
NZCCI submission to Productivity Commission inquiry on International Freight Transport Services – February 2012 Page 1 
 

 
 

 
 

SUBMISSION BY THE NEW ZEALAND CHAMBERS OF COMMERCE 
ON THE PRODUCTIVITY COMMISSION INTERNATIONAL FREIGHT 
TRANSPORT SERVICES INQUIRY DRAFT REPORT  
 

SUMMARY RECOMMENDATIONS 
 
1. NZCCI makes the following recommendations and suggestions to improve New Zealand’s 

international freight transport sector performance: 
 

 Initiatives to improve our international freight system need to form part of a more 
comprehensive and bold action plan required to grow a bigger ‘economic pie’ and 
raise the prosperity of New Zealand’s business and workers and enhance 
consumers’ purchasing power. 
 

 While NZCCI agrees with the Commission that our freight sector performance is a 
factor in our poor export performance, overall we believe the root of our problems 
stem from the fact that there is no clear, widely understood economic strategy or 
action plan to grow the New Zealand economy. 

 

 NZCCI recommends the Productivity Commission’s finalised report put its proposals 
for improving NZ Inc’s international freight system into a wider context of change 
needed to strengthen the incentives for firms to seek opportunities for higher 
productivity.  We suggest there is measured urgency required to implement the 
Commission’s findings and recommendations. 
 

 A long-term, forward-looking view of efficiency needs to be taken which will support 
investment decisions in key infrastructure such as transport networks vital for 
international freight services (e.g. road, rail and air and sea port infrastructure) to be 
able to increase its capacity to meet future trade demands and improve productivity. 
 

 NZCCI notes that a number of ports, notably Tauranga, operate successfully under a 
contracted workforce model. Similarly, many other service industries operate on a 
contracted basis, including transport, telecommunication, energy and most local 
government services.  

 In Auckland, establishment of a more flexible work practice arrangement is required 
on the waterfront as soon as possible.  
 

 NZCCI strongly recommends further RMA reform, to achieve efficient and 
consistent alignment between projects of national importance and regional/ local 
initiatives 
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 NZCCI supports development of a National Policy Statement (NPS) for transport 
infrastructure, whose purpose would be to provide guidance on the supporting 
infrastructure needed for efficient and timely services to/from critical international 
ports and distribution hubs. 

 

 NZCCI notes that in the period since the preparation of the Commission’s draft 
report, Auckland Council has confirmed a transport funding gap in the order of $10-
15 billion for projects considered critical for completion by 2020. Also, a significant 
(unfunded) transport infrastructure upgrade requirement has been identified as 
essential for the rebuild of Christchurch. 

 NZCCI recommends the Commission’s finalised report explore both issues, given 
they are an impediment at the heart of initiatives needed to improve the transport 
system and the efficiency of freight transport. 

 

 NZCCI recommends an independent study that includes an outcome that 
encourages all ports to gear up to compete in areas where they are best able to 
compete, and collaborate in areas of particular expertise.  

 

 NZCCI supports the addition of wider economic benefits criteria into the economic 
evaluation manual, as administered by NZTA, and initiatives to bring the current 8% 
discount rate and 30-year appraisal period used in the assessment of transport 
projects into line with international best practice examples. 

 

  NZCCI recommends initiatives to sell down 100% local authority owned entities 
such as ports, and that where possible at least 49% shareholding should be floated 
as tradable stock for each entity. 

 
INTRODUCTION 
 
2. The New Zealand Chambers of Commerce welcomes the opportunity to make a submission 

on the Productivity Commission’s International Freight Transport Services Inquiry Draft 
Report (draft Report). 

 
3. The New Zealand Chambers of Commerce (Inc), NZCCI, is an umbrella organisation 

serving the interests of 29 Chambers of Commerce nationwide. These, in turn, represent 
more than 24,000 businesses around the country. While many of our members are in the 
SME category, our membership includes most of the largest corporations in New Zealand.  

 
4. Address for service is: 

 Michael Barnett, Chairman, Management Committee, NZ Chambers of Commerce, 
email: mbarnett@chamber.co.nz , or phone: 0275 631 150. 

 
Scope and format 
 
5.  Our comments on the draft Report focus on areas of specific interest to on-going 

operational improvement of key transport infrastructure, as well as high-level improvements 
to the efficiency of the freight logistics sector as a whole to help New Zealand increase its 
rate of economic growth and improve productivity. 

mailto:mbarnett@chamber.co.nz
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6. We note that the Commission’s proposed changes are set out in the draft Report in a series 

of numbered findings which submitters are invited to provide feedback on. Accordingly, 
within the scope described above, using the numbering system in the draft Report the focus 
of the NZCCI submission will include: 

 Employment relations at ports 

 Investment, innovation and dynamic efficiency 

 Investment coordination and planning 

 Governance and ownership 

 Regulatory issues. 

 

 
THE INTERNATIONAL FREIGHT TRANSPORT SERVICES INQUIRY 
(Chapter 1) 
 
7. The Commission’s findings include: 
 

F1.1: Despite the global economy becoming more trade-oriented over the last 20 years, the 
growth in New Zealand’s export intensity has lagged well behind that of most of its OECD 
peers. 

 

F1.2: New Zealand’s small home market and distant location pose difficult challenges. The 
costs of being economically distant from key markets - both in terms of pure transport costs 
and the opportunity costs of time - are substantial impediments to New Zealand’s ability to 
participate effectively in the global economy. 

Improving New Zealand’s international freight system will help to mitigate its geographical 
distance from markets and raise its ability to participate effectively in the global economy. A 
more efficient and effective freight system can raise the prosperity of New Zealand’s 
business and workers and enhance consumers’ purchasing power. 

