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Time has prevented me from answering all the questions I wished to.  However, the issues that I feel 

are important, and of which I have considerable knowledge, have been addressed. 

 

What has the 
Commission been 
asked to do? 

  

Q1 Are there important issues 

that may be overlooked as a 
result of adopting an economic 
efficiency perspective for this 
inquiry?  

  

Context   

Q2 Is the framework described 

in Section 3.2 appropriate for 
this inquiry? Are there any 
important issues that might be 
missed? 

Yes, it is appropriate.  Note though, that the "simplified" logistics 
chain (or channel) shown in Fig 1 in Section 3.1 is an over 
simplification.  For trade to take place, in addition to the physical 
logistics channel shown, there are two parallel chains; the direct 
channel and the indirect channel.  The direct channel is the 
actual trade transaction, which sets up the need for the logistics 
and indirect channels.  The indirect channel is mostly 
intermediaries actions to facilitate both the direct and logistics 
channels.  These have quite an impact on the efficiency of the 
physical chain.  For example, if the documentary requirements 
of the indirect channel cannot keep up with the physical chain, 
which can happen especially with air transport, then the 
documentary chain is the cause of delay and hence inefficiency.  
Likewise, if documents hold up payments, then physical 
handover of goods can be delayed, causing inefficiency and 
losses to the overall principals, the parties to the direct trade 
channel.  These aspects of the trade and their effect on the 
logistics chain do not seem to be adequately covered. 

Q3 Which components and 

component interfaces warrant 
greater attention?  

The components that warrant the greatest attention are: rail, 
ports, stevedoring.  The interfaces that need most attention is 
the ports/ stevedoring and ports shipping interface.   



What is the evidence that they 
are inefficient? 

Rail exists because of its subsidies.  On the other hand, if rail 
ceased, the road network would need to be increased in 
capacity, which might bring rail (unsubsidised) back into the 
equation.  The fact that rail cannot exist without its subsidies is 
evidence that it is inefficient.  Ports operate as the facility 
owners, and as the users of the facilities, in their role as 
stevedores.  This is unusual in world terms.  As a result, there is 
no direct intra-port competition for cargo-handling services, at 
least in container terminals.  This is evidence that there is 
inefficiency within ports. 

What contribution could changes 
make to an improvement in the 
overall efficiency of the freight 
system? 

Improvement in the efficiency of land transport to/from port 
hinterlands would reduce the cost of the transport chain, and 
better ration investments, eg roads instead of rail.  Similarly, 
cost reductions and rational investment through competitive 
pressures at ports would do likewise. 

Q4 What environmental 

considerations should fall within 
the scope of this inquiry? What 
issues are of particular 
importance?  

  

Efficiency of individual 
components 

  

Q5 To what extent is there 

effective competition for 
customers between New 
Zealand ports? Has this led to 
lower prices and incentives for 
productivity improvements? 

There is reasonable competition between ports.  For example, 
where Auckland and Tauranga compete for the same hinterland, 
their prices reflect the competition.  Similarly, where there is an 
option for a southern port to retain a direct call, or lose it to say, 
rail and a northern port, the southern ports charges reflect this 
competition.  But where a cargo's nature or origin/destination 
dictates that only one port is the choice, the lack of intra-port 
competition in cargo-handling services, especially for containers, 
results in high prices, and probably high costs as a result of lack 
of need to seek efficiency. 



Q6 What are the most 

appropriate and reliable data 
available to measure port 
performance and productivity in 
container handling? 

The most expensive items in a port are the berths and the 
storage land and facilities.  Port performance measures 
therefore need to measure the use of these.  The internationally 
recognised measures are:  for berths, the berth occupancy; and 
for storage (the container yard), the yard utilisation.  Berth 
occupancy is predominantly a function of the throughput, the 
number of berths and the ship handling rate (not the crane rate 
alone, but the whole ship rate).  The ship rate is a function of the 
number of cranes, and the crane rate.  So on a day-to- day basis, 
the crane rate is important to monitor.  But over a period of 
time, say quarterly, the occupancy and its components need to 
be monitored.  Decisions to expand the capacity should be based 
on optimising the occupancy, through consideration of crane 
numbers, berth numbers and expected throughputs.  Container 
yard utilisation is predominantly a function of throughput and 
dwell time.  Thus, dwell time should be monitored, and 
minimised before investing in extra capacity.  A 
medium/longterm parameter is the stack density.  A more dense 
stacking method can be preferable to an increase in yard area 
(up to a point, after which efficiency of the stack is 
compromised). 

