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What has the Commission been asked to do? 

Q1 Are there important issues that may be overlooked as a result of adopting an economic 
efficiency perspective. 

In addition to pure “economic efficiency” it is important that the following aspects are also 
considered: 

• Financial sustainability  

• Environmental impact and sustainability 

• Social wellbeing 

Context 

Q2 Is the framework described in Section 3.2 appropriate for this inquiry? Are there any 
important issues that might be missed? 

Overall the framework is appropriate for the inquiry, however: 

1. We believe ports should be coloured light orange in Fig2 as there is an element of 
competition between some ports.  This is explicitly evidenced by initiatives such as 
Tauranga’s Metroport operation in Auckland and Lyttelton’s “South Canterbury Rail 
Service” capturing cargo from Timaru and Temuka 

2. The view expressed on Page 7 that sea ports compete with airports and sea freight 
competes with air freight has limited applicability.  Given the cost differentials between 
the two modes of transport, we cannot think of an example where this is the case in 
practice choice of air over sea invariably is product requirement driven 

3. There is an important interplay between competition and efficient investment in that 
one may discourage the other in a low volume market as in New Zealand. 

Q3 Which components and component interfaces warrant greater attention? What is the 
evidence that they are inefficient? What contribution could changes make to an 
improvement in the overall efficiency of the freight system? 

Overseas (international) shipping, there being evidence of inefficiency in the form of 
continuing volatility in services and the fact while internationally there has been a trend to 
bigger more efficient tonnage, NZ services have witnessed a Shift to smaller more expensive 
tonnage.  

Ports / stevedoring ( need to considered as one in the context of containerisation), the 
proposal shows these two elements as separate, within the context of containerization they 
should be shown and reviewed as one, this reflecting the actual business model. 

Ports and the interface with their shareholders, i.e. payment of dividends to support the 
councils’ general expenditure needs when investment in the ports is required. 



 

Q4 What environmental considerations should fall within the scope of this inquiry? What issues 
are of particular importance? 

Environmental considerations that should fall within the scope of the inquiry include: 

• Likely impact of carbon tax / costs on fuel components of the supply chain (both the 
NZETS and any potential international regulation e.g. IMO) 

• With respect to ports constraints on port development (RMA) and the threat to plus 
port corridors and footprints from encroachment and regulation e.g. noise. 

Efficiency of individual components 

Q5 To what extent is there effective competition for customers between New Zealand ports? 
Has this led to lower prices and incentives for productivity improvements? 

Port customers have traditionally been considered the carriers and port competition has been 
focussed on attracting and retaining ship calls.  There is some evidence of incentives being 
provided by ports to carriers to attract business but there has been little evidence of these 
carrier cost advantages being passed to shippers presumably because in most cases shippers 
represent a captive demand pool with little choice. 

Further, competition for cargo with shippers has been limited between the individual ports.  
With the possible exception of hinterland overlap for Auckland and Tauranga (Waikato) and to 
lesser extent for Lyttelton and Timaru, due to landside transport cost and insufficiency most 
ports have effectively exclusive hinterlands for most shippers.  While larger shippers may be 
better placed to secure landside options to become port agnostic – Small shippers have largely 
been relegated to using the closest port.   

Refer to the Charles River report (2000?), this suggested not for bulk sector, nothing has 
changed since in fundamental terms, in the container section significant change due the trend 
to bigger / less ports means fewer practical long term port options hence ultimately will 
increasingly become an issue.   

Q6 What are the most appropriate and reliable data available to measure port performance 
and productivity in container handling? 

Needs to be looked in a number of separate segments: 

1. crane / port productivity as it relates to ship working, which could be compared with 
international numbers quite objectively e.g. the Australian waterline report 

2. the actual crane / berth usage, care has to be taken this is not compared directly with 
overseas comparisons as frequency of services etc. will vary significantly and key in the 
NZ context should ship working productivity ( the cost of an extra crane or straddle is 
potentially nothing compared with delay in vessel and resulting extended SC costs). 

Comparative data sets are available: 

1. Big Ships report 

2. ARH report 

3. Rock point report 

4. Ports annual reports  
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Q7 What are the most appropriate and reliable data available to measure port efficiency and 
productivity in handling bulk cargo? 

