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Pacifica Shipping, a New Zealand owned and operated coastal shipping 
operator, submits the following answers, comments and recommendations to 
specific questions posed by the Commission’s discussion document. 
 
The company would welcome the opportunity to address the relevant issues 
in more detail at the invitation of the Commission at any future time. (See 
contact information on end page.) 
 
 
 
Q3 Which components and component interfaces warrant greater 

attention? What is the evidence that they are inefficient? What 
contribution could changes make to an improvement in the overall 
efficiency of the freight system? 

 
CARGO TRANSHIPMENTS 
The inquiry warrants specific attention into the efficiency of freight transhipped 
within New Zealand to and from ports serviced by international shipping lines. 
By definition, these transhipments are import or export cargo having a 
domestic source and destination. They are increasingly being carried by New 
Zealand transport operators, often on behalf of international lines. 
Transhipment cargoes, therefore, should be treated as a logical extension of 
international shipping services. Such treatment is important because 
significant growth is projected for volumes of transhipped cargo in the next 
decade or so under the emergence of larger hubbing ports. 
Just this month the Port of Tauranga reported that tonnage of transhipment 
cargo through its wharves rose by 46% in the past year, while the number of 
transhipped containers rose by 52%. These are very substantial increases 
and proof that a cargo hubbing trend for the country is accelerating rapidly.    
In fact, Rockpoint’s 2009 Coastal Shipping and Modal Freight Choice study 
(P.186) forecast that under a four-ports hubbing scenario (Auckland, 
Tauranga, Lyttelton and Otago) total TEU transhipments would rise from 
256,000 (or 13% of all TEUs) to 638,000 (or 27% of all TEUs) per annum.  
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Under a more extreme two-ports hubbing scenario (one North Island, one 
South Island), Rockpoint forecast total transhipments increasing to over one 
million TEUs comprising 50% of all domestic container movements. 
In the two years since these projections were made, the trend towards less 
frequent, larger international vessels calling at fewer ports has continued to 
occur. For the same period Pacifica Shipping has experienced a nearly 50% 
growth in numbers of TEUs transhipped for international lines on its domestic 
coastal services and particularly on direct routes between North and South 
Island ports. 
What this trend signifies is a growing need to adopt container movement 
services that will handle cargo for transhipment most efficiently. Serious 
consideration should be given to determining what sort of freight system will 
deliver the best results in terms of economic efficiency, environmental impacts 
and social acceptability. 
This requirement has added significance, given the rapid recent rise in TEU 
transhipment numbers has also to be factored in to a doubling of total 
domestic cargo volumes predicted by transport planners in the next 25 years. 
It is on this basis, therefore, that Pacifica Shipping urges the Productivity 
Commission to examine New Zealand’s existing cargo transhipment capacity 
and capability, especially with an eye to the future, from the current choices 
available. These are:- 

1. Coastal vessels carrying containerised general freight, of which there 
are two operating outside of Cook Strait; 

2. Rail freight, which links most of the major ports intra-island by land and 
inter-island by two rail ferries on Cook Strait; 

3. Road transport connected nationally by highways and inter-island via 
Cook Strait ferry services. 

There are distinct advantages and disadvantages applicable to each of these 
transhipment modes, summarised as follows:- 
Coastal Shipping 
Benefits Most cost efficient, requiring virtually no new investment as 

supporting infrastructure is already in place and paid for by 
port charges on shipping operators; 

 Chartered or owned vessels able to move high volumes of 
containers with optimal handling and carrying efficiency; 

 Minimal impact on the environment with the lowest carbon 
emissions of all modes per tonne/km of freight moved (40% 
less than rail and 85% less than road); 

 Zero impact on social communities, with potential to reduce 
road congestion in the busiest freight corridors; 

 Capacity for service upscaling with leased ships that are 
easier and less costly than road or rail (ferry) enhancements. 
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Drawbacks Currently a lack of capacity and service infrequency with only 

two vessels moving cargo on schedules between six ports 
(outside of Cook Strait); 

 Slower service times than road or premium rail service, but 
more ships would compensate in terms of added service 
frequency. 

Rail Freight 
Benefits Cost efficient for point-to-point movement of large bulk freight 

volumes on a regular basis over land; 
 Large volume frequency attainable, although limited by 

inability to carry containers more than one high, or end-to-end 
stacking; 

 Lower impact on environment than heavy trucks per tonne/km 
of freight moved and relatively minor impact on road users. 

