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Submission on International Freight Transport Services 
 

 
Introduction 
This submission is made by the Port of Napier Ltd. Please note that the Port is 100% 
owned by Hawke’s Bay Regional Council and has been since December 2009.  This 
is different to the incorrect information contained in Table 4 on Page 31 of the Issues 
Paper.  
 

 
Summary: 

• Terms of Reference: correctly identify the key Logistics Chain steps and 
relationships however it oversimplifies the situation whereby no one New Zealand 
company has the same pathway to/from markets overseas. In a general sense 
NZ has four broad scenarios to cater for and which the Issues Paper doesn’t 
appear to sufficiently recognise: 

 
1. Containerised Imports – predominantly Auckland weighted. 
2. Containerised Exports – regional, non-metropolitan weighted 
3. Break Bulk Exports – regional, non-metropolitan weighted 
4. Break Bulk Imports – regional, non-metropolitan weighted 

 
• Port Data Inaccuracy: The Issues Paper makes a reasonable fist of identifying the 

key factors however as with a number of recent New Zealand Government 
publications (most notably the National Infrastructure Plan, iterations 1 and 2), the 
same errors in interpreting NZ Statistics data have occurred.  Reference Table 3, 
Section 4.1.  

 
This situation has arisen because port throughput information collected by Customs 
using the NZ Harmonised System Classification (NZHS) does not capture trans-
shipments and coastal cargo which pass through an intermediate port. 
 
The important point to note is that the current NZHS model therefore disguises 
the actual freight task impact on the land transport system. In effect when port 
throughput is correctly allocated based on its initial port of loading (for exports) and 
final port of discharge (for imports) a very different picture of throughput, supply chain 
impact and infrastructure allocation emerges. 

 
When transhipment and non-land impacts are correctly re-distributed or deducted, the 
ranking of ports changes considerably. By our estimation Napier is the North 
Island’s second largest export port behind Tauranga but ahead of Auckland and the 
third largest export port in NZ. 
 

• Basis for Measurement: The Commission compares value and weight by seaport in 
Table 3 on page 24.  It is recommended that weight is the critical measure for seaports 
and its associated supply chains.  Weight is the basis for carriage, freight economies 
and its impact on infrastructure – not value. 

 
• Competition: Inter-port competition is robust however the Issues Paper overstates by 

some margin the importance of effective land transport as the (implied means) for 
enhancing competition. There are many more layers to attracting customers such as 
superior service, innovation and technology, as well as recognising logistics chain 
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solutions for specific shipping services and industries.  Ultimately whichever port and 
logistic chain that is able to provide better value compared to competitors will attract 
the business.  

 

• Productivity: We would concur that international methodologies for measuring 
productivity are best adopted and agree with the BITRE highlighted examples for 
container throughput (net rate per hour per crane and TEU’s/metre of ship berths 
length, vessel turnaround and yard utilisation). Unlike containers with their more 
universal international measures, bulk cargo measurement is difficult to meaningfully 
assess. 

 

• Industry Structure: We contend that NZ’s port structure is economically rational, 
based on a number of ports, many smaller but nonetheless specialist facilities serving 
a handful of specific trade types e.g. aluminium smelter, logs and or other forestry 
products. The current industry structure is an appropriate response to New Zealand’s 
historical patterns of international trade involving the 4 broad supply chains identified 
above. 

 

• Port Ownership: The Port of Napier performance over the last 10 years for example, 
is a good model of how 100% local authority ownership has not hindered the 
commercial performance or its infrastructural development.  This strongly suggests 
that ownership is not an impediment in its own right.  Whether a mixed public/private 
ownership model could have produced a better outcome over the same period is 
debatable as the management team is fully accountable to an independent Board of 
Directors all appointed for their complementary business acumen. 

 
• Logistics chain integration: There are options for increased logistics chain 

integration although the opportunity is not necessarily universal across all the 
component parts. Investing vertically doesn’t however always require a different 
regulatory approach but it may assist – an open mind to opportunities is part of the 
answer. Napier for instance has formed a close working relationship with Kiwi Rail 
over the last 2 – 3 years with the ‘new’ organisation being considerably more 
progressive when compared to its predecessors. The nature of the relationship 
includes the Port of Napier investing in specialist rail equipment along with additional 
on port infrastructure for our mutual benefit. 

 
• Hub ports: The concept of hub ports for containers is a possibility as part of a range 

of future container shipping network solutions. Success will depend on overcoming 
NZ’s highly individual geographical and logistics situation. On an entirely pragmatic 
level, the logistical challenges for (hub) ports are considerable. Although not 
insurmountable, we cannot lightly dismiss the effect of New Zealand's unique 
pattern of trade – i.e. the import/export imbalance and geographic location of 
cargo (remote from many larger ports), its strong seasonal bias, reefer capacity 
needs, cool chain integrity concerns with longer inland transport transits, and the 
increased opportunity for spoilage or delays.   