Internationally accepted measures such as Berth Occupancy, Average Waiting Time for 
Berthing, Operating Hours (i.e., some ports in Asia only operates 0700 HRS to 1700 HRS 
Monday to Friday), Net Loading/Unloading Rate per Hour for Bulk Commodities (Logs, 
Woodchips, Oil, Coal, etc.) 

Q8 Which overseas ports are appropriate comparators for New Zealand port performance? On 
what basis should this selection be made? 

Any port with similar volumes and mix are appropriate if comparisons are done at a high level 
and the corporate and terminal structures are similar. 

The most appropriate comparative factors would be as outlined in Q6. 

Q9 Did port productivity improve during the 1990s? What were the drivers of those 
improvements? 

Port reform had delivered significant change in the form of in hours of operation, more 
flexible labour arrangements and improved commercial focus.  Since port productivity was 
starting from such a low base efficiencies gains were relative easy to identify and extract. 

Q10 Did the rate of productivity improvements flatten during the 2000s? Why? What might 
reinvigorate performance improvement? 

Productivity improvements eased off during the 2000's as the majority of the easy wins had 
been delivered during the 1990s.  However, some operations such as Port of Tauranga which 
saw good cargo growth and had a heavily underutilized footprint were able to continue lifting 
productivity. Ports such as Auckland continued investment in robust systems and new 
technology (such as cranes) that ensured performance did not slip with increased volumes and 
bigger exchanges taking place but their effectiveness remained constrained by unfavourable 
industrial relations environment within the port. 

Q11 What is the most appropriate way to measure port profitability? What is an appropriate 
rate of return on assets and equity? 

Return on Investment is a reasonable measure; however it needs to be applied consistently 
across the port sector.  Suggested key considerations: 

• Defining an “Asset Base” i.e., Assets that are deployed to provide the marine and 
related logistics services to commercial shipping services, importers and exporters. 
(Some of the recreational assets and other non-shipping related property values and 
development investment should be excluded) 

• Pre-defined Asset Valuation Methodology giving consideration to the annual changes in 
asset value 

• The ROI calculations therefore should reflect the pre-defined “asset base” and relevant 
operating profits and capital gains relating to the asset base 

• Return of Equity measure used by the ports ignores the annual changes in asset values. 
(i.e., Capital gain along with operating profits should be considered in calculating the 
Return on Investment. Current ROI calculation ignores this and calculates ROI as a ratio 
of net-operating profit over re-valued asset). 



Q12 Is there evidence of a systemic problem of low port profitability? Or conversely, excessive 
profitability? 

It is important that port profitability is measured consistently across the port sector using a 
pre-defined methodology (Similar to the one suggested above Q11). Ports own a diverse range 
of assets and some of these assets have no relevance to providing the intended commercial 
shipping services. Therefore current profitability measures do not provide an accurate picture 
across the sector to make an informed statement. 

Troy Newton of KMPG has carried out a number of annual studies on port financial 
performance looking at profitability and ROC.  In summary these found that most/all ports 
returned less than WACC. However, this should be considered in light of the Return on Equity 
comments outlined in Q11 above and the at times conflicting regional social engineering role 
required of many ports by local government shareholders. 

Q13 What levels of investment have ports undertaken in recent years? Are they consistent with 
accessible and efficient services to exporters and importers? Is there an over- or under-
investment problem in ports? 

• Actual numbers are contained in the ports annual returns 

• Some ports have over invested ( New Plymouth, Timaru, Wellington) while others have 
underinvested ( Auckland Tauranga PC, LPC) 

• As a result service efficiency is being compromised ( see Big Ships report) 

Q14 Does New Zealand have too many ports for a small country? If so, what barriers are 
inhibiting rationalisation? 

This can only be answered by differentiated between container terminals vs break-bulk port 
operations. 

For containers, NZ has too many ports trying to be the same thing; operate the same business 
model which may not be sustainable.  This has already resulted in a number of ports reviewing 
the future viability of their deep sea container terminal operations.  There is a potential role 
for all ports but perhaps not serving deep sea vessels.  In the absence of cost effective 
nationwide landside transport solutions to consolidate cargo to hub ports enabling greater 
vessel choice, there could/should be an emerging role for specialist coastal feeder ports 
feeding larger hub ports. 

This situation for break-bulk operations is different.  The topographical features of NZ, the 
relatively low level of infrastructure investment required and the prevailing “shipper charter” 
model employed supports the continued use of closet port as the more efficient model and 
thereby the relatively high number of port operations. 