 
8. NZCCI agrees that New Zealand is a unique economy, geographically distant from world 

markets and that a more efficient and effective freight system can raise the prosperity of 
New Zealand’s business and workers and enhance consumers’ purchasing power.  

 
9. At the same time, however, NZCCI believes that improving our international freight system 

needs to form part of a more comprehensive and bold action plan required to grow a bigger 
‘economic pie’ and raise the prosperity of New Zealand’s business and workers and 
enhance consumers’ purchasing power. 

 
10. While NZCCI agrees with the Commission that our freight sector performance is a factor in 

our poor export performance, overall we believe the root of our problems stem from the fact 
that there is no clear, widely understood economic strategy or action plan to grow the New 
Zealand economy. 

 
11. We have submitted elsewhere our belief that in the current uncertain global environment, it’s 

especially important for the government to have a compelling over-arching economic vision, 
strategy and supporting road map to build a bigger and more competitive economy. By 
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‘compelling’ we mean a set of goals and targets that businesses can relate to and motivate 
themselves to help deliver. 
 

 
12. What is needed is a growth roadmap that every New Zealand business can relate to and be 

empowered by to grow their business. 
 
13. As the Commission notes, exporting continues to be concentrated on commodity agriculture, 

tourism and a few businesses. Currently we have around 750 globally capable and 
competitive businesses, (less than 1% of New Zealand’s total number of businesses). 
Meanwhile many other small advanced economies are succeeding by exporting high value 
differentiated goods and services. Building a tier of global businesses to do the same is the 
only way New Zealand is going to lift overall living standards. 
 

14.  To build a stronger export mindset, NZCCI believes that the way we negotiate and sign off 
free trade agreements (FTAs) needs to place a greater focus on encouraging new players 
and sectors, rather than just making sure that a major company like Fonterra gets a good 
outcome. 

 
15. In summary, our view is that improving the international freight services sector performance 

needs to form part of an overall and radical shake up of approach and resolve to improve 
New Zealand’s export performance:  

 
16. The traditional focus of policy makers (and business) on increasing the exports of 

conventional merchandise goods needs to shift up the value added chain to high-tech, 
knowledge-based products, the export of services and the returns from outward direct 
overseas investment. 

 
17. New Zealand has many innovative and creative businesses with the potential to be 

successful global players. We believe the best way to improve New Zealand’s export 
performance to convert this potential is by establishment of an innovation-focused 
government-business partnership tasked to lead a campaign to sell more to the world.  

 
18. NZCCI recommends the Productivity Commission’s finalised report put its proposals for 

improving NZ Inc’s international freight system into a wider context of changes needed to 
strengthen the incentives for firms to seek opportunities for higher productivity.  We suggest 
there is measured urgency required to implement the Commission’s findings and 
recommendations. 

 
19. For example, with respect to improving international freight transport performance, NZCCI 

notes that: 

 The increasing emphasis on ‘just in time deliveries’ with global freight is placing an 
even greater emphasis on the need for smooth inter connectivity between transport 
modes; and, 

 While freight transport demand is growing rapidly to service the growing domestic 
economy demands (especially in the Upper North Island), we believe that freight 
demand will grow further and faster than current projections as global economies 
recover from the current down turn. 
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THE COMMISSION’S FRAMEWORK (Chapter 2) 
 

20. NZCCI notes that: 

 

F2.1The Commission views economic efficiency (broadly defined) as the key yardstick of 
performance for the international freight transport system. An efficiency approach will take 
account of harmful effects of freight transport on the environment and of other market 
failures.  

Other important influences on wellbeing are best dealt with through other channels than 
international freight transport. 

 

21. NZCCI agrees with the Commission’s focus on economic efficiency, but as indicated above 
we would like to emphasise the need to take a long term and holistic or ‘whole economy’ 
view of efficiency. It is efficiency over the overall supply chain system that matters. 

 
22. Related to this, having each component of the supply chain and each interface individually 

efficient would support marginal productivity and efficiency improvements, but is not a 
guarantee of optimal efficiency at a system level. 

 
23. We also stress that it’s important to take a long-term, forward-looking view of efficiency 

which will support investment decisions in key infrastructure such as transport networks and 
hubs vital for international freight services (e.g. road, rail and air and sea port infrastructure) 
to be able to increase its capacity and productivity in order to meet future trade demands.  

 
24. For example, NZCCI notes projections that freight demand will nearly double in the Upper 

North Island (north of Taupo) in the period to 20311  and both Ports of Auckland (POAL) and 
Port of Tauranga (POT) are anticipating average year-on-year container volume growth of in 
excess of 5%.  

 

INTERNATIONAL FREIGHT TRANSPORT – HOW IT OPERATES AND 
PERFORMS (Chapter 3) 

 

25. The Commission’s findings include that: 

 

F3.1 Since the end of the 1990s, productivity growth in New Zealand’s transport and storage 
industry has slowed considerably and does not compare well internationally.  

 

F3.2 Available indicators suggest that New Zealand’s container port performance is no less 
and possibly better than in Australia. However, within New Zealand there is notable variation 
between the ports, with Tauranga being the strongest performer.  

 

F3.6 The six port companies analysed by the Commission recorded most negative 
Economic Value Added from 2008 to 2011, although there was a trend to less negative 
figures. This suggests that the port companies have not recovered their cost of capital.  

                                                 
1 See National Freight Demands Study, September 2008. 
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26. NZCCI notes and agrees with the Commission’s overall assessment supporting initiatives to 
improve port efficiency and productivity, but is not in a position of expertise to be able to 
draw conclusions and recommendations from comparing data results of different container 
terminals. However, we note that the Commission’s findings follow from consideration of 
expert submissions in this area and accept them on that basis. 