 
• Alternative Operating Models: Contracting out and landlord models for ports only 

offer an improved outcome if the alternative is attractive to a third party operator.  NZ’s 
limited scale – particular in respect to container terminals – is a distinct issue for 
possible contracting out to be a widespread solution (most likely to a foreign owned 
entity).  
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• Labour Flexibility: NZ ports as a general practice have reasonably co-operative 
labour arrangements providing those unions are Council of Trade Union (CTU) 
affiliated. The inability or freedom to contract with other than CTU affiliated unions is 
however a barrier to progress in achieving greater flexibility in labour arrangements. 

 

• Targeted Supply Chain Efficiency: Efficiencies in all parts of the supply chain exist 
and all opportunities should be pursued as a matter of normal business. We suggest 
however that efforts be directed where the greatest costs lie, being international ocean 
freight and inland transport. NZ port costs are relatively modest in comparison to other 
parts of the (international) supply chain.   

 

• Shipping Lines and Legislative Protection: International shipping lines are not 
subject to the same generic New Zealand laws applying to all other companies, 
including port companies. New Zealand appears to be out of step with overseas policy 
trends which have all but eliminated legislative protection of shipping conferences.  
However careful analysis needs to be undertaken before any change is made, as the 
size and nature of the NZ container market (seasonality, export/import imbalance, 
regional imbalances and reefer reliance) may not necessarily lend themselves to a 
pure competitive model.  The practicalities of changes in other jurisdictions and their 
outcomes and unintended consequences need to be reviewed.  

 
Responses to Issues Paper Questions 
 
Q2 As a broad framework it graphically summarises the key steps and relationships.  
 The black line representing the boundary and the Terms of Reference with its 
 emphasis on international components potentially under weighs the impacts 
 of domestic elements (to the left of the boundary) and where/how decisions are 
 made which affect the whole supply chain, in particular components on the right of 
 the boundary. 
 

Examining the efficiency of international freight only could be at the risk of 
overlooking the domestic impact if a broad view is not taken.  Specifically the 
needs of a group of larger container exporters with exacting requirements, could 
substantially impact on the remainder of the exporting community.  This is a factor 
with which care needs to be taken for these larger exporters only amount to a 
modest percentage of total exports. 
 

Q3 Ultimately it is the end to end total supply chain and the inter-relationships 
 that should be focused upon.  The term ‘Supply Chain’ or ‘Logistics Chain’ 
 is an over-simplification given that no one company has the same  pathway to/from 
 markets overseas. This strongly suggests the need for logistics chain flexibility.  In 
 a general sense NZ has four broad scenarios to cater for and which the Issues 
 Paper doesn’t appear to sufficiently  recognise: 
 

o Containerised Imports – predominantly Auckland weighted. 
o Containerised Exports – regional, non-metropolitan weighted 
o Break Bulk Exports – regional, non-metropolitan weighted 
o Break Bulk Imports – regional, non-metropolitan weighted 
 
The Issues Paper makes a reasonable fist of identifying the key factors however 
as with a number of recent New Zealand Government publications (most notably 
the National Infrastructure Plan, iterations 1 and 2), the same errors in interpreting 
NZ Statistics data have occurred.  Reference Table 3, Section 4.1. 
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This situation has arisen because port throughput information collected by 
Customs using the NZ Harmonised System Classification (NZHS) does not 
capture trans-shipments and coastal cargo which pass through an 
intermediate port. Notably, this covers the movement of several hundred 
thousand full containers (TEUs) each year or a significant portion of New 
Zealand's petroleum imports, for instance (estimated at circa 5 million tonnes, 
equivalent to 25-30 percent of New Zealand's total annual import volume). 

The important point to note is that the current NZHS model disguises the 
actual freight task impact on the land transport system. When trans-shipment 
and coastal cargo statistics are backed out of the initial port of import or last 
port of export data, a considerably different pattern of physical land 
transport use emerges. Tauranga is therefore more critical for the movement of 
international trade, Auckland's impact reduces, and several other ports, 
Napier included, contribute to a significantly enhanced degree. The rub is 
whether complementary transport policy and funding allocations are 
adjusted to reflect the true state of play. 

 
In effect when port throughput is correctly allocated based on its initial port of 
loading (for exports) and final port of discharge (for imports) a very different picture 
of throughput and supply chain impact emerges. 
 
We view the collection of accurate data on which to analyse the existing freight 
system as a key component to this study.  It is also critical in the future as to where 
infrastructure resources are allocated in order to support the domestic elements of 
the logistics chain. 
 
The Commission compares value and weight by seaport in Table 3 on page 24.  It 
is suggested that weight is the critical measure for seaports and its associated 
supply chains.  Weight is the basis for carriage, freight economies and its impact 
on infrastructure – not value. 
 