Rationalisation of the port sector and/or business model adaptation to facilitate the 
emergence of port specialisation has arguably been inhibited by a number of factors: 

• Catch 22 of ports requiring cost effective coastal feeder vessel services in order to 
specialise and coastal feeder operators requiring specialist low cost port operations to 
compete. 

• Local government ownership - parochial and not entirely commercially/efficiency 
focussed – social engineering aspect – securing local jobs. 



Q15 Has local-authority ownership of majority stakes in New Zealand’s commercial ports 
inhibited, enhanced or been neutral for the development of a more efficient and productive 
Port sector? 

Where ownership has been 100% it could be suggested it has in some cases this inhibited a 
more efficient port sector, this however reflects individual management behaviour. 

Q16 What changes in governance, regulations or ownership would offer the best means to 
improve port performance for exporters and importers? 

Local ownership in ports is valuable however a compulsory part listing could potentially bring 
improved commercial rigor to investment policy. 

Q17 How much variation in the efficiency and productivity performance of ports is explained by 
the way that within-port activities are organised? Do ‘contracting out’ and ‘landlord’ models 
offer a way to increase competition for the benefit of exporters and importers? 

• NZ  ports have insufficient cargo volumes to have fully outsourced to multiple terminal 
operations competing for cargo at the same port 

• Outsourcing a port to a single operator (APMT, Hutch, DPW etc.) runs the risk of cost 
increases and no offsetting increase in efficiency 

• Tauranga’s model of “soft” contracting out has delivered better productivity and 
efficiency outcomes than a fully insourced  model employed by the other ports 

• By soft I mean retaining control through equity but accessing benefits through flexibility 
and minimising inefficiency through duplication 

• Splitting landlord and operator roles can be made to work but needs strong checks and 
balances to ensure desired outcomes are achieved 

Q18 To what extent do inflexible labour practices and difficulties in employer-union relationships 
remain an obstacle to lifting efficiency and productivity at New Zealand ports? 

Cannot quantify the precise “extent” but indications are that rigid labour practices for e.g. 
Bledisloe and Fergusson collectives did hold back much needed structural reform at POAL.  
See Net Crane Rate in Big Ships Report 

Terminal costs at NZ ports however are low when compared internationally – see ARH report 

Q19 From the perspective of New Zealand importers and exporters, to what extent is the 
international shipping industry competitive? 

At a national level nominally shippers have choice between carriers however choice is 
increasingly cosmetic as most vessels are shared across multiple carriers limiting choice in 
service delivery (transits etc.).  Carrier ability and propensity to constrain supply has meant in 
reality choice has been negated particularly during the peak demand period 

At an individual port level shipper choice is significantly more limited or non-existent e.g.: 
Bluff is only served by 1 carrier. Only shippers with ability to present cargo to the “hub” ports 
of Auckland, Tauranga, Lyttelton and to a lesser extent Port Chalmers and Napier enjoy 
significant choice in carrier and vessel. 



Q20 To what extent have collaboration agreements between international sea carriers been 
helpful or harmful to the interests of New Zealand importers and exporters? 

Collaborative VSA agreements between shipping lines have enabled an increase in the average 
vessel size calling New Zealand, reducing the average cost per unit of capacity to the 
carrier.  However, this has been at the expense of freight owner choice in service 
delivery.  Carrier collaboration has also arguably been used to artificially constrain capacity 
creating an environment whereby a reduction in the cost to serve has rarely translated 
directly to a price to serve reduction for freight owners. 

It should be noted that use of collaboration to artificially constrain capacity is a relatively 
recent phenomenon.  Historically the ability for carriers to collaborate has served NZ well, 
facilitating the introduction of scale operations and the reducing volatility of supply by 
improving the financial sustainability of services for the carrier community.  This highlights 
that carrier collaboration can and has worked but given the increased global financial 
pressures facing lines, NZ would benefit from additional protection from carriers obtaining 
unfair advantage. 

Q21 What is the basis for the different regulatory treatment of imports and exports under the 
Commerce Act and Shipping Act? Is this differential treatment justified? 

The basis for the different treatment of imports and exports is largely historical – and now 
largely irrelevant.  The Australian Trade Practices Act 1974 contains a number of exemptions – 
including a detailed regime in Part 10 for outwards shipping – and the New Zealand 
Commerce Act 1986 was modelled closely on the Australian legislation. 