 

27. We would like to emphasise, however, that what is important ultimately is the productivity 
and performance trend required to meet future demand. To elaborate points above: 

 The anticipated rapid increase in population and freight demand in the upper North Island 
generally means that the total forecast combined capacity of POAL and POT will be 
insufficient to meet projected demand in the future.  If an infrastructure deficit is to be 
avoided, additional capacity will need to be developed.  

  Assuming POAL is developed to its full configured capacity using the 5% compound 
annual growth rate in container volumes (the average over the last 20 years), this new 
port capacity will have to be online by about 2030. 

 The port needs of the South Island (at Lyttleton especially) in respect of the Christchurch 
rebuild and intensification of dairying may require assessment; and, 

 Associated with a potential improved export performance in the period ahead, a more 
focused planning system on the overall transport infrastructure network required to 
efficiently access export ports seems required. 

 
28. We elaborate these points below and discuss the implications of the Commission’s finding 

(F3.6) that NZ Inc ports are not recovering their cost of capital. 

 
FREIGHT TRANSPORT COSTS (Chapter 4) 
 

29. NZCCI notes the Commission’s findings include that: 

 

F4.1 Ad valorem sea freight costs (the freight costs faced by New Zealand importers and 
exporters as a percentage of shipment value) have been decreasing over the last two 
decades even after accounting for such factors as changes in trade composition. This 
suggests that cost-reducing efficiency and technology improvements have not been 
outweighed by factors such as fuel price increases.  

 

F4.3 Ad valorem sea freight costs are higher in New Zealand than in Australia (even after 
accounting for compositional factors). However, in both countries sea freight costs exhibit a 
similar decreasing trend over the past two decades. 

 

F4.5 The onshore components of New Zealand’s freight costs compare favourably with 
Australia and other OECD countries. 

 
F4.7 The number of days taken to complete New Zealand’s export and import requirements 
compares well with other countries, but is behind international best practice.  
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F4.8 While New Zealand is performing reasonably well in areas such as customs 
procedures and documentation requirements, there may still be scope for improvement in 
these areas. In addition, continuing to work with trading partners to improve facilitation could 
reduce transit times.  

 
30. NZCCI accepts that, reflecting submissions to the Commission, the above findings are likely 

correct. However the background as to why there is a difference with Australia and other 
OECD countries probably reflects factors such as market size and competition. For 
example, Australia’s major city ports service markets up to three times larger than Auckland. 
With more competition this dynamic alone will drive a difference in sea freight costs. 

 
31. Other factors need to be fully researched but could include port size, accessibility and 

proximity to customers. Auckland is unique among international ports in enjoying a location 
within the central business district with an origin-destination for around two-thirds of cargo 
within 40km of the port, and which possibly contributes to a lower cost structure compared to 
ports elsewhere. 
 

32. We are advised that reflecting global trends sea freight costs have been reducing primarily 
due to competition, larger vessels, and formation of vessel sharing arrangements whereby 
many Lines are offering services on the same ship. Cost reducing efficiency and technology 
has merely enabled suppliers (Lines) to retain margin, albeit at a diminishing rate. 

 
IMPEDIMENTS TO COMPETITION IN INTERNATIONAL FREIGHT 
(Chapter 5) 
 

F5.1 Episodes of significant truck queuing at Auckland Airport suggest poor coordination, 
leading to low operational efficiency.  There is scope for market participants to address this 
issue, through coordination mechanisms such as a slot booking system with variable 
charges.  

 
33. The Commission notes in its draft Report (p.73) that the vehicle booking system booking 

system (VBS) operating at Ports of Auckland requiring trucks to book slots in advance of 
picking up and dropping off containers encourages off-peak truck travel, with the aim of 
smoothing the workflow at the port to avoid bottlenecks at peak traffic times.  

 
34. NZCCI supports the Commission’s suggestion that other ports consider introducing a slot 

booking system. In support, we note projections that the freight task will double in the period 
to 2030, with most of this increase due to occur by road. As pressure on constrained 
infrastructure increases, a VBS has potential to support freight coordination, maximise 
freight’s productivity, and to minimise its congestive potential and environmental impact.  
 
 

EMPLOYMENT RELATIONS AT PORTS (Chapter 6) 
 
35. NZCCI notes the Commission’s conclusions on employment relations on ports as follows: 

 

F6.1 The demand for port services is highly variable, driven by the arrival of ships for loading 
and unloading. Ports face a challenge in managing their capacity to meet those variable 
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demands for service. Those challenges relate to both optimising investment in capital 
equipment that may be idle for extended periods between ships, and managing access to 
labour to meet variable workloads. 

 

F6.2 By and large, collective agreements and individual employment agreements do not 
codify restrictive work practices.  

There are several possible reasons as to why restrictive practices may remain, including 
weak governance arrangements for ports and unions; entrenched cultures; and significant 
negotiation leverage of organised labour arising from a number of factors, including common 
law support for ‘customary arrangements’ that makes changing work practices more difficult. 

 

F6.3 There is evidence to suggest that unions have used their influence to limit competition 
among port service providers.  

 

F6.4 Impediments to competition in the provision of port services can reduce the efficiency 
and long-term viability of New Zealand ports and undermine broader competition policies 
and legislation. 

 

F6.5 While subject to further work and discussion with interested parties, there may be 
scope to remove impediments to improved workplace relationships through improving the 
governance frameworks applying to ports and unions. 

 

R6.1 The Government should review whether existing legislation is sufficient to effectively 
regulate barriers to competition that arise as a result of union activity 

 
36. NZCCI agrees with the above findings and notes that the Commission received many 

submissions claiming that work practices on the waterfront have not kept pace with the 
changing nature of the tasks carried out, and that this is impeding further productivity 
improvements. 