Q7 What are the most 

appropriate and reliable data 
available to measure port 
efficiency and productivity in 
handling bulk cargo? 

Bulk cargo port efficiency is very similar to the above answer to 
Q6.  Berth occupancy is paramount, which is dictated by the rate 
at which ships can be discharged or loaded.  The ship handling 
rate is a function of the loading or discharging equipment's 
productivity, but it also depends on factors such as stoppages, 
hatch changing, cleaning out holds, and draft surveys.  The 
overall tonnes handled per hour alongside is the best berth 
performance indicator.  For storage, the same principals that 
apply to containers apply to bulk; throughput and dwell time.  
Monitoring dwell time or its inverse, turnover is the key. 

Q8 Which overseas ports are 

appropriate comparators for 
New Zealand port performance? 
On what basis should this 
selection be made? 

Selection of comparator ports should be based on similarity of 
throughput.   



Q9 Did port productivity improve 

during the 1990s? What were 
the drivers of those 
improvements? 

There was massive improvement in port productivity during the 
1990s.  The main driver was the change in working hours from 
12 hrs a day/ 5.5 days a week to 24/7, a 2.5 -fold increase.  A 
secondary driver was the change in employment practices, as a 
result of increased flexibility in labour employment.  This 
resulted in reductions in manpower per unit of cargo handled, 
and reductions in the cost per person. 

Q10 Did the rate of productivity 

improvements flatten during the 
2000s? Why? What might 
reinvigorate performance 
improvement?   

Yes, the rate of productivity improvement flattened.  As the 
massive step change in work hours and employment conditions 
worked their way into the system, the rate of improvement 
flattened out.  Once a decade had passed, the 'free' port 
capacity in the form of excessive berth capacity was slowly used 
up.  A failure to recognise that this was occurring resulted in a 
too slow response, causing some bottlenecks and congestion.  
This has now, 10 years further on again, largely been addressed, 
although ongoing and continuous planned expansion is a 
necessity.  The best way to re-invigorate performance 
improvement would be to enable competition within ports so 
that commercial pressures cause operators to get the best out of 
the assets.  

Q11 What is the most 

appropriate way to measure port 
profitability? What is an 
appropriate rate of return on 
assets and equity?  

Treat the port entities as commercial entities, and allow them to 
compete for capital in the equity and loan markets on a 
commercial basis.  The overall capital market will have an 
expectation of a rate of return that is commensurate with the 
market's perception of the risk involved.  This is no more or no 
less than we do for all our private sector activities, and it works 
fine.  Ports would be no exception. 



Q12 Is there evidence of a 

systemic problem of low port 
profitability? Or conversely, 
excessive profitability?  

Excessive profitability doesn't seem to exist.  If any of the port 
companies that are on the stock exchange were enjoying 
excessive profits, it would show up in their share prices.  The 
larger port companies that are in local authority control, 
Auckland, Napier, Wellington, Nelson, Timaru and Otago, all 
have nearby ports that compete for their hinterland cargo, 
especially containers.  This seems to keep prices and profits to a 
reasonable level.  For the same reason, there is no real evidence 
of low port profitability.  Some ports perform better than 
adjacent competing ports, but this is the result of (marginally) 
better governance and management.  The less efficient port is 
not in what you would call a "low profit" zone, and can remedy 
things by improving governance and management.  Those with 
private sector shareholders have been more proactive in this 
respect, with timely changes, and resulting good results.  Also, 
ships pass through the ports and cargo is not unduly held up.  
The level of investment is adequate (but see answer to Q 13), 
and most ports have published their future develop plans, so are 
cognisant of the requirement to grow.  So, overall, no systemic 
problem. 

Q13 What levels of investment 

have ports undertaken in recent 
years? Are they consistent with 
accessible and efficient services 
to exporters and importers? Is 
there an over- or under-
investment problem in ports?  