The then rationale for excluding outward freight services was that international shipping gave 
rise to complex conflict of laws issues (ie, is the service governed by the law of state where 
carriage originates or ends) and potentially involved state to state policy considerations that 
would be better handled by a regime under direct Ministerial control than a newly formed 
Commerce Commission being a statutory body expressly independent of Government.  This 
was at a time when the US Department of Justice was aggressively pursuing extra-territorial 
anti-trust actions and threatening the shipping conferences – which included the then state-
owned NZ Shipping Corporation. 

Hence, the exemption for inwards and outwards carriage of goods by sea:  s44(2) of the 
Commerce Act. 

In addition, there is an exemption for contracts relating “exclusively to the export of goods 
from New Zealand or exclusively to the supply of services wholly outside New Zealand”, 
provided there is full notification of the relevant contract to the Commerce Commission with 
15 working days:  s44(1)(g) of the Commerce Act.   

Again, this exemption has its origins in an equivalent provision under the Australian 
legislation.  There, ACCC maintains a “closed” register of export contracts. 

Here, that exemption has seldom been used – largely because it is unknown (eg, it is not 
referred to in the Productivity Commission paper) or because firms are reluctant to disclose 
voluntarily details of their commercial arrangements to enforcement bodies.  I have suggested 
it be tried on a couple of occasions; but clients have always baulked.  That is because the 
Commerce Commission cannot guarantee confidentiality as its refusal of an Official 
Information Act request would be reviewable by the Ombudsman.  There is also no certainty 
of protection – the Commission simply receives the contract, without confirming that the 
exemption applies. 
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With both exemptions, the policy rationale is that any additional cost resulting from the anti-
competition practice will be “exported” with the relevant goods or service, so there will be no 
adverse effect on markets within New Zealand, or on New Zealand consumers.  Conversely, 
any economic rent arising from the anti-competitive goods or service will be retained by the 
New Zealand firm exporting the goods or service as a net benefit of New Zealand. 

That kind of differential treatment of exports is simplistic and no longer valid in a world where 
markets are increasingly global and the anti-trust or competition regimes of many countries 
are claiming jurisdiction well outside their national boundaries.  An exemption under New 
Zealand law for exports affords no protection against the laws of the country receiving those 
goods or services – especially where merely a telephone call or email sent to the recipient 
country may be sufficient to trigger jurisdiction.  By way of example, the Commerce 
Commission has just succeeded in its claim to jurisdiction over air freight services arranged 
and originating outside of New Zealand but terminating here. 

In short, regulatory treatment of imports and exports should be consistent – both mutually 
and with international best practice. 

Q22 Have any actions (foreshadowed or actual) been undertaken under the Shipping Act 1987? 
Does the Act deter unfair practices? 

We enquired two years ago (in the context of the proposed Lyttelton and Otago ports merger) 
of Ministry of Transport for full particulars of the processes prescribed for Part 2 of the 
Shipping Act; and details of any occasions on which those processes have been implemented. 

The response then was that Ministerial “regime” had been in abeyance for some time.  The 
Transport official to whom we spoke described it as “toothless”.  Indeed, if a complaint against 
conduct by a shipping line or shipping lines were received, the Ministry’s first task would be to 
decide what kind of procedure it would follow.  The Ministry had no specific process set down, 
but would endeavour to deal with matters on a case by case basis if they arose.  There was no 
institutional memory of any such matter having arisen. 

That is in stark contrast to Australia where Part 10 of the Trade Practices Act prescribes a 
detailed regime enforced by the Australian Minister of Transport, but with ACCC having the 
role of receiving complaints, investigating and reporting to the Minister.  Here the Commerce 
Commission has no involvement. 

The practical problems with a regime built around Ministerial discretion are predictability and 
transparency.  While Ministerial decisions are subject to judicial review, that is post facto.  An 
independent statutory body will have its processes and criteria for decision prescribed by 
legislation; its decisions must be reasoned and recorded; and it will develop and/or recruit the 
relevant expertise. 

The fact that New Zealand retains a special Ministerial regime to deal with constraints on 
competition in international carriage of goods by sea was subject to criticism in the 2005 
OECD Economic Survey of New Zealand and again this year.  The Surveys recommended that 
competition could be made more effective by eliminating the special regime, thus subjecting 
shipping lines to Commerce Commission scrutiny.  That has not happened; and Transport has 
no current proposal to amend or repeal the Shipping Act. 