 
37. We agree - negotiation leverage, entrenched cultures, and ‘customary arrangement’ legal 

risk are the prime reasons why restrictive work practices remain today. Productivity 
improvements will come from new technologies, better processes and smarter working 
practices. In respect of the latter, significant changes to work practices at some sites are 
required, with greater flexibility for management to operate efficiently and in a way that 
meets the needs of its customers now and into the future. 

 
38. In particular, NZCCI member, the Auckland Chamber of Commerce, has stated elsewhere 

that the efficiency of the sector has been and continues to be threatened and put at risk by 
the uncertainty generated by the current dispute at Ports of Auckland. We agree with the 
Commission that the demand for port services is highly variable, driven by the arrival of 
ships for loading and unloading. Flexible work practices are therefore required and critical to 
efficient customer-focused performance.  

 
39. In respect of the Commission’s request for feedback on whether a wholesale change to the 

current employment relations framework on the waterfront to do away with collective 
arrangements in favour of a more flexible, contracting-based model, NZCCI notes that many 
other ports, notably Tauranga, operate successfully under a flexible workforce model. 
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Similarly, many other service industries operate on a contracted basis, including transport, 
telecommunication, energy and most local government services.  

 

CUSTOMS, SECURITY AND BIOSECURITY (Chapter 7) 
 

40. The Commission concludes that: 

F7.1 The complete elimination of border risk is neither feasible nor efficient. Rather an 
optimal balance between costs and benefits needs to be struck.  

 

F7.2 On the basis of submissions to the inquiry, the Commission believes the current level 
of risk tolerance reflected in the activities of New Zealand’s border agencies is in line with 
the expectations and preferences of stakeholders. As such, the Commission does not 
believe that the level of border risk management is acting as a barrier to the efficiency of the 
international freight logistics chain.  

 

F7.3 A risk-based approach is a sound framework for allocating the resources of New 
Zealand’s border agencies. 

 

F7.4 While the second phase of the Joint Border Management System project will largely 
address coordination issues between the Ministry of Agriculture and Forestry and the New 
Zealand Customs Services, the introduction of this system is several years away.  

 
F7.5 While the Commission has not been able to locate quantitative evaluations of the net 
economic benefits of Mutual Recognition Agreements, qualitative evidence suggests that 
such programmes improve the efficiency of the international freight logistics chain.  

 

R7.1 Border agencies should continue to enhance their performance measures and 
performance review procedures in order to improve the transparency of agencies’ 
performance and increase management accountability.  

 
41. NZCCI notes and generally agrees with the Commission’s findings in respect of customs, 

security and biosecurity (F7.1-F7.5). Overall, we assess that the level of border risk 
management is of a high professional standard and does not act as a barrier to the 
efficiency of the international freight logistics chain as far as international (cross-border) 
ports are concerned.   
 

42. However, as the Commission notes, there are opportunities for improvement; e.g. better 
electronic integration between agencies and ensuring procedures and timelines for 
processing air cargo are the same as those applying to sea cargo.   
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INVESTMENT, INNOVATION AND DYNAMIC EFFICIENCY (Chapter 8) 

 

43. The Commission concludes that: 

F8.5 Other than the possible effect of heavy vehicle regulations on the uptake of higher 
productivity vehicles (discussed in Chapter 13), there do not appear to be any impediments 
to investment and innovation in road freight.  

 
44. NZCCI is advised that contrary to the Commission’s finding there are a number of significant 

impediments associated with the uptake of Higher Productivity Motor Vehicles (HPMV), 
mainly related to the large improvement costs required to cater for HPMV.  They include: 

 Coordination problems between different agencies; 

  Incentive alignment problems within local government; 

 Inadequate infrastructure, mainly bridge capacity; 

 Difficulties in obtaining an assessment of whether the infrastructure requires 

upgrading; and, 

 The time and costs required to improve infrastructure where warranted. 

 
45. These truck and trailer units can weigh up to 62 tonnes, and only limited sections of the 

state highways and strategic freight network have been certified to full HPMV standards, 
with most of the infrastructure bottlenecks being bridges that are not rated for the full load. 

 
46. NZCCI recommends that because of limited funding in the National Land Transport Fund, it 

is appropriate for an inter-agency coordinated strategy to determine the costs and benefits 
of particular HPMV routes and the extent to which HPMV users are paying their fair share in 
terms of specific and general transport improvements. 

 
47. We note that additional costs (such as maintenance of state highways and local roads) will 

be required to be borne by the New Zealand Transport Agency (NZTA) and councils.  
Consideration is needed on how HPMV users might contribute to these additional costs and 
how this revenue is allocated between NZTA and councils. We are advised that pending 
these improvements, potential investment in HPMV upgrades have been deferred. 

 

Resource Management Act (RMA) 

 

48. NZCCI welcomes and agrees with the Commission’s findings and recommendations in 
respect of the RMA: 

 

F8.8 There appears to be ambiguity around the interpretation of the purpose of the RMA 
and the extent to which the Act allows the balancing of socio-economic aspirations with 
environmental outcomes.  

F8.9 Central government plays an important role in providing direction on issues that involve 
balancing local values with regional or national benefits.  

Without clear signals from central government, national benefits and costs may be assigned 
a lower priority during the planning and consent process - resulting in the potential reduction 
of economic, social or cultural wellbeing.  
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F8.10 Recent reforms to the RMA have led to improvements in the timeliness and cost of 
the consent process. The full benefits of these reforms are likely to take time to filter through 
into council plans, and into the perceptions of those whose opinions may have been shaped 
by previous experiences.  