There are no major problems with the throughput of cargo 
,which suggests that the level of investment is at least 
satisfactory.  This could also be a result of over-investment.  
However, the two major container ports, Tauranga and Auckland 
have recently either completed needed expansion, or have 
announced forthcoming expansion.  Tauranga's is timely.  
Auckland's was a little late, but not so much that it disrupted 
trade. 



Q14 Does New Zealand have 

too many ports for a small 
country? If so, what barriers are 
inhibiting rationalisation?  

No, New Zealand does NOT have too many ports.  If anything, 
there are not enough.  There is a very strong case for another 
container port in the northern North Island, based say on the 
Manukau harbour, close to the importing hinterland of southern 
Auckland and the exporting hinterland of the Waikato.  With 
regard to the bulk sector, one of New Zealand's biggest 
exporting industries is forestry.  Logs in particular, cannot 
withstand the cost of long distance road haulage.  Ports for log 
vessels would best be built close to forests, rather than spending 
the same amounts of capex on expansion of existing ports too 
far away from the forests.  Gisborne is a prime example; a port 
further north close to the East Coast forests would be more 
economic than expansion of Gisborne. 

Q15 Has local-authority 

ownership of majority stakes in 
New Zealand’s commercial ports 
inhibited, enhanced or been 
neutral for the development of a 
more efficient and productive 
port sector?  

As an overall generalisation, local-authority ownership of ports 
has inhibited the development  of a more efficient and 
productive port sector.  This results from the inertia in 
decisionmaking inherent in public sector entities.  However, over 
the two decades of such ownership, only Auckland has shown 
tendencies to deviate from the Port Companies Act and its 
requirement to 'operate as a successful business' by stripping 
out cash when surpluses were available; an act that it seems 
Auckland Regional Holdings now regrets, judging by its 2009 
report cited in your document.  Other ports have not been so 
non-businesslike in their activities, but maybe a bit slow from 
time to time to make needed decisions.  



Q16 What changes in 

governance, regulations or 
ownership would offer the best 
means to improve port 
performance for exporters and 
importers?  

Its hard to think of which if any existing regulations inhibit port 
performance, so perhaps none need to be modified or removed.  
The RMA does inhibit expansion, but this applies generally 
within NZ, and not just to ports.  The problems with the RMA 
and its processes have been addressed elsewhere, and hopefully 
the changes will remove its impediments, leaving it to regulate 
its originally intended purpose.  Ports in public ownership would 
benefit from a change to or increase in private ownership.  This 
would occur in two ways; governance would improve through 
the introduction of business people into boards thus diluting the 
political appointments, and investment capital would potentially 
be more available through those new investors.  

Q17 How much variation in the 

efficiency and productivity 
performance of ports is 
explained by the way that within-
port activities are organised? Do 
‘contracting out’ and ‘landlord’ 
models offer a way to increase 
competition for the benefit of 
exporters and importers?  

There is a mis-conception that the NZ model for ports, especially 
the container terminals, is normal. Even in your document you 
say that Tauranga allowing competing stevedoring firms is 
"somewhat unusual"  although you do condition this with the 
word's "in New Zealand".  It is important to note and realise that 
New Zealand is almost alone in having port authorities also 
provide container stevedoring services.  The only major port that 
also did this that I know of  was Singapore, although for the past 
10 years there have been competing terminals there.  Singapore.  
All other major containerports also have competing terminals; 
Rotterdam, Hong Kong, US and Canadian ports, Australian Ports, 
other European ports, Japanese ports, Chinese ports.  As a 
result, as your data in your document illustrates, these major 
ports tend to have very efficient terminals.   



Q17 continued Auckland is all set up to be able to replicate the world-wide 
norm; Bledisloe and Ferguson terminals are physically separate 
and could easily be placed under commercially separate, 
competing entities.  Tauranga used to have competing 
stevedores in its terminal, but doesn't now, contrary to the 
implication in your document.  Its interesting to note that when 
Port of Tauranga took over all of the terminal stevedoring 
services, the price immediately rose, ostensibly because of the 
cost of the management system implemented.  However, the 
point of capital investment in anything, be it technology or 
infrastructure, is to increase the efficiency and thus reduce the 
cost (and under competition, the price).  Something went awry 
at Tauranga.   ‘Contracting out’ and ‘landlord’ models definitely 
offer a way to increase competition for the benefit of exporters 
and importers. 

