti-trust immunity regimes remained in place.  

(http://www.jsanet.or.jp/e/pressrelease_e/2011/pdf/20110118e.pdf) 

 

The below table summarises the volatility that followed the repeal in the Europe based 

trade compared to the US trade. Note that the volume equation remained consistent in 

both. 
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Source; JSA submission paper to the FMC concerning the EU repeal of Liner Conference block 

exemption 

New Zealand importers and exporters rely on sustainable but more importantly consistent 

shipping services to allow them to trade internationally. The small volume that New 

Zealand’s trade represents, along with long expensive trade routes such as NZ-US East 

Coast, NZ-Europe etc. being serviced by many load ports, means that carriers need to 

operate sustainable shipping services. Carriers need to be able to consider the key market 

drivers to ensure their services are sustainable and even enhanced as the market 

determines. 

Q46  

There is scope to reduce such costs by greater liaison between lines and regulators to 

ensure that such legislation as is enacted, takes full account of potential risks and the 

likely costs, which should be allocated on the basis of costs incurred and benefits accrued, 

rather than on the basis of ‘ability to pay’. 

ICLC members support cost effective and efficient border compliance. Current initiatives 

for single trade window systems for NZ Customs and MAF are encouraged.  As a general 

principle ICLC supports cost being levied to those who do not comply with the regulation.  
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Q47  

ICLC supports technology initiatives and greater liaison between stakeholders to drive 

efficiency and cost effectiveness.  

Q48 

Import and export documentation is increasingly a global platform rather than country 

specific, New Zealand has no option other than to comply and direct communication and 

data flow through common user systems such as INTTRA and AMS are improving line 

documentation flow and efficiency.  

Q49 

Increased security costs post 9/11 at the border, at terminals, onboard vessels and at lines 

offices have been incurred and are passed on to cargo interests only where necessary. 

Initiatives such as the Secure Export Partnership programme are supported by the 

industry, but we would also like to see this partnership arrangement reciprocated in 

easier or reduction in cumbersome reporting requirements. Issues like the 24 hour 

customs reporting or ‘10+2’ could be addressed for SEP members.  

While it is acknowledged that cargo manifest provision prior to loading is required in 

several trades and comes as a cost burden to the carriers and the market, it is not correct 

that X-ray imaging nor 100% x-raying is required presently. 

Q50 

Import Tariff duty and GST are paid directly to Government agencies by importers 

separate from the transactions with individual shipping lines covering international freight 

charges.  

 

Q51 

The ICLC feels that the operators of domestic road and coastal transportation are 

competitive within their sectors and to some extent across sectors and the scope of 

service offerings is ever evolving. Aside from for rail there are few barriers to entry.  

With regards to coastal shipping there is a strong regulatory restriction in place, 

specifically covering the flagging and crewing of dedicated tonnage, which may be 

operated on the New Zealand coast.  

Regarding landside haulage, for true comparison of modal efficiency, the full door to door 

costs need to be assembled and compared. ICLC lines recognize the current limitations of 
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a narrow gauge, essentially  single stack short train rail network as compared to the wide 

gauge long train options elsewhere as an impediment to operating a more efficient 

operation, improved asset utilisation and lower per unit costs to rail customers. 

Q53 

Transit time is often an emotional discussion topic and should be addressed along with 

the issues of schedule reliability and regularity, capacity and market coverage. Fixed day 

weekly services are increasingly the modus operandi of international container lines. Total 

transit time needs to be measured from door to door. Prior acceptance and post delivery 

transit time for shipping line provided containers, is regulated by the lines through 

detention and demurrage charges.  

Q54 

Section 6.2 (page 58) correctly highlights pre and post shipment transit time elements. 

Decisions on elective slow steaming consider bunker consumption and schedule, berth 

availability, relay vessel connections, and weather. Line’s marine management is 

constantly tasked with the challenges of transit and the optimization of schedule.  

Q55 

There exists, some pockets of vertical integration in depots and historically in trucking and 

stevedoring. ICLC Lines recognize that the current framework of Port ownership is the 

domain of local Government and the sector has to date seen little by way of private 

investment in port ownership.  

Q56 

Port profitability and performance in NZ record a broad range of results. Generally the 

strong positive cash return to shareholders has dissuaded divestment by the local 

Government shareholders.  

Q57 

In the 40 years of containerization in New Zealand, the ports have to date largely kept 

pace with the demands of the lines. It is fair to say that over the years, ICLC members 

have had concerns about expenditure on port infrastructure, where it was difficult to see 

genuine demand. While the Lines are of the view that the investment decisions should 

continue to be left to the ports/shareholders, we likewise support a similar approach 

taken in Australia with key stakeholders involved in the development of a National Port 

Plan. This plan should include not only the port sector, but also rail and road interfaces. 
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Q58 

If there is a strong market demand for greater vertical integration and/or port 

consolidation then there seems no impregnable barrier to pursuing these objectives. 