 

R8.1 Section 5 of the Resource Management Act 1991 should be reviewed to clarify (and 
elevate) the consideration of net social benefits and costs (including those accruing at a 
national level). S5 Resource Management Act 1991 

Should the Government decide not to review s5, s6 of the Resource Management Act 1991 
should be amended to include specific reference to the development and operation of 
regionally and nationally significant infrastructure.  s6 Resource Management Act 1991  

 

R8.2 The Minister for the Environment should commence development of a National Policy 
Statement for transport infrastructure, which would provide central government recognition 
of the importance of New Zealand’s transport infrastructure.  

 

R8.3 Section 166 of the Resource Management Act 1991 should be modified to include port 
companies as network utility operators. S166 Resource Management Act 1991 

 

49. NZCCI agrees that recent reforms to the RMA have led to improvements in the timeliness 
and cost of the consent process, including the road freight sector. However, we strongly 
agree with the Commission that the RMA reforms to date have not been sufficient. 
Accordingly, further RMA reform is needed, including explicit recognition of regionally and 
nationally important infrastructure, and greater balance of economic and environmental 
outcomes. 

 
50. NZCCI strongly agrees that a National Policy Statement (NPS) for transport infrastructure 

(see R8.2 above), which ideally aligned with the National Infrastructure Plan, could 
potentially provide guidance on the supporting infrastructure needed for efficient and timely 
serving of critical international ports and distribution hubs. 

 
51. In the case of Auckland, for example, there are parts of the transport network which are 

regionally significant and critical to efficient access to the port that embrace State Highways 
(SH), Roads of National Significance (RONS) and local roads. A NPS could provide central 
government support for an integrated approach to the planning, funding and delivery of 
regionally significant transport infrastructure critical to supporting New Zealand’s 
international freight service performance. 

 

52. NZCCI notes that in the period since the preparation of the Commission’s draft report, 
Auckland Council has confirmed a transport funding gap in the order of $10-15 billion for 
projects considered critical for completion by 2020. Also, a significant (unfunded) transport 
infrastructure upgrade requirement has been identified as essential for the rebuild of 
Christchurch. 

 

53. NZCCI recommends the Commission’s finalised report explore both issues, given they are 
an impediment at the heart of initiatives needed to improve the transport system and the 
efficiency of freight transport. 

http://www.legislation.govt.nz/act/public/1991/0069/latest/DLM231907.html?search=ts_act_resource+management_resel&p=1
http://www.legislation.govt.nz/act/public/1991/0069/latest/DLM236206.html?search=ts_act_resource+management_resel&p=1
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54. Similarly, NZCCI would support an in-depth review of the RMA (R8.1 and R8.3) to achieve 
efficient and consistent alignment between projects of national importance and regional/ 
local initiatives. We would welcome an opportunity to provide input to these proposed 
reviews. 

 

INVESTMENT COORDINATION AND PLANNING (Chapter 9) 

 

55. NZCCI responds to the following findings and recommendations in this chapter as follows: 

 

F9.1 Coordination failures may be exacerbated by the multiple objectives associated with 
public ownership. Such failures may be better addressed through governance and 
ownership changes rather than centralised strategic planning.  

 
56. NZCCI agrees that governance and ownership changes “may be exacerbated’ by the 

multiple objectives associated with public ownership. We also tend to agree that ‘such 
failures may be better addressed through governance and ownership changes rather than 
centralised strategic planning.’ 

 
57. However, we note that the draft Report is not specific about what governance or ownership 

changes are required to improve coordination specifically.  NZCCI supports in principle 
shared public-private ownership and governance models, which we explore in dept in our 
comments on chapter 10: Governance and ownership (below). 

 
58. Meanwhile we suggest that the Commission strengthen its comments on coordination to 

stress the importance that changes to improve coordination in transport efficiency need to 
be considered regardless of the governance and ownership arrangements; that is, the fact 
of a public ownership model should not be treated as an excuse for failing to address 
options to improve coordination. 

 

F9.2 Government service providers, particularly those receiving poor price signals, face a 
difficult problem in collecting reliable market research on which to base their investment 
decisions. 

‘Facilitated discussions’ can assist with this important task, and also promote relationship 
building and information sharing, leading to improved coordination.  

 

F9.3 Leadership models for infrastructure planning need to be based on high-quality 
information. Leadership in an uncertain environment creates high risks for the leader. 
Governments should be wary of calls for it to assume the normal commercial risk of other 
parties.  

 

59. NZCCI agrees with both findings. Obviously, decision-making should be informed by high-
quality information and in the transport sector this requires effective collaboration between 
logistics players in a transparent form and aimed at ensuring the supply chain is optimised 
more efficiently and sustainably across all modes. 
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60. We are aware of significant gaps in transport information and data, and in particular in 
respect of freight and other commercial vehicle numbers by category, freight volumes, 
purpose of commercial trips. In our experience in assisting the preparation of various 
transport plans and strategies, we have become aware of data gaps in existing transport 
planning models and research reports because certain sectors refused to supply information 
as it was voluntary. Examples can be provided if required. 

 
61. Accordingly, we strongly agree that there needs to be a focus on statistical data collection of 

road/rail and seafreight volumes and categories. Ideally this needs to be mandated as a 
legal responsibility (possibly of the Ministry of Transport or Department of Statistics).  
Alternatively, NZCCI supports a collaborative approach among key stake holders based on 
high-quality information as much as possible. The bottom line is that for sensible, well 
informed infrastructure investment decisions to be made we need regular, timely and 
reliable data collection measures in place. 

 

F9.4 The designation of transport corridors can create valuable outcomes at a relatively low 
cost. Corridor designation is a worthwhile activity for central and local government.  