Industry intelligence suggests circa 13% of Auckland combined exports and 
imports – by weight – are transhipments which have no land based resource need 
in Auckland.  Rather, it occurred earlier elsewhere in NZ (for exports) or later (for 
imports), prior to the initial port of loading, or later, after the final port of discharge. 
 
This is crucial for the allocation and funding of land based infrastructure as it 
correctly recognises where NZ’s export production and import consumption 
physically occurs. 
 
On a similar note, Whangarei is reported as handling 31.3% of NZ imports by 
weight while the vast majority of this quantity – oil products – is refined at Marsden 
Point; reality is that most of this tonnage is then moved coastally to other NZ ports, 
again which is where the point of logistics and infrastructure resource need is (and 
certainly not Marsden Point).  When backed out the real land based impact is 
approximately 4% of NZ’s total imports by weight. 
 
On a related issue, Table 3 notes New Plymouth as handling 12.2% of NZ exports 
by weight.  This too is misleading, being primarily comprised of oil products which 
are harvested and exported directly from the Taranaki Bight.  Very little of this 
considerable export tonnage physically has a land transport component, therefore 
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it has minimal logistics resource need.  When backed out the real land based 
impact is approximately 5% of NZ’s total exports by weight. 
 
When transhipment and non-land impacts are correctly re-distributed or deducted, 
the ranking of ports changes considerably. 
 
By our estimation Napier is the North Island’s second largest export port, ahead 
of Auckland. It is also the third largest in NZ. 
 
If an export led economy is the basis upon which NZ’s future prosperity is based it 
will then recognise this factor is vital for Government correctly allocating 
infrastructure resources in accordance with need, especially to regional NZ. 
 
Seaport x Weight (Tonnes) - Adjusted 
 Stats NZ 

% (Table 3) 
Adjusted 
% 

Refer Notes 
Below  

Imports    
Whangarei 31.3 4.0 i.  
Napier 2.8 4.0 ii.  
Exports    
Auckland 9.1 6.1 iii.  
New Plymouth 12.2 5.0 iv.  
Napier 8.0 8.7 v.  
Port Chalmers 5.9 4.6 vi.  
 
Notes: 

i. Refined oil volume difference needs to be allocated to all other NZ ports of 
discharge.   

ii. Includes “imported” refined oil volume moved coastally from Whangarei. 
iii. Adjusted to exclude transhipped exports whose port of origin was elsewhere in 

NZ e.g. Napier. 
iv. Adjusted to exclude oil exports which did not touch land therefore had no 

infrastructure impact. 
v. Adjusted to exclude transhipped exports whose port of origin was elsewhere in 

NZ but to include Napier as the port of origin. 
vi. Adjusted to exclude transhipped exports whose port of origin was elsewhere in 

NZ 

 
An explanation of how to correctly interpret the data can be provided to the 
Commission in person. 
 

Q4 Reference Section 2 Framework, the greater benefit of embracing  environmental 
 factors is to the left of the black boundary, i.e. the domestic elements given the 
 reported efficiencies of sea transport vis a vis road and, or rail.  Environmental 
 considerations therefore should fall within the scope.  
 

If the international segment by sea is more or less the universal transport mode, it 
is likely that once cargo is loaded onto an international vessel there will be fewer 
environmental improvements compared to the differences in the domestic segment 
i.e. whether goods are exported via the nearest international port or whether they 
travel significantly further by road or rail in the main to a handful of hub ports in NZ.  
Likewise, the constraints and costs involved around the current RMA should be 
canvassed as part of this study. 
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Q5 Inter-port competition is robust.  The Issues Paper identifies the importance 
 of effective land transport as the means for enhanced competition. 
 

Again we find this overly simplistic as there are many more layers to attracting 
customers than the price and/or availability of land transport options. 
 
Recent competitive gains by the Port of Napier have been based on service (a 
superior logistics solution involving port investment) innovation (design of new 
specialised rail equipment and corresponding investment by the Port) as well as 
recognising logistics chain solutions for specific shipping services and industries 
(the wine industry being a case in point).  Ultimately to be successful we need to 
offer the best value proposition in its entirety compared to our competitors. We 
have also been prepared to trial new approaches such that we would add coastal 
shipping as another means of increasing business based on an understanding of 
complete supply chains (e.g. transhipment options that do not exist at some other 
NZ ports). 
 

Q6 International methodologies are best adopted and we would concur with the
 BITRE highlighted examples (net rate per hour per crane and TEU’s/metre of ship 
 berths length, vessel turnaround and yard utilisation). 
 

We should also mention that there are other reference points worth reviewing such 
as European Sea Ports Organisation (ESPO) initiative to measure Port 
Performance – an initiative known as “PRISM” (see Appendix A). 
 
