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27 February 2012 

 

International Freight Transport Services Inquiry 

Attention: Geoff Lewis 

New Zealand Productivity Commission 

PO Box 8036 

Wellington 6143 

 

 

RE: Productivity Commission’s Inquiry into International Freight Transport Services 

 

Dear Geoff 

 

Thank you for the opportunity to submit on the Productivity Commission’s Inquiry into International 

Freight Transport Services Draft Report (the Draft Report). 

 

We congratulate the Commission on producing a comprehensive Draft Report that raises many 

important questions on international freight transport services. Given the limited time available, both 

in producing the report and preparing the final, the NZ Transport Agency (NZTA) believes there is 

significant value in the transport sector having a robust discussion about the points raised in the Draft 

Report. The outcome the NZTA would like to see from this discussion is a clear identification of what 

actions are critical, who should undertake them and in what order of priority. 

 

The NZTA’s substantive comment on the Draft Report is on the need for greater integration of the 

transport network to provide for the safe and efficient movement of freight. We also reflect on some 

other comments in the Draft Report and note some minor matters. 

 

Strategic approach to delivering a truly integrated freight network 

As you know, improving the efficiency of freight movements and 

freight supply chains is a priority for the NZTA. This will reduce the 

cost of New Zealand’s exports and imports, improve our economic 

competitiveness, grow our economy and provide for the improving 

social and economic wellbeing of all New Zealanders. The NZTA’s 

approach to freight efficiency is to work with the private sector (freight 

producers and freight transport operators) and other infrastructure 

providers to better understand freight supply chains, align the planning 

process across the freight system and identify opportunities to realise 

efficiency improvements. 

 

The Draft Report is the latest in a series of findings indicating a greater 

need for co-ordination between transport decision-makers, and a 

greater need for integration across the freight system and the wider 

transport system. The Draft Report correctly takes a system view of freight recognising that the 

movement of freight is not confined to a single mode, but travels across land, sea and air transport. We 

agree. Your findings support the NZTA’s decision late last year to begin thinking about how we could 
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provide a long-term planning view on the national and inter-regional strategic transport network, in 

support of greater network integration and co-ordination between transport decision-makers (both 

private and public sector). The aim is to ultimately enable a ‘seamless’ national strategic network 

whereby land transport provides improving connectivity for the tradable sector, especially to sea and 

air ports. The work should also include other economic activity such as business and commuter travel 

and tourism. 

 

The focus of this approach is on ensuring the efficient movement of people and goods in support of 

national economic growth and improved productivity. Our approach is underpinned by our 

responsibility under the Government Policy Statement on Land Transport Funding (GPS) to consider 

matters that cut across both land transport and the wider transport system in the context of integrated 

planning. 

 

Our thinking on the integrated network approach is evolving and we note the support in the draft for 

the ‘information sharing model’ exemplified by the NZTA’s facilitation of the proposed Upper North 

Island Freight Plan (see below). We anticipate facilitating the same kinds of robust discussions and 

information-sharing forums that have supported the development of the proposed Upper North Island 

Freight Plan to date. We do not envisage the outputs from the project will be ‘binding’ outside the 

NZTA, but they will provide greater certainty for decision-makers, assist with co-ordination and ideally, 

encourage collaboration where appropriate. 

 

Upper North Island Freight Plan 

The Draft Report identifies the proposed Upper North Island Freight Plan as an opportunity for 

providing the sector with greater long-term planning signals, while avoiding the problems associated 

with more directive planning models. The NZTA agrees; the Draft Report reflects the positive 

comments we have received to date on the proposed plan. The NZTA has completed a process of 

engagement with an initial group of key decision-makers to test the value of the approach. The 

material produced has identified a number of activities that will improve the efficient movement of 

freight in the upper North Island in the short to long-term. The NZTA will now approach other potential 

partners in the plan to seek their endorsement to develop the activities further and where feasible, 

begin implementation of more immediate actions. 

 

Reflecting on the Draft Report, the NZTA would like to 

summarise some of the key findings from the freight 

plan engagement process completed towards the end 

of 2011. The NZTA met and talked to a number of 

decision-makers from large freight producers, 

transport operators and other infrastructure and 

service providers. The participants endorsed the need 

for government thinking around freight to recognise 

the key role of the private sector in moving freight. 