 
62. We note that designation of freight vehicle corridors on sections of motorways and routes to 

access ports are a useful mechanism that supports the delivery of reliable ‘just in time’ 
services; e.g. for horticulture products to link with international air flights and/or freight to 
meet a timetable under a port vehicle booking system to deliver/ collect a container. We see 
opportunities for greater use of the mechanism for improving the access to inland ports and 
distribution hubs, especially in the more congested road networks of the upper North Island. 

 
63. Nationwide, NZCCI observes that the utilisation of designations is not necessarily a “low 

cost” process; e.g. for establishing freight designated routes that by-pass small, but busy 
provincial towns. In these situations, a land acquisition programme is generally required, 
which can take many years to complete and are likely to encounter opposition from affected 
local communities concerned about the project’s impact.   

 

F9.6 ‘Facilitated discussion’ models of cooperation based on information sharing, robust 
discussion and relationship-building - but with no ability to bind the participants to particular 
outcomes - do not create strong incentives for the costly behaviours that undermine 
directive planning models (i.e. tactical misinformation, rent-seeking and strategic hold up). 
There is scope for their increased use by government in coordinating investment planning. 

 
64. NZCCI strongly agrees that there is scope for increased leadership from government in 

coordinating investment planning. There are many aspects to this topic which NZCCI 
believes need to be explored and acted on with a strong sense of urgency to making 
progress of New Zealand’s immediate and long-term vital interests. 

 
65. In particular, we wish to emphasise our support for development of an NZ Inc approach 

designed to enable coordinated future investments in port infrastructure (including 
supporting road and rail transport infrastructure requirements) and the potential benefits 
from a more collaborative and strategic approach to port operation and investment.  

 
66. As the Commission notes, the substantial financial demands required to service ever larger 

vessels with larger volumes of containers in an environment where international container 
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shipping lines have strong bargaining power and the ability to shift operations between ports 
creates an environment of uncertainty. This uncertainty creates significant risks for ports 
(and supporting infrastructure investors and providers), in particular those of over or under-
investment and short-term pricing decisions, which may lead to returns that are insufficient 
to meet shareholder expectations and support necessary investment in future capacity. 

 
67. NZCCI notes the emerging consensus in submissions to the new Auckland Council’s 

inaugural spatial plan from neighbouring region councils – Bay of Plenty, Waikato, and 
Northland – as well as freight demand research that New Zealand will need the port capacity 
of both Auckland and Tauranga to handle the growing freight task.  

 
68. As the draft 30-year Auckland Plan notes, even if both ports complete all envisaged 

expansion plans, and significantly improve current productivity levels, by 2040 there is 
expected to be insufficient capacity between them to meet freight demand in the upper north 
island. The document mentions this may necessitate further development at Northport, 
Whangarei, but fails to point out the inadequate road and rail (and arguably coastal 
shipping) systems able to meet a substantially increased inter-regional freight requirement 
required for servicing such an expanded port.    

 
69. Given this situation, NZCCI would welcome central government taking a leading role in 

creating a more strategic approach to port operations and development in New Zealand, 
which in the first instance could be to confirm the demand profiles and promote a nationwide 
debate. The South Island and east and west coast port and related infrastructure demand 
requirements going forward  need to be part of the story 

 
70. NZCCI believes that, acknowledging New Zealand is a small economy but vitally dependent 

on good linkages to world markets, we should focus on improving areas of our global 
logistics system that we have the ability and control to address. A planned and efficient 
network would reduce duplicative investment and therefore bring considerable savings to 
New Zealanders, as most of this infrastructure is publicly funded.  

 
71. NZCCI would support an overall strategic plan for ports being developed by the public and 

private sector with the focus on making New Zealand internationally competitive rather than 
the status quo of interregional competition.  As we highlight below, NZCCI supports a 
network of ports competing in areas where they can best compete but also collaborating 
where it is economically efficient and in New Zealand’s overall best interests. Achieving such 
an outcome is unlikely without a higher level of facilitation, coordination and leadership from 
the Government on the future of this sector.  

 

F9.12 Port mergers have a number of potentially large benefits and costs. Where a 
proposed merger would result in a lessening of competition, the Commerce Commission is 
best placed to evaluate the public benefits relative to the detriments of that proposal.  

 
72. As noted above, NZCCI recommends an independent study that includes an outcome that 

encourages all ports to gear up to compete in areas where they are best able to compete 
and collaborate in areas of expertise, could be an attractive model to consider.  

 
R9.1 A full cost benefit analysis (i.e., including all externalities) should be published for 
government investments in rail infrastructure, including further investment in the KiwiRail 
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Turnaround Plan.  These analyses should be directly comparable to those produced for 
major road projects.  

 
Proposals for investment in road and rail should be subject to rigorous investment screening 
in a coordinated way, which enables the best projects to selected – be they road, rail, or a 
combination of the two.  Without this level of transparency, the public cannot be confident 
that scarce resources are being allocated to the most beneficial projects.   

 

73. NZCCI strongly agrees with this recommendation. Our view has long been that all major 
infrastructure investment proposals – road and rail and other infrastructure - should be 
subject to rigorous investment screening in a co-ordinated way and from a network outcome 
perspective. Accordingly, we suggest this recommendation be extended to also embrace 
investments by local government. 

 
74. As a base assessment mechanism, NZCCI agrees with the comprehensive Cost Benefit 

analysis approach to transport projects.  However, we note and support the review of the 
Cost Benefit analysis system prescribed by Treasury to bring into the assessment model a 
wider range of relevant externalities, including those from land use change, employment and 
business investment impacts, a lower social discount rate (currently 8%), and longer 
appraisal period (currently 30 years) to ensure that the focus of investment decisions is not 
on short term infrastructure projects and at the expense of economic transformation projects 
in which New Zealand must invest.  