We would also note however, that productivity is a measure of the total inputs 
versus total outputs and the current KPIs are not true productivity measures. 

 
Q7 Unlike containers with their more universal international measures, bulk cargo 
 measurement is far more challenging. 
 

It is suggested that measures per principal cargo type are gathered on the basis 
where they use shore based facilities.  This could potentially look at loading of 
logs, woodchips, bulk, timber.  The likely standard measure could be tonnes 
(metric) per gang hour and per vessel per hour.  This may work for conventional 
cargo such as logs and timber but is more problematic for other bulk cargo where 
significant operational differences can introduce a great deal of variance. Factors 
such as weather impact, product (fertiliser is difficult to discharge with distinct 
differences for instance in product type i.e. sulphur versus phosphate rock) as well 
as different handling methods at each port. 
 
It may still be possible to use vessel turnaround and tonnage per metre of ship 
berth length as a simpler, less problematic approach.  The Port of Napier is not 
directly involved in loading bulk and breakbulk vessels; rather it is the individual 
stevedoring companies. 
 

Q8 For containers Australasian ports pose a reasonable benchmark given their 
 similar industry structure vis-à-vis NZ.  It is critical that the comparison 
 measures are identical.  After that the limited scale for most NZ ports will be a 
 challenge. 
 



Port of Napier Ltd.International Freight Transport Submission 
7 

 

 

Q9 Yes; but cannot rely on any factual data.  It is believed that the investment in new 
 equipment and technology and labour market reforms drove improvements in port 
 performance. 
 
Q10 Yes; but again cannot rely on any factual data.  Equipment limitations as  
 exchanges grew larger and issues with some shipping line planning practises.  
 Increased regulatory hurdles i.e. RMA and more restricted labour practices also 
 accentuated and slowed improvements. 
 
Q11 There are two main areas of measuring profitability.  The first is the efficiency of 
 the operation to turn $1 revenue into profit i.e. measure of margin.  These ratios 
 measure operating efficiency and an example is the operating profit margin being 
 EBIT/Revenue.  The second area of profitability measurement is the return or 
 profit from the shareholders’ investment (Return on Investment, ROI) or the assets 
 deployed (Return on Assets, ROA).  These measures include P/E, EBIT 
 Shareholders’ Funds or EBIT/Assets.  The problem with the P/E ratio is that only a 
 few NZ ports are publicly listed.  Similarly comparison of ROI and ROA measures 
 is dependent on a consistent asset valuation basis with many NZ ports having 
 varying approaches to valuing their assets. 
 
Q12 We believe that while NZ port profitability varies as documented in port company 
 annual reports, it is incorrect to state that it is a “systematic problem”.  Clearly 
 some ports are struggling at the moment while others are more successful.  This is
 a similar situation that could be found in most industry groupings across NZ.  
 Similarly, it is incorrect to state that “excessive profitability” exists.  There are 13 
 main NZ ports operating in a country that is only 1,600km long.  Therefore, port 
 competition for cargo and in particular container cargo is intense.  Likewise the 
 leverage and strength, often with political and business influence of many large 
 bulk exporters/importers in their hinterland, negates any perceived geographical 
 strength a small regional port may have.               
 
Q13 The nature of investment decisions by ports tend to be in long run infrastructural 

type assets where the commercial return cannot be matched with a long term 
commitment from international container lines. 

 
Investments have been a combination of replacement capability and new facilities 
/capacity as cargo exchange volumes and ship size has progressively increased.  
Creating berthside storage and berths is pivotal for efficient operations. 

 
Investments by the Port of Napier over the last 10 years has created more land, 
berths and cargo handling capability.  Capital dredging and two new tugs (a once 
in 35 year purchase) provide future proofing against size creep in every class of 
shipping but also providing for the continuance of the existing trades i.e. vessels. 
 

Q14 No.  As per our response to Q3, there needs to be an improved understanding as 
  to the patterns of trade (involving 4 broad supply chains) which rely on a number 
 of ports, many smaller but nonetheless specialist facilities serving a handful of 
 specific trade types e.g. aluminium smelter, logs and or other forestry products. 
 

Fluctuating world commodity prices can restrict the ability of some bulk 
commodities in their ability to travel to anything beyond their closest (regional) 
port.  Any attempt to rationalise ports will hurt those regional export economies 
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and exporters in particular, who have pulled NZ through the last decade – 
particularly the forestry products sector. 
 

Q15 The current ownership model appears to have had little or no impact on port 
 development and an efficient service offering.  Many local authorities’ shareholders 
 view their port shareholding as a long term strategic investment assisting regional 
 economic development.  Whilst that has undoubted merit, a bigger question could
 be whether more shareholder value could be derived from a wider public/private 
 shareholding mix. 
 
Q16 So long as the Port Companies Act 1988 principal objective is embraced,  there is 
 little need for regulatory or ownership changes.  It may be suggested that this 
 principle is independently and more rigorously reviewed for all ports.  
 