While central and local government are the main 

providers of land transport infrastructure and services, 

it is the private sector that owns and moves New Zealand’s freight from the point of production to the 

marketplace and the customer. 

 

The private sector participants in the engagement saw the value of an upper North Island Freight Plan 

in being able to provide a clear long-term network blueprint that is endorsed by both public and 

private sector decision-makers. A more certain freight network plan that sets out the sector’s 

intentions across the strategic freight network (nationally and regionally strategic highways, high 
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volume local roads, rail, ports, airports and coastal shipping services) will better inform both private 

and public sector decision-making. Without binding the parties involved, the plan will provide a basis 

for greater alignment and integration of long-term private and public sector thinking on freight. 

 

An integrated approach to freight 

Sector feedback was clear that the freight plan 

needed to recognise the role of each mode 

(sea, air, road, rail and coastal) in moving New 

Zealand’s freight task. Each mode needs to 

play its part in providing a flexible, reliable, 

safe and efficient freight system. The plan also 

needs to better appreciate the way the private 

sector sees each mode and their utility in 

undertaking the different freight tasks. Freight 

producers emphasised their desire to have 

greater transport choices that reflects the way 

they need to move their freight. The plan 

would add value by providing a platform on which the whole system can be better planned, with regard 

to each mode and the ways that they connect to each other. 

 

The initial work on the plan identifies the following outcomes, which the plan will further develop: 

 

Private sector outcomes 

 greater certainty around public sector plans 

for infrastructure & regulatory services 

 reduced supply chain costs 

 improved access to modes & greater choice 

 improved travel reliability 

 improved safety & responsible corporate 

citizenship 

 a fair, competitive level playing field 

Public sector outcomes 

 economic growth & improved productivity 

 a safer transport system 

 better value for money 

 reduced adverse effects on communities & 

other transport users 

 improved integration of land use & transport 

 a fair, competitive level playing field 

 

The freight task is changing 

Participants in the discussion emphasised that the nature of the freight task, and the way it was being 

organised was undergoing significant change. While all agreed that the volume of freight was 

increasing, most participants believed that this increase would not be uniform with some areas and 

corridors experiencing more concentrated growth in both volumes and frequency of travel. Most 

significant is the progressive movement towards more integrated logistics, as the private sector look at 

more efficient ways of coordinating their freight movements to reduce empty running, double handling 

and to meet growing consumer expectations. While some of these developments, such as big container 

ships, may be some time off, the long-term trend appears to be towards a greater concentration of 

import/export activities around a hub and spoke model along the main north to south networks and 

east to west at key locations such as to and from the Bay of Plenty, Hawke’s Bay and Taranaki. 

 

In their feedback the discussion participants emphasised the importance to this model of secure port 

access, suitably located land-side hubs for integrated logistics, an efficient highway system, an 

improving rail system and continued costal shipping services. There was general agreement that each 

mode had its own particular strength, providing the right mix of timeliness and cost depending on the 

types of goods being moved, the distances being travelled and the all-important needs of customers. 

While there was agreement that no mode should receive preferential treatment from government, it 
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was recognised that rail has suffered from long-term underinvestment in its infrastructure and that 

this market failure needed to be remedied. Most major logistics operators saw the ongoing role of rail 

and coastal shipping as critical to their main line-haul operations. Almost all participants were against 

providing public funds to any mode unless the total social and economic benefits were demonstrated 

and that this investment did not adversely affect the operation of other modes or private sector 

businesses. There was general agreement that unless there was true network integration, rail and 

coastal shipping could not achieve their full potential within New Zealand’s freight transport system. 

 

Specific Comments 

No. Question/Finding/Recommendation Comment 

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 businesses and 

workers and enhance consumers’ purchasing power.  

The NZTA agrees. This finding is the key rationale for 

the work to improve the efficiency of freight 

movements. Communicating this and providing 

demonstrable examples of how freight efficiency 

improvements benefit the social and economic 

wellbeing of all New Zealanders would, in of itself, 

assist the work to identify and give effect to freight 

productivity improvements. 