Q23 Would the Commerce Commission be better placed than the Minister of Transport to 
oversee the regulation of international shipping services? 

Yes 
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Q24 To what extent do the current regulatory and competition regimes that affect international 
sea freight transport services work well or not for New Zealand exporters and importers? 

Please see responses to Q20 and Q25 

Q25 How do international shipping conferences permitted under the Shipping Act 1987 affect 
the accessibility and efficiency of sea freight services available to New Zealand exporters 
and importers? How strong or weak is the case for the exemption of conferences for the 
competition provisions of the Commerce Act? 

The conference exemption permits collaboration in both the supply of capacity and the setting 
of price levels.  There is ample evidence of this exemption facilitating capacity control through 
the proliferation of Vessel Sharing Agreements (VSA’s) or “code sharing” for ships between 
carriers which have enabled an increase in the average vessel size calling New Zealand, 
reducing the average cost per unit of capacity to the carrier.  This has been at the expense of 
freight owner choice in service delivery and while there is little evidence of deliberate price 
fixing between carriers, cost to serve reductions have not necessarily translated to a price to 
serve reduction for freight owners as under the exemption carriers have been able to 
artificially constrain capacity further limiting choice.   

While the international shipping exemption has the potential to benefit NZ in terms through 
lowering the cost to serve, the potential for abuse of the exemption to artificially constrain 
capacity and reduce competition has shown the case for exemption in its current form to be 
weak. 

Q26 What lessons can New Zealand learn from the different ways that competition law and 
regulators in other jurisdictions deal with international sea freight services? 

A number of key developed economies have processes in place to monitor and if required 
influence the international freight links with the world.  New Zealand should start by seeking 
to understand why and then how these economies have done this.  Examples economies to 
explore further should include the US (FMC), the European community and Australia? 

Q27-Q45 

 N/A 

Q46 What are the typical customs and biosecurity costs faced by exporters and importers? How 
are those costs broken down? Is there scope to reduce them? 

NZD10 (inc. GST) for export Customs per declaration (for secure export partner). The bio-
security for exports is more a NZFSA market access cost. The Customs cost will increase under 
the trade single window by about 25%. There is scope to reduce this increase as the fee may 
include depreciation 

Q47 Do New Zealand’s customs and biosecurity systems deliver the required outcomes 
efficiently? What initiatives might improve efficiency and effectiveness? 

Yes, from an export point of view, and subject to trade single window being implemented 

Q48 Does the World Bank’s analysis fit with the experience of importers and exporters? What 
opportunities are there to eliminate and/or streamline documents? Would this make a 
material difference in the total cost or speed of the logistics chain? 

World bank report rates NZ customs etc. services very highly, (top 5), Fonterra has a good 
working relationship with the agencies as we have invested heavily in systems to automate 
and remove paper from the process 
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However systems harmonisation needs to be delivered as exporters find themselves providing 
the same information to multiple agencies 

Q49 Are there any measures that New Zealand could undertake to reduce the security-related 
costs imposed on exporters and importers? 

 

Q50 What transactions costs are associated with import tariffs? Are there administrative or 
other changes that could improve the efficiency of tariff collection? 

The centralisation of collection activities for tariffs and duties onto customs agents – either 
dedicated or domiciled in a freight forwarder – and the development of electronic tool sets 
has resulted in a very efficient method of transaction. There are margins added to this activity 
but levels are considered reasonable if not negligible. 

Q51 What changes in domestic transport institutions, policies and regulations might lead to the 
greatest improvements in the economic efficiency of the international logistics chain? 

Policies, Transport Strategies and Investment Plans in road and rail infrastructure by  local, 
regional and central government should be aligned and support the economies of density, 
economies of scope and  economies of scale objectives of the total logistics chain.  

Enabling/encouraging collaboration and collaborate logistics services across the chain and/or 
within components to achieve positive externalities, where positives externalities and benefits 
outweigh the potential cost of collaboration and market power of consolidated entities. 

Q52 How competitive is the freight forwarding industry that serves New Zealand exporters and 
importers? Do the recent Commerce Commission investigations of a number of firms 
indicate that there are systemic problems, or that the regulatory and competition regime is 
working well? 