Q17 There are a variety of models that currently operate here at the Port of Napier.   
 Contracting out and landlord models only offer an improved outcome if the 
 alternative is attractive to a third party operator.  NZ’s limited scale – 
 particularly in  respect to container terminals – may be a factor.  In the Port of 
 Napier, the majority  of container terminal stevedoring is already contracted out; 
 as is container washing and repairs, most bulk cargo is manned by contracted out
 labour and dedicated facilities are leased directly and operated by the  
 exporter / importer themselves.. 
 

Productivity is a combination of the effectiveness of the inputs, plant, capital, and 
labour practices.   
 

Q18 The inability or freedom to contract with other than CTU affiliated unions is a 
 major barrier to progress in achieving changes in labour arrangements.  It is near 
 impossible to test without considerable and costly disruption to shipping lines, 
 exporters and importers. 
 

Many ports employ staff on permanent contracts as the most pragmatic response 
to skill retention despite there being significant differences in utilisation between 
peak and low season activity and the uncertain nature of ship arrivals etc. 
 
Enhanced flexibility is highly desirable, with the most obvious opportunities being 
in multi-skilling.  Currently cost structures are often dictated by very specific union 
coverage and work rules; there is potential to merge roles, through additional 
training and alike to facilitate a more flexible multi skilled workforce. 
 
The waterfront as a whole within NZ is still highly unionised which in itself is not a 
negative, but the use of that influence and power can be highly unproductive.  
Confrontational management practices have also contributed to less than positive 
outcomes. 
 

Q19 As a port we are not directly able to comment; international industry 
 magazine indices suggest however that NZ exporters particularly pay more 
 than for other trade lanes. (See Appendix B – for reference to an example within 
 the “Alphaliner” Report on page 19).  Again, however, the size and nature of both 
 import and export container markets and seasonality, etc. will  obviously impact on
 those figures. 
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There is one practice which appears in need of scrutiny.  Shipping lines levy “Port 
Service Charges” to importers and exporters.  A variety of approaches are used 
however few reflect the actual cost of port charges in NZ to the individual shipping 
line.  Depending on the destination and type of cargo being shipped – especially in 
refrigerated containers – the actual Napier port charges amount to approximately 
2.5% of the cost of a 40’ reefer box being exported to Europe for instance.  One 
has to question the focus of the study on ports, given the materiality of the 
problem. 
 

Q21 From a philosophical perspective, protection of (non-NZ) shipping lines by virtue of 
the Shipping Act 1987 is out of step with NZ’s general regulatory  environment as 
well as that of most overseas jurisdictions.  Although this is now being questioned 
overseas particularly in the EU.  As foreign owned entities with no direct interest in 
NZ and the ability to literally float their assets (ships) to another part of the world, it 
is questionable whether such protection is beneficial for NZ shippers and NZ 
society at large. 

 
Q23 Yes; the Commerce Commission has a high level of technical expertise to assess 

all the competition issues.  More so than MOT in the current enviornment. 
 
Q24 To what extent is there clear evidence that NZ exporters and importers are 
 paying internationally comparable rates relative to the prevailing market?  Indices 
 are widely published  overseas but not for NZ specifically. 
 
Q46 Anecdotal evidence suggests that the combined charges of all the government 
 agencies are higher than the individual port charges on a percentage basis.  It is  
 believed that there is more scope to reduce compliance costs and improve 
 efficiency in this area compared to port costs and productivity. 
 
Q47 As a service partner it is difficult for ports to critique from the standpoint of 
 shipper based efficiency. 
 

Taking a broad view if time is an important component of efficiency, then ports 
operate in a 24/7 environment yet that is not matched by border agency availability 
and resources.  This suggests the need for different approaches such as vesting 
some inspection roles with ports which have a 24/7 presence for instance.  This 
would keep import cargo moving more quickly than is currently the case. 
 

Q48 While ports are not fully qualified to comment, there is one aspect in 
 particular which should be highlighted.  NZ’s international security  obligations are 
 signified by exporters having to lodge a CEDO (Customs  Export Delivery Order) 
 prior to loading aboard an international vessel. 
 

While the majority of exporters fully comply so their cargo/containers load aboard 
vessels as booked, there is a small minority that use container terminals as free 
storage.  Bookings roll from one vessel to the next, leading to operating 
inefficiencies within container terminals as errant containers are double handled as 
un-despatched cargo, awaiting instructions for a future vessel.  This causes a 
waste of port resources. 
 
To overcome this tendency by some exporters, CEDO’s should be lodged before 
the cargo is accepted at the load port.  An appropriate fee regime may further 
encourage containers to be shipped as per the booking (and original CEDO). 
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This is material and it is interesting to note that some shipping lines are 
implementing extra fees for containers that do not ship as originally booked.  This 
would in turn decrease the average transport time for exports. 
 