Q18 To what extent do inflexible 

labour practices and difficulties 
in employer union relationships 
remain an obstacle to lifting 
efficiency and productivity at 
New Zealand ports?  

I'm not sure.  But it seems from observations (ie, without being 
directly involved) that labour relations are not a problem these 
days. 

Q19 From the perspective of 

New Zealand importers and 
exporters, to what extent is the 
international shipping industry 
competitive?  

It is reasonably so.  We should be careful of cartels, either 
'sanctioned' (ie legal) or 'unsanctioned' (ie contravening the 
Commerce Act).  The choice for importers and exporters is not 
as high as the 6 lines quoted suggests.  Most routes are limited 
to 2 or 3 services only, with competing lines co-operating with 
slot-shares on each others ships.  The only competition within a 
joint service is therefore on price and customer service; the 
operational service level, frequency, schedule integrity, capacity 
etc, is identical on a particular service.  However, 2 or 3 joint 
services competing is better than just one providing a service; a 
threat if conferences were to return. 



Q20 To what extent have 

collaboration agreements 
between international sea 
carriers been helpful or harmful 
to the interests of New Zealand 
importers and exporters?  

See answer to Q19 above.  Collaboration agreements reduce the 
potential for competition, but, in the past at least, without them, 
service levels of single-carrier services may have been poorer, 
either through reduced frequency or smaller ships (thus losing 
economies of scale) or both.  However, New Zealand's container 
trade has grown, doubling over the last decade, and there are 
now, in the second decade of this century, sufficient large 
shipping-line companies to be able to attract them on their own 
into services.  Maersk is the best example, being predominantly 
a single-carrier service operator on most trades worldwide. 

Q21 What is the basis for the 

different regulatory treatment of 
imports and exports under the 
Commerce Act and Shipping 
Act? Is this differential treatment 
justified?  

  

Q22 Have any actions 

(foreshadowed or actual) been 
undertaken under the Shipping 
Act 1987? Does the Act deter 
unfair practices?  

  

Q23 Would the Commerce 

Commission be better placed 
than the Minister of Transport to 
oversee the regulation of 
international shipping services?  

  

Q24 To what extent do the 

current regulatory and 
competition regimes that affect 
international sea freight 
transport services work well or 
not for New Zealand exporters 
and importers?  

See comments to Q20. 

Q25 How do international 

shipping conferences permitted 
under the Shipping Act 1987 
affect the accessibility and 
efficiency of sea freight services 
available to New Zealand 
exporters and importers? How 
strong or weak is the case for 
the exemption of conferences 
from the competition provisions 
of the Commerce Act?  

See comments to Q20. 

Q26 What lessons can New 

Zealand learn from the different 
ways that competition law and 
regulators in other jurisdictions 
deal with international sea 

See comments to Q20. 



freight services?  

Q27 Are Auckland, Christchurch 

and Wellington airports subject 
to competitive pressure for the 
air-freight related services they 
provide? Do they exert market 
power to the detriment of New 
Zealand exporters and 
importers?  

  

Q28 Do current ownership and 

governance arrangements of 
New Zealand’s international 
freight airports have any 
significant positive or negative 
effects on their long-term 
efficient configuration and 
operation, with respect to the 
supply of freight services?  

  

Q29 The objective of a port 

company under the Port 
Companies Act is to ‘operate as 
a successful business’. Should 
airport companies owned by 
local authorities have the same 
single objective rather than the 
multiple objectives specified in 
the Local Government Act?  

  

Q30 What levels of investment 

have Auckland and Christchurch 
airports undertaken in 
international freight, and are 
they consistent with accessible 
and efficient services for New 
Zealand exporters and 
importers?  

  

Q31 Should the future size and 

shape of New Zealand air freight 
services be left to market forces 
and individual airport owners, or 
do lumpiness and 
interdependence (including with 
investments in connecting parts 
of the overall supply chain) call 
for a more deliberately 
coordinated approach?  

  

Q32 What are the most 

appropriate measures of airport 
performance in international air 
freight? Can you assist the 
Commission by providing data 
that compares New Zealand 
airports against others?  

  



Q33 Are there opportunities to 

introduce or increase 
competition in the provision of 
air freight-related services at 
airports? Would such 
competition lead to better 
outcomes?  