Drawbacks Very costly to maintain rail ferries – e.g. $42.6m to add 20 
wagon spaces to Aratere and $100,000 per new flat wagon); 

 Ability to upgrade existing inter-island rail capacity is reliant 
on significant ongoing subsidies from the public; 

 Any future rail ferry investment would need huge expenditure, 
as no new vessels are available, or being built. 

Road Freight 
Benefits Door-to-door convenience and rapid transit nationwide, two to 

three times faster than rail or coastal ship; 
 Most suitable for just-in-time freight requiring overnight or 

daily delivery, albeit at a higher user cost. 
Drawbacks Far less energy efficient with a much greater carbon footprint 

than sea or rail modes per tonne/km of freight moved; 
 Very high investment costs for improving roads, bridges and 

related infrastructure to handle greater freight volumes; 
 Negative impacts on the public such as added congestion, trip 

delays, traffic accidents and community disruption. 
Given the above data, there are clear and obvious cost benefits to the New 
Zealand economy from developing coastal shipping services to cope with 
expected freight growth, particularly that of TEU transhipments. 
It is debatable why the country does not already have more containerised 
cargo moving efficiently on coastal vessels directly between ports. To a large 
degree it is the result of past and present government subsidies applied to 
road and rail transport modes, distorting competitive neutrality between land 
and sea operations. 
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If New Zealand is to capitalise on the proven efficiencies of transhipping TEUs 
over longer distances on domestic routes by sea, as has occurred in many 
other countries, its coastal sector needs urgent remedial attention from policy 
makers and transport officials.  
Pacifica believes this is an opportunity for a clear mandate to be shown by the 
Productivity Commission in its task of improving transport efficiency to assist 
the country’s international competitiveness. 
 

 
Q4 What environmental considerations should fall within the scope of this 

inquiry? What issues are of particular importance? 
 
A highly relevant consideration is the use of transport modes that are 
relatively inefficient users of energy in the form of imported diesel fuels. High 
useage of such modes to move import and export goods within the country is 
a large and unnecessary cost to New Zealand of foreign exchange dollars. It 
makes strong economic sense, therefore, to encourage and promote more 
efficient transport modes, especially coastal shipping which is the most 
efficient of all. 
The chart below gives a practical example of modal fuel efficiency, based on 
how far one tonne of freight can be moved using 15 litres of imported diesel. 
 

 
Source: EECA Data 2003  
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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? 

  
As a coastal operator primarily moving domestic product since 1985, Pacifica 
has traditionally encountered a “take it or leave it” stance with respect to most 
ports. As we are changing the way we do business and see a greater mix of 
international cargoes in our freight mix, we have seen a watering down of this 
anti-competitive attitude, mostly due to the inevitable growth of hub and spoke 
type supply lines with a few large ports and many secondary feeder ports. 
  
 
 
Q6 What are the most appropriate and reliable data available to measure 

port efficiency and productivity in container handling? 
  
Again, as a coastal operator Pacifica’s interest with respect to the business is 
and always has been work on arrival and departure at the completion of 
stevedoring operations. The statistics we are interested in therefore are gross 
hours at the berth, divided by the number of moves to get a true picture of 
efficiency and productivity under the crane. 
 
 
  
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? 

  
The local authority ownership model has certainly exposed the industry to 
parochial perspectives which have not been for the overall good of the 
industry and New Zealand’s need to build an efficient supply chain. Local 
authorities are only interested in the dividend they can get from their Port 
Company. Their insight into trends of transport would not be as perceptive as 
an industry player, be they a transport operator, ship operator or rail operator. 
  
 
 
Q16 What changes in governance, regulations or ownership would offer the 

best means to improve port performance for exporters and importers? 
  
Full or part privatisation would be an improvement on council ownership. Port 
operational efficiency is the key, although this could be achieved regardless of 
a particular ownership model. What we are sure of is that increased 
competition under the port crane will go a long way to improving productivity 
at that port. Tauranga is a good example of this type model. 
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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 may well be a good case for the port operator to take the stance of 
landlord only, such as in Australia, and leave the stevedoring to proper stand 
alone outfits who specialise in this work. International examples of this include 
Dubai Ports World, Hutchison Holdings, Patricks etcetera. 
 