Q49 A far quicker adoption of the paperless Trade Single Window project (as  part of 
 the Joint Boarder Management System promoted by MAF and Customs) would 
 greatly simplify current processes relating to a range of border issues, 
 including security.  A single electronic entry covering all imports and exports 
 and transmitted seamlessly to all parties in the logistics chain is essential at the 
 earliest opportunity. 
 
Q51 Government policy settings across road, rail and coastal shipping (both domestic 
 and international vessels) need to ensure a level playing field otherwise there will 
 be efficiency losses as current settings disadvantage domestic coastal shipping. 
 In addition improved recognition of NZ’s key (export) freight routes with transport 
 infrastructure to match need.  Please see our comments relating to Q3. While 
 coastal shipping does not receive explicit government subsidies, it appears 
 as though it enjoys a favourable charging regime within Ports as highlighted by the
 relative domestic transport mode costs contained in Table 10, Section 4.7 of the 
 Issues Paper. 
 

The fact that coastal shipping holds only a minor share of NZ’s domestic transport 
industry is a commentary regarding the industry environment whereby coastal 
shipping is the poor cousin to international shipping.  Unless coastal shipping can 
operate with absolute surety at rates less than direct calls by international 
(container) lines, it will remain all but a bit player. 
 
International shipping operates in an extremely fluid way, with almost constant 
change and apparent limited commitment to shippers and service partners i.e. 
ports.  The root cause of this operating model is unbridled global expansion of ship 
capacity.  As a rough rule of thumb, tonnage growth internationally has been 2 – 4 
times world GDP growth over the last 5 – 7 years.  As the world economy ebbs 
and flows excess tonnage has led to severe revenue fluctuation, mostly 
downwards, although NZ appears to be a general exception to the trend. 
 
International shipping has been said to be the most pure example of demand and 
supply economics; a downturn or rise in a trade lane can be remedied within a few 
weeks such is the ease with which the industry’s prime assets – ships – can be 
floated into or out of a particular trade lane. 
 
A flow on effect (in NZ) of the above fluidity is the lack of supply certainty.  
Shippers react by keeping their contracts ‘short’ which in turn fuels the fluidity. 
 
Coastal shipping is one of the parties most affected by the fluidity, unable to plan 
ahead with the desired level of certainty, becoming subject to change on a monthly 
– bi-monthly basis. 
 

Q53 The principal issue is loss of shelf life for high value food exports in 
 particular as well as extending the collection cycle or conversion to cash 
 for exports and imports respectively. 
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Q54 Sources of delay are slippages in shipping schedules and missed  connections.  
 Some delays are due to poor shipper practice i.e. a failure to complete CEDO’s 
 prior to loading such that containers do not load as  booked. Shipping line 
 container shortages can also delay boxes being made available to exporters for 
 packing and shipment. 
 
Q55 The answer is yes although the opportunity is not necessarily universal.  
 Investing vertically doesn’t however always require a different regulatory 
 approach but it may assist – an open mind to opportunities is part of the  answer.
  

Napier for instance has formed a close working relationship with KiwiRail over the 
last 2 – 3 years with the ‘new’ organisation being considerably more progressive 
when compared to its predecessors. 
 
The nature of the relationship includes the Port investing in specialist rail 
equipment and improved on port rail infrastructure for our mutual benefit.  It would 
be interesting if greater rail network access is possible to enable different 
investment proposals to be investigated. 
 

Q57 Decisions on port infrastructure should remain with individual ports or more 
 correctly their governance structures.  On the basis that most ports in NZ are 
  serving a useful commercial purpose, it would be somewhat dangerous and 
 disingenuous for centralised strategic planning when there is no accountabilities 
 for the end outcomes particularly at a regional level. 

 
Significant pathways already exist many with a strong regional presence, 
particularly for exports.  It would seem manifestly wrong to automatically assume 
that a metropolitan hub port focus or overall NZ Strategic Plan is the answer to 
greater logistics efficiency.  Worse still that the needs of several major exporters – 
accounting for less than 20% of total exports – is the basis upon NZ’s future 
logistic chain being designed to fit their own needs.  We would not want a return to 
the position of the 1980’s with the New Zealand Ports Authority and the non-profit 
Harbour Boards and the Waterfront Industry Commission.  All these had high 
ideals similar to those mentioned, but the complexity and variability of supply 
chains to each individual exporter/importer, doomed them to failure.  We don’t 
want to repeat past mistakes.  
 
The Port is happy to further expand on its view about the current co-ordination of 
decision making. 

 
It is dangerous in our view, to vest authority if it were to lose recognition of the 
origin/production base of NZ’s exports – in the main ports well outside Auckland 
and Tauranga, remembering that Napier is the second largest export port in NZ 
(behind Tauranga but ahead of Auckland). 