 
75. Accordingly, NZCCI supports the proposed addition of wider economic benefits into the 

economic evaluation manual, as administered by NZTA.  
 
76. NZCCI also supports initiatives under consideration to bring the discount rate and appraisal 

period used in the assessment of transport projects into line with international best practice 
examples. As noted, the social discount rate currently used in the assessment of transport 
projects is 8% (real and net of general price inflation), while the appraisal period is 30 years.  

 
77. In contrast, we note that the United Kingdom and European Commission use a discount rate 

in the order of 4%, and a longer appraisal period. 
 
78. Taking account of these variables has a critical impact for determining ‘value for money’ of 

an infrastructure project, and how productivity improvements stimulate increased private 
sector investment. For transport projects, a lower discount rate improves the case for 
projects that have benefits further into the future. Part of the discussion for a lower discount 
rate and longer appraisal period (say 60 years) centres on the attractiveness this may or 
may not create for the private sector to consider investing in a long-term public-private 
partnership (PPP) project, which under the current (tighter) formulae would be plainly 
uneconomic. 

 
79. On balance, NZCCI recommends that the Commission support a reform that would see 

New Zealand adopt for assessing investments in major public infrastructure an 
internationally-comparable, evidence-based, transparent, whole-of-government approach to 
discount rates and appraisal periods.  

 

 



NZCCI submission to Productivity Commission inquiry on International Freight Transport Services – February 2012 Page 16 
 

GOVERANCE AND OWNERSHIP (Chapter 10) 

 
80. NZCCI agrees with the brace of findings and recommendations on governance in Chapter 

10 that seek to strengthen business-like, independent commercial operations and best 
practice of port and airport companies. We focus the balance of our comments on the high-
level ownership considerations raised, and in particular: 

 
F10.5 One option for public owners seeking to improve governance is to opt out of the 
relevant public-sector governance regime and into the stock-exchange regime. A stock 
market listing offers significant potential governance improvements for larger companies 
with partial council ownership. These benefits arise from an observable share price, 
reporting and continuous disclosure rules, and external analysis of management decisions.  

 
R10.6 To improve the efficiency of ports, councils should consider increasing the degree of 
private ownership in them. Councils should evaluate whether they can still achieve important 
community aims with lower ownership stakes.  

 
R10.7 Councils – in particular those with interests in ports occupying large blocks of central 
city waterfront land – should consider landlord port models in which land ownership is 
separated from port operations. This may be an efficient mechanism for maintaining control 
over port land use while benefiting from the efficiency improvements resulting from 
increased private involvement in port operations.  

 
81. NZCCI notes the strong evidence throughout the Commission’s draft Report confirming the 

poor governance and the difficulties in resolving multiple objectives in publicly-owned firms 
as contributing factors to problems in operational efficiency, labour relations and investment 
planning. 

 
82. The Commission’s report also cites compelling comments that Council control of ports 

appears to be motivated by a number of non-commercial objectives, including regional 
economic development and waterfront amenities. We agree that councils are likely to be 
able to achieve these objectives with lower levels of port ownership.  

 
83. NZCCI has formed the view from observation of public companies over many years in many 

countries that to improve the efficiency of public companies such as ports, councils should 
consider increasing the degree of private ownership. Furthermore, current owners (and the 
communities they represent) are likely to benefit over the long term from such efficiency 
improvements. 

 
84. One option for public owners seeking to improve governance is to opt out of the relevant 

public-sector governance regime and into the stock-exchange regime. A stock market listing 
offers significant potential governance improvements for larger companies with partial public 
ownership. These benefits arise from an observable share price, reporting and continuous 
disclosure rules, and external analysis of company decisions. Other options include bringing 
in a cornerstone private shareholder, or some form of public-private partnership.  

 
85. Further, the government is commencing a controlled three-to-five year programme to sell off 

minority shares to New Zealanders in four energy companies (Mighty River Power, Meridian, 
Genesis and Solid Energy), and to scale back the existing shareholding in Air New Zealand. 
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86. Elsewhere we have suggested the government has the opportunity to show it is seriously 

committed to a policy of promoting all New Zealand’s strategic commercial assets to playing 
a key role in securing our economic prospects by extending the shared ownership asset 
policy to all central and local government commercially owned and controlled organisations. 

87.  A controlled sell down of 100% local authority owned assets, like Ports of Auckland, would 
help enable faster delivery of critical infrastructure, as well as create the opportunity for New 
Zealanders to have some shared ownership (and direct participation) in securing our 
economic prospects. 

 
88. As noted above, our experience indicates that 100% local authority ownership is detrimental 

to good commercial investment decision making and that where possible at least 49% 
shareholding should be floated as tradable stock for each entity. 

 
89. We note that Auckland Council, which owns 100% Ports of Auckland, through its arms-

length investment management CCO, ACIL, is urging the port company to take steps to lift 
its rate of return on equity from a reported 6% to the order of 12%. We also note that ACIL 
has an obligation under the establishing legislation to bring a strong commercial focus to the 
business, and POAL has an obligation under the Port Companies Act to be a successful 
business. We agree that under the current model, the Port needs to provide a good return to 
the Council to help fund essential infrastructure in Auckland.  To do anything less, results in 
ratepayers subsidising the activities of POAL, this is unacceptable. 

 
90. However, on balance we believe the long-term solution will require a change in the 

ownership structures to encourage cultural and efficiency changes which add to the 
competitive forces. 