  

Q34 Is the existing and planned 

Commerce Commission 
regulation of airports sufficient to 
restrain monopoly pricing and 
induce an efficient level of 
investment? If not, what should 
change?  

  

Q35 To what extent is the 

international air freight industry 
competitive?  

  

Q36 Are there specific air 

freight routes to or from New 
Zealand with low levels of 
competition? Is there evidence 
of overpricing or poor service 
levels on these routes?  

  

Q37 How do bilateral air 

services agreements affect the 
accessibility and efficiency of air 
freight services available to New 
Zealand exporters and 
importers?  

  

Q38 What explanations exist for 

the different treatment of 
international air freight in the 
Civil Aviation Act compared with 
the normal competition 
requirements of the Commerce 
Act? Do the objectives of the 
current regulatory treatment 
continue to be justified?  

  

Q39 Should the regulatory 

functions in Part 9 of the Civil 
Aviation Act be the responsibility 
of the Commerce Commission 
rather than the Minister of 
Transport?  

  

Q40 Does the Cargo Agents’ 

Commission Regime perform an 
active and useful function in 
international air freight services? 
Who does it benefit? Is the 
exemption from the Commerce 
Act required to achieve that 
function?  

  

Q41 Has S.90 of the Civil 

Aviation Act been used in 
practice? What are the 
arguments for retention of the 
ability of the Minister to issue a 
tariff?  

  



Q42 To what extent are the 

current regulatory arrangements 
adequate to deal with the 
investigation and prosecution of 
collusive behaviour in 
international air freight services?  

  

Q43 Do the current regulatory 

and competition regimes that 
affect international air freight 
transport services work well, or 
not, for New Zealand exporters 
and importers?  

  

Q44 Is there a case for the 

different regulatory treatment of 
air freight services vs. sea 
freight services?  

  

Q45 What lessons can New 

Zealand learn from the different 
ways that competition law and 
regulators in other countries deal 
with international air freight 
services?  

  

Q46 What are the typical 

customs and biosecurity costs 
faced by exporters and 
importers? How are those costs 
broken down? Is there scope to 
reduce them?  

  

Q47 Do New Zealand’s 

customs and biosecurity 
systems deliver the required 
outcomes efficiently? What 
initiatives might improve 
efficiency and effectiveness?  

  

Q48 Does the World Bank’s 

analysis fit with the experience 
of importers and exporters? 
What opportunities are there to 
eliminate and/or streamline 
documents? Would this make a 
material difference in the total 
cost or speed of the logistics 
chain?  

  

Q49 Are there any measures 

that New Zealand could 
undertake to reduce the 
security-related costs imposed 
on exporters and importers?  

  

Q50 What transaction costs are 

associated with import tariffs? 
Are there administrative or other 
changes that could improve the 
efficiency of tariff collection?  

  



Q51 What changes in domestic 

transport institutions, policies 
and regulations might lead to the 
greatest improvements in the 
economic efficiency of the 
international logistics chain?  

Well, it seems to be obvious, almost ridiculously simple.  
Remove the subsidies from rail and road.  Prices will then adjust, 
and the demand for services will re-allocate accordingly.  We 
would end up with a proper allocation of investment resources 
across all modes.  The subsidies accorded rail and road do not 
make sense.  Subsidies should be aimed at specific beneficiaries, 
not at the whole population.  There is a whole discussion that 
can be had on this issue, but put simply, the policies of 
subsidising transport in New Zealand are misdirected, and 
should be removed. 

Q52 How competitive is the 

freight forwarding industry that 
serves New Zealand exporters 
and importers? Do the recent 
Commerce Commission 
investigations of a number of 
firms indicate that there are 
systemic problems, or that the 
regulatory and competition 
regime is working well?  

  

Efficiency of interfaces 
between components  

  

Q53 What are the costs of 

transit time to importers and 
exporters?  

  

Q54 What sources of delay 

contribute to transit time? How 
might those delays be efficiently 
reduced?  

  

Q55 Are there potential 

efficiency gains from vertical 
integration in New Zealand’s 
international sea freight 
services? What are the 
disadvantages? What might 
need to change in order to allow 
or encourage greater vertical 
integration?  