 
Q58 There is certainly scope for greater consolidation of ports providing there is a 
  preparedness to do so whilst market factors should be the principal driving force.   
 

As to greater integration with domestic transport operators, the benefits of doing so 
are less certain due to the multiplicity of shipper needs although the Port is 
working far more closely with KiwiRail and rail volumes have increased 
considerably. 
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It would be helpful for the Commission to be more explicit about perceived co-
ordination problems which lead to apparent inefficiencies. 
 

Q59 For the purposes of accuracy, the following response is in relation to efficient 
 agreements between ports and container shipping lines. 
 

Agreements are ostensibly a matrix of prices to be charged by the port to the 
shipping line as well as some obligations upon the ports.  This Port has attempted 
to qualify agreements such that sound pricing and defined service delivery i.e. 
loading rate, is provided in return for a defined level of ship calls and containers to 
be handled on an annual basis. 
 
We use Standard Conditions of Service and Port Regulations which have at their 
heart a contract for service modelled on the UK Standard Conditions of Towage & 
Other Services (revised 1986) as is recommended by the port industry insurer, the 
TT Club. 
 
To obtain a counter signature is extremely difficult; most lines insist on their own 
contract which invariably points to contract jurisdiction well outside NZ i.e. The 
Hague.  NZ legal advice has consistently been to steer well clear of lines 
international contracts due to their overly punitive nature. 
 
The reality is that most business is transacted on the basis of a price schedule 
although under our Standard of Conditions Service/ Port Regulations (continued) 
use of the Port and its facilities is deemed to be a contractual acceptance of those 
terms. 
 
Even in the relatively rare instances of the Ports contract being counter signed, no 
line has ever fulfilled its obligations re notice of service changes or re-negotiating 
pricing when activity falls (well) short of the basis for pricing (i.e. volume 
achievement). 
 
In summary, until lines are prepared to accept NZ as the place of jurisdiction and 
use an even handed dual obligation contract, there is little benefit in trying to 
pursue anything more complex than a matrix of prices. 
 

Q60 Asymmetry of bargaining power between ports and container shipping lines 
 certainly exists as highlighted in Q59. 
 

The lines take a master/service approach and provide no commitment to service 
tenure, cold comfort in an industry with significant capital requirements for those 
handling the largest vessels operating in NZ – Napier being one of those. 
 

Q63 The principal transit delay cost issue sits with imports and there are several 
 potential contributing factors, particularly in respect of containerised imports: 

• Biosecurity delays while MAF clear high risk cargo and empty containers (not a 
24/7 operation) 

• The NZ standard of three ‘free days’ for demurrage of containerised imports 
(day of discharge plus two working days) encourages some importers to defer 
pick up until just prior to the expiry of the free days. 

 
For exports there are two possible factors: 
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• Use of the container terminal and container as low cost storage vis a vis 
storage at the exporters pack point. 

• In some cases a failure to arrange CEDO’s can further delay some shipments 
as noted above or as a standalone reason.  A requirement for CEDO’s to be 
provided before export containers are received at port is one possible 
regulatory remedy, along with penalty charges to discourage booking failures. 

 
Q64 NZ’s significant export bias is the prime reason for the empty container 
 imbalance, particularly as some 70% of NZ’s full imports are discharged in 
 Auckland and the majority of exports are located elsewhere in NZ, mainly in 
 regional locations. 

Practically this Port has employed a strategy of attracting import business such 
that the predominant 40’ general containers once devanned are available for 
burgeoning forestry products exports in particular. 
 
The above example is of little benefit in respect of reefer containers.  The most 
practical approach is to discharge inwards empty containers directly at the nearest 
port of initial export, thereby reducing internal transport transfer costs. 
 
Given that there are such uneven flows for general and reefer containers, 
ultimately the market resolves these matters. 
 

Q65 We urge caution, in considering the benefits to NZ Inc, of any hub and spoke 
 configuration, and that there is potentially more risk and costs than benefits. If logic 
 prevails, and those lobbying for a hub and spoke based on a North Island port 
 rather than an Australian port are correct, (increased cost, longer transits not in 
 ‘NZ Inc’ long term interests etc.) then the same negatives must apply to the other 
 regions of NZ against a single NZ hub port. 
   

If anything the hub and spoke concept highlights that the most likely solution is 
enhanced use of coastal shipping through existing regional ports where there is 
more than sufficient port infrastructure in place to cater for a rapid increase in 
coastally-shipped volumes. Getting the right capacity balance between coastal 
shipping and road or rail alternatives will be extremely challenging given the 
seasonal nature of our container trade along with the regional imbalances both 
empty/full, north/south and import versus export. 