There is room for considerable debate as to whether vertical integration outcomes will 

improve or impede efficiency.  

 

Q59  

There is no barrier to the negotiation of efficient agreements between ports and shipping 

lines in the sense that all discussions are based on normal commercial terms, viz willing 

buyer v willing seller. Typically New Zealand ports also run the stevedoring operations at 

their container terminals (although some ports do allow third party stevedores to operate 

labour only services, but the plant is still owned by the port companies) and this lack of 

option could be seen to be restrictive competition. Global terminal operators such as DP 

World or Hutchison Port Holdings as examples have never operated in New Zealand.  

However, the geographical distance between ports in NZ, along with the parochial 

support of particularly regional ports by local councils, port management and cargo 

interests means there is an inherent lack of competition between ports in NZ. This is also 

reflected in complacent attitudes to their customers by port management. The exception 

to this might be Auckland v Tauranga, where the latter port also competes in the Auckland 

market place via its Metroport network.  Further developments of inland ports, 

complemented by improvements in landside transport networks, could enhance 

competition.   

 

Given this non competitive position, there is little opportunity for Lines to leverage cost 

savings in their port charges through competitive pressures. Even with the Auckland v 

Tauranga situation there is still limited scope for price leverage given that neither port can 

handle all of the business.   

 

Q60  

There is currently no asymmetry of bargaining power between ports and shipping lines in 

conducting negotiations over rates, apart from the possibility that some influential cargo 

interests may seek to conduct separate negotiations with ports, that may thereby restrict 

the latter’s’ room to manoeuvre. 
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Q63  

The issues highlighted in the table on page 58 of the PC release paper, are both pre and 

post the sea voyage of the ship and therefore outside the control of the ICLC member 

lines. However as previously answered in Q54, shipping lines can experience delays due to 

port congestion, weather etc typically due to issues outside their direct control. 

Q64 

Container demand in the New Zealand trade is impacted by numerous issues, including  

but not limited to export and import seasonality, a high demand for refrigerated 

containers during the New Zealand export season, a demand for 20ft or 40ft equipment, 

different trade lane requirements, and origins and destinations of the containers within 

New Zealand. Typically import cargo requires general containers and is destined for the 

larger population based areas particularly Auckland, whereas much of New Zealand’s 

export cargo, including refrigerated consignments, originates in regional areas such as the 

Hawkes Bay, Taranaki and the South Island. 

Lines are required to meet the demand for the ‘revenue leg’ of the container movement 

and therefore have to meet the cost of empty container movement, where required, at 

their own cost. As the report correctly concludes this is a large expense for shipping lines.       

Q65  

The development of hub and spoke services has assisted in opening many new markets 

for New Zealand importers and exporters alike and has provided competition to the 

traditional direct markets. It is ICLC’s view that relay shipping through hub and spoke 

networks carries minimal risk. 

 

Q69 

For International trade volumes the most reliable source of data is the import and export 

customs entry (CEDO’s). Lines are of the view that accurate data as to the source and 

destination of international container traffics can be best tabled from this source.  

ICLC is currently working with MOT to improve the data collection and subsequent 

dissemination for more efficient management of infrastructure and future investment 

from our sector.  

Likewise, the Discussion Agreements can also be approached to supply and confirm 

market data such as volumes, growth and sector developments.  
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Q70 

No. Operational data is exchanged by lines in Vessel Sharing Agreements and there is no 

impediment to doing so.  

 

Q71 

The Member Lines of ICLC encourage better port productivity in New Zealand and wish to 

see this improved and benchmarked against world best practice. Whilst we believe the 

performance measures and specific components including dialogue with the individual 

operators of each port is of specific interest, the ongoing management and goal of 

optimising productivity is the responsibility of the asset manager and owner namely 

regional Government. We support Government involvement in this subject as the benefits 

of improved productivity and asset usage will flow through to the betterment of New 

Zealand’s global trade competitiveness overall.  

Q72 

The international logistics sector is well structured and prepared to continue to serve NZ’s 

best interests. Commercial viability will dictate the speed of new development. 

Q73 & Q74  

We interpret this to be questioning if there is a better way than the current model of 

market forces determining outcomes. We need to be sure that those parties advocating 

for a better way are also those parties willing to make the investments when needed.  For 

example the NZ Government has a long history of rail ownership and the track record 

suggests that they too struggle with the same investment challenges as private investors 

of other components of the supply chain.  