 
  
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? 

  
The case for 12-hour shifts at ports is one example where there could be 
productivity gains and health and safety gains for the industry. Are the days of 
8-hour shifts well and truly over? 
 
 
  
Q23 Would the Commerce Commission be better placed than the Minister 

of Transport to oversee the regulation of international shipping 
services? 

  
Certainly the appropriate domain of international shipping is under the MoT 
umbrella. There are too many overlaps within the transport industry to risk 
Commerce Commission oversight of an industry they know little about. 
 
  
 
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? 

  
1. Scrap the ETS for NZ transport operators, or at least ensure that 

international shipping line competitors pay the same as domestic 
shipping line operators; 

2. Level the playing field for privately-owned transport operators, who 
compete against state-owned enterprises for the same freight, over the 
same sector. While the state entity receives huge taxpayer subsidies, 
the privately owned coastal shipping operator gets zero assistance. 
Neutralising this anomaly will encourage private enterprise into the 
coastal market, at minimal start-up cost as compared to rail or road.  
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Private investment will not occur unless the competitive market place is 
made more equitable for all transport modes. Currently it is an 
extremely ‘tilted’ playing field with rail paying approximately 60% of its 
actual infrastructure and imposition costs and road paying around 50%. 
By contrast coastal shipping pays 100% of its costs. 

 
 

  
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? 

  
There must be an overarching strategy and that must come from central 
Government who should be taking a far more assertive view than currently. 
Due to parochial council port ownership and a hands-off Government policy, 
by default we have a planning and policy vacuum which cannot be overcome 
easily. 
 
 
  
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? 

  
There is now an irreversible move to a hub and spoke network, gaining fast 
momentum. Emergent hub ports will compete and alliances/agreements will 
be made with second tier ports to ensure continuity of cargo flows. These may 
cascade down to line-haul operators such as coastal ships (if available) and 
rail, but it is difficult to predict in a dynamic marketplace when unrelated 
service changes are being unexpectedly announced by international lines. 
 
 
  
Q64 Does the imbalance of container use create significant costs? What 

practical measures might efficiently reduce these costs? 
  
More collaboration is needed between international lines and coastal ship 
operators to re-position empty containers to ports where they are required, 
rather than sitting idle where they not needed. With better co-ordination it 
would be possible to considerably lessen the current imbalance of containers 
around the country and reduce costs for NZ exporters and importers.  
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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? 

  
The benefits of moving to hub/spoke configurations are: 

1. No duplication at ports, such as dredging costs and capital expenditure 
for services ports have no hope of attracting; 

2. Critical mass and economy of scale at the hub ports; 
3. Surety and knowing where you are in the supply chain with respect to 

second tier ports relinquishing blue water aspirations. Investment 
decisions made can then be targeted, achievable and pertinent to the 
task at hand, rather than economically wasteful.  

The only apparent risk is that if we do not have central Government taking an 
active role, a large hub port may emerge outside of NZ and most likely in 
Australia. Nobody wants this, not exporters, transport operators, or NZ ports. 
To remove this uncertainty we should be developing a national port strategy 
driven by central Government. 
 
 
  
Q69 Is there scope for increased sharing of operational data between 

transport firms to achieve improved coordination and efficiency? How 
might this be achieved? 

  
Yes there is. The MoT’s recently announced Freight Information Gathering 
System (FIGS) is a step in the right direction. However, unless mandatory 
regulations are put into place it is highly unlikely that road and state-owned 
rail operators will willingly provide detailed data about their freight movements. 
As a coastal ship operator, Pacifica has agreed to submit its cargo statistics to 
FIGS on a commercially confidential basis. 
 
 
   
Q71 Is there a role for government to require the disclosure of performance 

measures in specific components, and to collate and publish that data? 
  
Certainly for rail that is owned by the Government there should be greater 
disclosure of its operational components, such as splitting rail ferry freight 
costs and revenue into separate truck, train and passenger components. 
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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? 

  
The government needs to show leadership, and point the pathway forward in 
this industry. Leaving it to market forces is irresponsible, and exposes our 
exporters to the prospect of an overseas hub and spoke scenario. 
 
 
  
Q77 Are you able to contribute data that would assist the Commission? 
  
We would be amenable to doing this on a specific request basis. 
 
 
 

* * * * * * * * * 
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