 
Will all shippers want to follow the leader to a 7000 TEU vessel service? Un-
likely. Will all the lines follow each other and create a 'one size fits all' 
operating method? Again unlikely, as not all shipping lines subscribe to the 
approach that bigger ships produce an improved outcome for line and shipper 
alike. 

 
We feel that competition between lines and for shippers will probably result in 
a continuing evolution of the current mix of shipping services. There will likely 
be a range of services, perhaps one large-vessel option (augmented by 
increased coastal shipping) as well as other services using mid-sized vessels 
(a workhorse of perhaps 4000-5000 TEUs capacity) continuing to make direct 
calls to four or five main ports (Auckland, Tauranga, Napier, Lyttelton and Port 
Chalmers). Other lines with smaller vessels may continue to make calls to 
regional ports, either direct deep-sea, NZ coastal, or ANZ. 
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Several lines already offer a one North Island/one South Island hub. It is an 
important service, but it has yet to dominate as the prime operating model for all 
New Zealand container services. History shows that a change in port and/or 
rotation by one line quickly sparks competitor line responses, with service 
voids promptly filled. 

 
Vessel upgrades continue to occur – a 4500 TEU vessel is currently the largest 
vessel in service in New Zealand (and Asia), including calls to Napier. Such 
changes do not necessarily pose a challenge to our ports if the cascading 
pattern of incremental fleet change continues. Draught is primarily an issue for 
the first and last load ports. Mid-ports are more readily able to 
accommodate larger ships with deeper draught. 
 

When assisted by the operator – such as having vessels arrive with an 
even keel – port transits of large vessels can reliably occur without 
necessarily needing a quantum capital investment. At times this may be 
unavoidable, but in the main we shouldn't expect it to amount to a 'big bang' 
all-or-nothing approach as some parties suggest. 

 

There also seems to be concern that unless the country invests for 7000 TEU 
vessels, New Zealand will suffer the indignity of being subjected to feeder 
operations in support of larger Australian-oriented services. But doesn't this 
currently occur? One assumes that the shippers who support such services are 
happy to do so. 

 

If this type of network development gathers pace – and shippers are happy with 
the resulting passage to/from market – then NZ Inc may be better served by not 
having to invest hundreds of millions in infrastructure development.  As an adjunct, 
a theme reported in overseas media is the mismatch in the scale of port and 
container terminal development costs (to support large vessels) and apparent 
shipping line unwillingness to pay increased port charges directly in 
proportion to those very high costs. 

 
Any potential move to 7000 TEU vessels could be a complex issue if it occurs 
in one large leap. Most of the time, however, change is more gradual, and we 
have the time to make considered investments to ensure that the outcome 
increases New Zealand's international competitiveness. 
 
It must also be remembered that a hub and spoke configuration only works for 
containerised exports which are still only a small part of the overall export tonnage 
handled at NZ ports. 
 

Q69 As per our response to Q49, the Trade Single Window (TSW) project is an 
 essential component in the sharing of data to achieve improved co-
 ordination and efficiency. 
 

This Port is the NZ ports industry representative on the project team – a joint 
Customs and MAF initiative (otherwise known as JBMS). 
 
Our desire to be closely involved in TSW is based on the belief that it is a unique 
opportunity for NZ to move to an entirely electronic means of transmitting key data 
once to all relevant parties in the logistic chain. 
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TSW will improve data accuracy, speed of transmission and contribute to a more 
efficient process – a single entry in electronic form in a timely manner. 
 
The suggested implementation of TSW is unfortunately not for 3 – 4 years.  It is 
suggested that this project be provided more resources to expedite its introduction. 
 
General knowledge of the logistics industry is limited.  Again this company has 
been recently involved in contributing throughput data (containerised only) to MOT; 
in time this may be expanded to include bulk cargo data. 
 
The purpose of the MOT work is to improve industry understanding, least of all for 
Government purposes.  On this point the TSW project may supersede this work in 
time. 
 

Q71 No.  We voluntarily provide data to MOT as noted above and believe this is 
 sufficient.  We certainly don’t want to add additional costs through mandatory 
 requirements. 
 
Q72 If NZ’s future is likely to be focused primarily on the Asian block, it brings  with it 
 the considerable benefit in that region being far closer than our traditional 
 markets in Europe and the US. This augers well for reduced transit times, 
 something of  the order of 14 days or less. 
 

We are optimistic that given the above outlook, NZ will be well served by 
international logistics / shipping; already Asia is served by direct services from NZ 
(and not hub / spoke elsewhere in Asia i.e. Singapore) and more services are on 
the horizon. 

 
Q74 There may be an implied stance that it is beneficial to have centralised strategic 
 planning being able to provide superior outcomes.  If only it were  that easy; the 
 pivotal issue is the global reluctance of shipping lines internationally to make 
 long term commitments in order to retain flexibility  and competitive options.  
 
Q77 Yes, where it is appropriate and easily available at minimal cost. 
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