F2.3 Government has a number of roles in international freight 

transport. But intervention is only justified where benefits 

outweigh the costs. In particular, principles of good 

regulation should be used to design and monitor 

regulatory interventions, including the decision that 

regulation is the best option.  

The NZTA agrees and believes there is an opportunity 

to apply this to the regulatory services government 

provides to the transport sector. The NZTA also 

believes the movement of freight should be safe, 

with the negative impacts of these movements 

addressed or minimised where practicable.  

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. 

The NZTA notes there is debate on this and there 

could be value in looking at identifying better 

comparative measures for freight movements with 

other jurisdictions. 

F3.4 Compared internationally, New Zealand has low average 

loads for road freight.  

This NZTA notes that this trade imbalance reflects 

the character of New Zealand’s agricultural economy 

with large volumes of primary and processed primary 

exports moving north & out versus relatively smaller 

volumes of imports moving in & south. The low 

average loads are a result of empty running as milk 

tankers, forestry and stock trucks cannot really 

backload. Empty running can be reduced through 

fewer trips with High Productivity Motor Vehicles 

(HPMVs) and improved private/public sector design 

of national supply chains to develop a hub & spoke 

arrangement, allowing better integrated logistics. 

F3.5 Compared internationally, New Zealand has low volumes of 

freight per kilometre of rail and low maximum axle load.  

Like road, rail is also affected by the imbalanced flow 

of New Zealand’s freight task.  

F4.5 The onshore components of New Zealand’s freight costs 

compare favourably with Australia and other OECD 

countries.  

 

This is a source of continued sector debate and may 

warrant further independent research. 
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No. Question/Finding/Recommendation Comment 

R8.1 Section 5 of the Resource Management Act 1991 should be 

reviewed to clarify (and evaluate) the consideration of net 

social benefits and costs (including those accruing at a 

national level). 

Should the Government decide not to review s.5, s.6 of the 

RMA should be amended to include specific reference to 

the development and operation of regionally and 

nationally significant infrastructure. 

The NZTA is actively involved in the Resource 

Management Act (RMA) II process and is working to 

ensure that transport infrastructure requirements are 

provided for in any amendments to the legislation. 

KiwiRail, Rail Systems Team, & the Highways and 

Network Operations Group (NZTA) have also 

discussed related issues concerning the Building Act 

with Department of Building & Housing over need for 

council sign-off on infrastructure such as bridges. 

F8.2 Except in specialised bulk shipping, coastal shipping 

struggles to earn returns on investment. This is partly a 

consequence of government subsidies to rail.  

The feedback the NZTA received was that coastal 

shipping was a useful method of moving large 

volumes of freight long-distances over several days. 

While there was a small overlap in contestable 

freight, the freight moved by road or rail was more 

time critical. The ability of New Zealand coastal 

shipping to compete on a level playing field with 

international shipping was a repeated theme.  

F8.5 Other than the possible effect of heavy vehicle regulations 

on the uptake of higher [sic] productivity [motor] vehicles 

(discussed in Chapter 13), there do not appear to be any 

impediments to investment and innovation in road freight.  

The NZTA believes there is substantial safety and 

productivity gains to be made from developing a new 

regulatory model that moves ‘beyond compliance.’ 

This model would reward operator best practice and 

provide disincentives for systemic poor operating 

practices. On High Productivity Motor Vehicles 

(HPMVs) the NZTA is seeing significant freight 

productivity gains being made from greater route 

access. The NZTA is aware of industry aspirations for 

greater HPMV access and the progressive opening up 

of routes remains a priority for us. The NZTA is 

working closely with freight transport operators to: 

develop new HPMV designs that are safer and more 

efficient, identify priority HPMV routes for 

investment, and streamline the HPMV permitting 

process. We are also working with local government 

who are responsible for local road HPMV access. 

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.  

 

 

There are two primary options for furthering this: 

1). The statutory process of preparing a National 

Policy Statement (NPS), as the Draft Report suggests. 