 
91. In summary, NZCCI strongly recommends that the Commission strengthen 

recommendations for councils to consider a shared ownership model with private interests, 
and to encourage debate of the many different options to still achieve important community 
aims with lower ownership stakes. 

 

Landlord port model 

 
92. We note that the model adopted by Queensland demonstrates an alternative approach to 

the partial privatisation of an existing publicly owned enterprise. It involves separating 
government-owned enterprises into parts, in Queensland’s case, to fully divest commercial 
assets (eg, port terminal operations), while retaining 100% of the non-commercial assets 
(eg, port land). 

 
93. As with all options and possibilities, NZCCI agrees with the Commission that the costs and 

benefits of each would need to be carefully considered. 
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REGULATORY ISSUES (Chapters 11, 12 & 13) 

 
94. NZCCI strongly supports the thrust of the findings and recommendations on regulatory 

issues seeking to find new ways to minimise regulation and remove unnecessary 
impediments to improved productivity. We support removal of complexity and distortions as 
much as possible. We are hopeful that an outcome of the Commission’s work will be a 
revised regulation regime for international sea and air freight that reflects a principled based 
approach embracing consistency, simplicity, fairness, clarity and minimal cost. 

 

95. Within this context we comment on aspects of the three regulatory chapters – regulation of 
international sea freight competition, regulation of air freight competition, and other 
regulatory issues – as follows:  

 

F11.1 Cooperation agreements between international liner shipping carriers have historically 
been exempt from the full application of domestic competition laws. The policy rationale for 
these exemptions was that price/capacity fixing and revenue pooling etc, were needed to 
ensure reliable liner shipping operations. As such, the public benefits of the agreements 
were taken as so likely to outweigh any anti-competitive detriments that there should be no 
onus on carriers to prove that they do so. .  

 
R11.1   Exemptions for the types of agreement with the higher risk of anti-competitive 
detriment – ratemaking and capacity-limiting agreements – should be removed. These 
arrangements should have access to the authorisation and clearance mechanisms in the 
Commerce Act.   
There should be a transitional period to allow the agreements in place at the time the 
exemption is repealed to continue until their compliance with the Commerce Act has been 
tested. 

 
96. NZCCI supports the removal of exemptions for ratemaking and capacity-limiting 

agreements.  Given the importance of trade to New Zealand, we believe it is appropriate to 
make these changes in order to better balance incentives for price and service stability 
against the benefits of competition.  

 
97. However, we urge considerable care and attention to detail in the form of well-based 

research and consultation in taking it forward. 
 
98. Related to this, NZCCI would also like to see further research into the relative market power 

between international shipping lines and ports (as noted in the Issues paper) and 
exploration of effective options for improving this situation. As has been publicly aired, a  key  
area  of  concern  to businesses in smaller port centres especially  is  that  the  
amalgamation  of shipping  lines  has  effectively  reduced  ports’  bargaining  power  with  
the  result being  a  reduction  in  profitability  for  ports,  an  increase  in  profits  for  
shipping lines  and  no  cost  savings  being  passed  onto  New  Zealand  importers  and 
exporters. 

 

F13.1Different subsidy rates across the different modes for domestic freight transport have 
the potential to distort patterns of use and create inefficiency. Determining subsidy rates is 
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complex and difficult but it is important to estimate them for transparency and to enable 
efficient decision making.  

 

99. As noted, NZCCI supports removal of complexity and distortions as much as possible, and 
encourages the Commission to promote a review of subsidy rates for transparency to 
enable efficient decision making. 

 

F13.4 The Commerce Act allows the Commerce Commission to review the case for 
economic regulation of ports, if future industry developments shift the balance of costs and 
benefits more clearly in favour of regulation. 

 
100. NZCCI strongly supports a reform to separate policy ‘makers’ from ‘enforcers’. 

Accordingly, we strongly recommend the shifting of the responsibility for overseeing the 
regulation of international shipping services from the Ministry of Transport to the Commerce 
Commission, and similarly a shifting of responsibility for overseeing the regulation of air 
freight services from the Civil Aviation Authority to the Commerce Commission. 

 

R13.2 The Government should develop a proposal to extend the Freight Information 
Gathering System and subject the proposal to a regulatory impact analysis ‘efficiency test’ to 
determine whether it would deliver net benefits beyond existing information collection and 
dissemination.  

 
101. As discussed above, New Zealand suffers from an ‘information deficit’ about its overall 

supply chain operations – from factory door to customer warehouse and the intermodal 
transfers and timeliness of the journey. While importers and exporters, transport operators 
and ports each have their own insights, there is an opportunity to assemble and review the 
various sources of information to inform a strategic long-term approach to improving 
productivity. 

 
102. A coordinated, end-to-end approach to understanding supply chain logistics and 

productivity, with increased alignment and co-operation between all phases/links in the 
chain, has the potential to significantly improve New Zealand’s economic performance.  

 
103. Accordingly, NZCCI is strongly supportive of this recommendation, and would welcome 

the opportunity to participate in developing such a proposal. We strongly believe that New 
Zealand should be looking to provide good information and systems around its air and sea 
ports, and supporting transport services (air, sea, road and rail). 
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CONCLUDING COMMENT 
 
 

104. Our suggestions and recommendations on the Productivity Commission’s International 
Freight Transport Services Inquiry draft report are put forward in the positive spirit of 
achieving measurable improvement to resolve New Zealand’s productivity concerns.  
 

105. We look forward to discussing our comments further and working collaboratively with the 
Commission to ultimately achieve an enduring outcome from this singularly important reform 
process.  

 
Michael Barnett 
Chairman, Management Committee 
NZ Chambers of Commerce 
mbarnett@chamber.co.nz 
 
27 February 2012 
 