Q75  

This is a very broad question and lines would wish to discuss further to understand the 

intent of the question. Both the capital and operating costs of international container 

shipping are well canvassed in numerous publications and invariably these costs are 

comparative to other countries. A large contributing factor of the past decade has been 

the escalating cost influence of bunker prices. These are still at all time high levels. 

Additionally it is worth noting that regulatory demands in the areas of security, 

environmental and biological control, also substantially adds to the operating costs for the 

industry. 
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Q76 

As mentioned earlier, the ICLC, through a neutral body, is now starting to collate their 

own productivity data across New Zealand ports to identify nationwide performance 

trends. Previously individual shipping lines may have measured their own performance, 

but this data was not published or shared. The hope is that going forward a real 

comparison to other countries performance (such as via the Australian ‘Waterline’ 

publication and also covered in our response to Q8) is used to drive improvement.  

 

As all container lines that service New Zealand are overseas owned and headquartered 

abroad then New Zealand productivity performance is no doubt of real interest to them 

and no doubt benchmarked against international standards. Anything less than 

comparative performance is of significant cost to the Lines and the country. 

Q77  

Apart from compiling its own port productivity measurement, the ICLC does not compile 

any data on behalf of its members either individually or as a group with regards to other 

components of the logistics chain. Members are willing to and will endeavour to share 

data as requested.  

Q78 & Q79 

ICLC is open to engagement on New Zealand’s international shipping scene with the 

Productivity Commission and other Government agencies as well as other sectors of the 

industry. 

Industry issues such as port productivity and service improvement is a concern to the 

industry. However as the asset owner, Government needs to drive change to ensure 

productivity and therefore port charges are comparable to international standards.   

The shipping market is highly competitive and the costs of operating services to/from New 

Zealand are influenced by sea mile distance, cargo seasonality, port coverage, container 

imbalance, customer requirements, government levies and compliance. 

New Zealand does not house its own shipping line(s) and is therefore reliant upon 

overseas based companies continuing to find servicing our market commercially viable.   

The New Zealand market has an inherent uniqueness in terms of the drivers behind the 

import and export cargo flows and this is unlikely to change. 

New Zealand has a growing and successful primary product export industry and as a 

remote Island nation needs a cost effective and reliable sea transport connection with 

global markets. 
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Ports in New Zealand play a critical role in the cost and efficiency of the international 

supply chain as does internal transport infrastructure in order to move cargo quickly and 

cost effectively around the country. Lines will continue to interact independently with all 

service providers in the transport chain in order to inform them of their performance 

compared to international best practice. 

 

Environmental regulations that recognise carriers’ initiatives to improve environmental 

performance and incentivise further initiatives; fees and levies to be assessed on the basis 

of costs incurred and benefits accrued.          

Just as New Zealand’s shipping operates efficiently in a framework that denies collusion, 

abuse of market power and anti-competitive behaviour, the International Lines need to be 

certain that the customer base with whom we engage, are likewise regulated. 
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Conclusions 
 

While the European Union may have repealed anti trust legislation in 2008, but retaining 

an exemption for consortia, it must be noted that Singapore and Japan have recently 

decided to maintain their existing legislation providing exemption to their competition 

laws for the international shipping sector. It is likewise understood that there is no current 

moves in the United States to remove existing exemptions.  

 

It is also true that the majority of New Zealand’s major trading partners also operate with 

exemptions, if required under anti-trust legislation, for the operation of agreements if 

deemed appropriate. 

 

Professor Crawford’s advice in his paper of 2004, reiterates not only his own, but those of 

other academics, that international shipping and in turn a stable, efficient and responsive  

trading environment, is created when the appropriate legislative mechanisms are put in 

place, such as these exemptions, to competition law.   

 

Discussion Agreements are the contemporary form of the former Conferences, however 

the removal of formal tariff pricing, the fact that members actively negotiate individual 

contract arrangements with importers and exporters and operate under non binding 

conditions, allows a modern competitive and efficient model for market stability.  

 

It is ICLC ‘s contention that the international shipping sector in New Zealand is sufficiently 

covered through both the Shipping Act 1987 and the Commerce Act 1986 and should not 

be subject to more regulation.  The market place is already competitive and through 

existing operational arrangements and the strength of the shippers, a framework for an 

increasingly efficient logistic chain is in place. 

 

There have not been any investigations under the Shipping Act 1987 and we believe this 

due to the satisfaction of the market place with the both level and cost of services 

provided by the sector, and the clear preference given to individual contracting between 

parties.  