There might be merit in investigating the efficiencies 

gained through developing a NPS, being a single 

policy document to guide all regional and local 

planning documents. 2). Collaborative planning (as 

discussed above) with regional/local government 

and the private sector can also be an effective means 

of ensuring national benefits and costs are included 

into these local government plans such as Regional 

Growth Strategies and Regional Land Transport 

Strategies. The NZTA believes this approach will have 

the benefit of engaging with participants across the 

freight transport system. 
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No. Question/Finding/Recommendation Comment 

R9.1 A full cost benefit analysis (ie, including all externalities) 

should be published for government investments in rail 

infrastructure, including further investment in the KiwiRail 

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.  

The feedback the NZTA has received is that the 

private sector wants to see a greater alignment in the 

planning of the road and rail network. It is important 

to note, however, that the NZTA and KiwiRail operate 

on a different legislative, operational, commercial 

basis. We are, however, working with KiwiRail on how 

we could better align our planning. 

Q9.1 Are there any specific examples of impediments to the 

optimal coordination of freight infrastructure planning 

between central and local governments, or between 

adjacent local governments?  

The NZTA is undertaking a review of our transport 

planning activities to determine how to better align 

transport and land-use planning.  An initial outcome 

of the review is for the planning process to be 

undertaken in a clear framework that identifies 

national, regional and local planning imperatives. 

Ensuring the Local Government Act, Land Transport 

Management Act and the RMA provide a consistent 

framework would also assist the land transport 

planning process. 

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.  

The NZTA agrees and welcomes further sector-wide 

engagement to advance freight planning across New 

Zealand. 

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.  

The NZTA agrees and believes a roundtable 

approach, that involves the private sector and local 

government, is the most effective vehicle for leading 

New Zealand’s work to improve the efficiency of 

freight movements. 

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. 

This is an identified action area in work produced to 

date on developing the Upper North Island Freight 

Plan concept, particularly for road and rail corridors 

with predicted high growth in freight and other 

traffic. Identifying future freight hubs or ‘villages’ as 

well as determining the size and scope of port 

throughput will be critical to the success of this 

work. 

F9.5 Directive planning, in the sense of a centralised plan 

imposed on independent parties, has some very large 

associated costs due to the incentives it creates for non-

productive behaviour. It should be avoided in favour of 

lower-risk mechanisms. 

 

 

We agree. 
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No. Question/Finding/Recommendation Comment 

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 (ie, tactical misinformation, rent-seeking and 

strategic hold up). There is scope for their increased use 

by government in coordinating investment planning. 

The NZTA has been encouraged by our testing of this 

approach in the upper North Island. We believe there 

is value in applying a roundtable approach elsewhere 

and will look at something similar could be 

developed in the lower North Island and South Island. 

 

F10.6 While central government ownership of rail has relatively 

poor incentives for improved efficiency, history suggests 

that rail (at least at the current network extent) is unlikely 

to pay its way under any ownership arrangements.  

Rail currently provides significant network benefits, 

particularly in moving large volumes of freight over 

long distances or through busy urban networks. The 

industry feedback that the NZTA has received is that 

the new model for integrated logistics will allow rail 

to build on this function and achieve its full potential. 

F13.1 Different 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 complex and difficult but it is important to 

estimate them for transparency and to enable efficient 

decision making.  

Industry feedback the NZTA has received has 

emphasised the need for the private sector to make 

their own choices around how their freight will be 

moved. Industry would like to see each mode, and 

operators within the modes, competing on a level 

playing field. There was also comment that limited 

public investment was necessary in the event of 

market failure and/or where there were clear public 

benefits to investment.  

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.  

The NZTA agrees and has commissioned 

independent research on practical methods to collect 

ongoing domestic freight information (system 

design). The research is underway and will report 

back later in 2012. 

 

Summary 

Finally, we recognise the value in bringing the knowledge and perspectives of the public and private 

sectors together to take forward the work on freight efficiency. This work is vital if New Zealand is to 

be competitive on the international stage, for our economy to grow and for our country to achieve the 

standard of living to which we aspire. We are eager to play our part in making this happen. The NZTA 

looks forward to the Commission’s final report and recommendations.  

 

Yours sincerely 

 

 

Geoff Dangerfield 

Chief Executive  