  

Q56 Are there potential 

efficiency gains from the vertical 
unbundling of specific 
components or activities in New 
Zealand’s international sea 
freight services? What are the 
disadvantages?  

  



Q57 Should decisions on 

investments in ports and in the 
associated infrastructure links to 
ports be left to the judgements of 
the individual suppliers of the 
separate components? Or would 
some sort of overall strategic 
plan provide useful guidance 
and some assurance that 
complementary investments will 
happen?  

We in New Zealand are a bit beyond needing some overall 
strategic plan to tell us what infrastructure we should or should 
not have.  That is the solution applied to small, developing 
countries which don't have the knowledge base, experience and 
expertise to run their own countries.  Although small in 
comparison to Australia, USA and European countries, New 
Zealnd does have both the expertise and commercial institutions 
capable of making investment decisions, especially in a 
competitive market. 

Q58 What is the scope for 

greater consolidation of ports, 
greater vertical integration of 
ports with domestic transport 
operators, or more use of long-
term agreements between 
shippers and port companies, as 
possible means to overcome 
coordination problems and 
achieve more efficient 
international supply chains?  

  

Q59 Are there barriers to the 

negotiation of efficient 
agreements between ports and 
shipping lines?  

  

Q60 Is there an asymmetry of 

bargaining power between ports 
and shipping lines? If so, what is 
the impact of this asymmetry? 
Are there any regulatory 
measures that might reduce the 
asymmetry?  

  

Q61 Are the time costs 

associated with international air 
freight incorporated into current 
road infrastructure planning? To 
what extent should they be?  

  

Q62 Do domestic air links work 

as an effective feeder for 
international air freight services? 
What could be improved?  

  

Efficiency of the 
logistics chain  

  

Q63 Where in the logistics 

chain are time delays occurring, 
and how might they be 
addressed?  

  

Q64 Does the imbalance of 

container use create significant 
costs? What practical measures 
might efficiently reduce these 
costs?  

  



Q65 What are the potential 

benefits and risks for New 
Zealand from a move to hub-
and-spoke configurations for 
international shipping? Are there 
actions New Zealand can take to 
increase the likelihood of 
benefits or to manage the risks?  

  

Q66 To what extent do formal 

and informal alliances between 
airlines improve or detract from 
the efficiency of international air 
freight services? Are there 
opportunities to improve 
outcomes?  

  

Q67 What measures might 

improve the overall system 
efficiency of the logistics chain 
for international air freight?  

  

Q68 Are import and export 

opportunities excluded or 
constrained by the lack of 
access to international freight 
transport services? Are there 
changes in institutions, policies 
or regulations that could lead to 
better outcomes?  

  

Q69 Is there scope for 

increased sharing of operational 
data between transport firms to 
achieve improved coordination 
and efficiency? How might this 
be achieved?  

  

Q70 Do the restrictive trade 

practices provisions of the 
Commerce Act deter the efficient 
sharing of operational data?  

  

Q71 Is there a role for 

government to require the 
disclosure of performance 
measures in specific 
components, and to collate and 
publish that data?  

  

Q72 Given likely future trends in 

trading patterns and transport 
technology, will the reliability, 
speed and efficiency of 
international logistics services 
be adequate for New Zealand’s 
interests? If not, what can be 
done to leverage opportunities 
and mitigate risks?  

  

Q73 What is the best way to 

achieve efficient decisions and 
coordination for the large, lumpy 
and interdependent investments 
that typically occur along 
international freight supply 

  



chains?  

Q74 What factors would favour 

the choice of decentralised vs. 
centralised strategic planning?  

  

Q75 What costs exist in the 

various components of the 
international freight transport 
supply chain and how have they 
been changing over time? How 
do these figures compare with 
those for other relevant 
comparator countries?  

  

Q76 What productivity levels 

exist in the various components 
of the international freight 
transport supply chain and how 
have they been changing over 
time? How do these figures 
compare with those for other 
relevant comparator countries?  

  

Q77 Are you able to contribute 

data that would assist the 
Commission?  

  

Next steps    

Q78 Has this issues paper 

covered the key issues? What 
other  

  

Questions need to be asked?    

Q79 What are the most 

important issues for the 
Commission to focus on to 
achieve the greatest 
improvements in the efficiency 
and productivity of New 
Zealand’s international freight 
transport services?. 

  

 

 