 

We support the ongoing liaison with government in addressing the issue of poor port 

productivity and working with the Port sector on this issue as well as other stake holders 

on the possible formulation of a national port plan to address the roles of all parts of the 

logistics chain in improving efficiency and managing its cost base. 

 

We also believe the Ministry of Transport is the most appropriate regulator of 

international shipping driven by its specialised knowledge of the sector here, along with 

an understanding of the legal and regulatory conditions in many of our trading partners 

overseas. 
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We look forward to hearing back from the commission following the submission period 

and answering any further queries you may have. 
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Attachments 

 

Attachment 1 - Professor James Crawford  
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Attachment 2  - APEC guidelines related to Liner Shipping 

 

 

ANNEX 1                                        

 

 
 
 

 
APEC Guidelines Related to Liner Shipping 
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APEC Guidelines Related to Liner Shipping 
 

Preamble 

APEC member economies 

Recognizing that the Common Principles to Shipping Policy provide a framework for the 

development of future maritime policy that recognize: 

• that the special character of shipping as an international activity creates a need for the 

coordination and harmonisation of shipping polices; 

• that free and fair competition is the most effective means of ensuring the provision of 

the adequate and economic maritime services required by international trade; and  

• that there is a need to maintain an equitable balance of interest between shipper and 

shipowners, bearing in mind the long term interest of consumers; 

Recognizing that Policy Item 2 of the Common Principles to Shipping Policy committed 

APEC member economies to develop a set of guidelines relating to liner shipping; 

Recognizing that global trade is dependent on scheduled liner shipping services that offer 

the widest possible geographical coverage at the highest level of efficiency; 

 

Recognizing that cooperative, non-ratemaking agreements among liner shipping carriers in 

the provision of such services enables efficiency gains that are shared by the carriers and 

their clients; 

Recognizing that the APEC Principles to Enhance Competition and Regulatory Reform that 

were endorsed by Leaders at their meeting in Auckland, New Zealand in September 1999, 

have acknowledged that exemptions and exceptions from a competition driven regulatory 

framework may be necessary and that these will be implemented in a way that minimises 

economic distortions, giving consideration to those principles; 

Recognizing that cooperative, non-ratemaking agreements among liner shipping carriers 

may contain aspects that are in conflict with a competition driven regulatory framework 

and may need an exemption from that framework if the efficiency gains from such 

agreements are to be realized; 

Recognizing that these general guidelines are non-binding and will be implemented either 

in part or in whole by each member economy voluntarily, consistent with the way APEC 

operates; 
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Recognizing that the adoption of these general guidelines needs to take account of, and 

encompass the diverse circumstances of economies in the region and the different priorities 

that arise from these circumstances; 

Recognizing that member economies will have flexibility to take into account their diverse 

circumstances in implementing this framework; and, 

 

Recalling their objectives to foster harmonization of shipping policies in the APEC region; 

 

HAVE adopted the following general guidelines as recommended practices for member 

economies to consider:  
 

Guideline 1: 

Non-ratemaking agreements between ocean carriers may continue to be permitted as a 

positive form of supplier collaboration for efficiency-enhancement within APEC member 

economies’ competition regulations. 

 

A formal exemption from the relevant provisions of general competition law may be 

provided for non-ratemaking agreements in those APEC member economies where: 

 

Either, the provisions of general competition law prohibit the efficiency-enhancing 

behaviours that are typical of non-ratemaking agreements, or 

 

The provisions of general competition law give rise to uncertainty as to whether, in a 

particular instance, these behaviours are or are not legal. 

 

Guideline 2: 

APEC member economies may collect such information for liner shipping non-ratemaking 

agreements that enjoy exemption from the application of general competition legislation as each 

economy deems appropriate for the effective oversight of the agreements. APEC member 

economies recognise the benefits of information sharing to foster effective oversight of non-

ratemaking agreements and may cooperate bilaterally or as appropriate, in a manner compatible 

with their respective laws and interests, and subject to their availability of resources.  

 

Guideline 3: 

APEC member economies may wish to consider a separation of ratemaking and non-ratemaking 

agreements in the course of their oversight process. 
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Guideline 4: 

Given the difficulty defining the relevant markets, APEC member economies do not 

subject non-ratemaking agreements to a market share test based on a pre-defined threshold 

level as a condition for a formal exemption from the relevant provisions of general 

competition law. However, APEC member economies may use a market share test when 

deciding the level of oversight to apply with respect to a particular agreement. 
 

Guideline 5: 

APEC member economies continue to allow ocean carriers to negotiate the duration of the 

non-ratemaking agreements to enable the carriers involved to achieve the commercial 

objectives of the agreements. 

 

 