With the low barrier to entry to the freight forwarding industry, the market has a considerable 
number of freight forwarders, which results in very high competitive tension across a narrow 
scope of influence.  

When considering commercial offering, it is a necessity to separate scope into two main areas, 
domestic services i.e. customs clearance, market access/compliance, transport, 
documentation etc. and international freight.  

While domestic services are generally sold in a cost plus fashion and aggressively positioned, 
their influence on the total cost weighting is small. International freight charges from sea 
freight carriers contributes the most significant proportion of total cost, (CHRIS to insert 
commentary around cost plus pricing, constrained supply to exacerbate demand etc.) 



Efficiency of interfaces between components 

Q53 What are the costs of transit time to importers and exporters? 

See big ships report page 90 

• Opportunity cost 0.027% of cargo value per day and  
• Value of perishable goods depreciates at an exponential rate 

See Beef & Lamb presentation to 2010 ports conference re impact on transit time on chilled 
meat sector. 

Q54 What sources of delay contribute to transit time? How might those delays be efficiently 
reduced? 

There are many sources of delay in transit time: 

Cause Solution 

Dwell time at NZ ports Increase service frequency, reduce number of 
port calls 

Dwell time at international 
transhipment ports 

Minimise transhipments 

Service reliability Remove complexity - Consolidated services to 
larger faster vessels calling fewer ports 

 

Q55 Are there potential efficiency gains from vertical integration in New Zealand’s international 
sea freight services? What are the disadvantages? What might need to change in order to 
allow or encourage greater vertical integration? 

Advantages Disadvantages 

• Documentation benefits 

• Liability chain benefits 

• Coordination of asset deployment 

• Potential reduction in competition 

 

 

Q56 Are there potential efficiency gains from the vertical unbundling of specific components or 
activities in New Zealand’s international sea freight services? What are the disadvantages? 

Advantages Disadvantages 

• Carrier agnostic feeder services 
providing greater choice to freight 
owners in regional centres 

• Specialisation benefits 

•  
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Q57 Should decisions on investments in ports and in the associated infrastructure links to ports 
be left to the judgements of the individual suppliers of the separate components? Or would 
some sort of overall strategic plan provide useful guidance and some assurance that 
complementary investments will happen? 

Primary products comprise two-thirds of New Zealand’s exports by value and simply 
transformed manufactured goods a further 10 per cent.  Many of these commodities are 
relatively low value, so transport costs are an important component of the total costs.  Thus, 
access to and efficiency of international ocean freight services potentially affect the 
competitiveness of those products on world markets and the returns achieved by New 
Zealand exporters.  This access is hampered by an inability by NZ ports to service larger more 
cost competitive vessels. 

Left to individual infrastructure providers over time market forces may deliver an efficient of 
network of ports and domestic transport infrastructure that would support economies of scale 
but the questions remain:  how long would it take and how many poor investments would be 
made in the process? 

Two likely scenarios:  

1) No one invests due to magnitude of costs and lack of utilisation certainty  

2) Too many invest and assets are underutilised 

Q58 What is the scope for greater consolidation of ports, greater vertical integration of ports 
with domestic transport operators, or more use of long-term agreements between shippers 
and port companies, as possible means to overcome coordination problems and achieve 
more efficient international supply chains? 

NZ is disadvantaged by our distance to market and the relatively small fuel inefficient vessels 
serving the NZ coast.  The Dec 2010 NZ Shippers Council report has outlined the case for the 
introduction of bigger vessels. 

Bigger ship introduction will require significant investment within the port sector (channel 
deepening, berth length, crane capacity, container footprint etc.); in the transport links 
(Road/Rail/Coastal) connecting the big ship capable port to its hinterland; and an acceptable 
risk profile for the carriers.   

The absence of co-ordination/integration between all three of these elements will inhibit the 
necessary investment to deliver supply chain efficiencies. 

Such coordination will likely require a strong coordinated demand signal as a catalyst to 
collaboration and investment.  The recently launched Kotahi, a joint venture between 
Fonterra and Silver Fern Farms, is intended to provide a vehicle to facilitate matching of 
demand and investment.  

Q59 Are there barriers to the negotiation of efficient agreements between ports and shipping 
lines? 

A carriers ability to negotiate efficiently with ports is somewhat constrained, carriers 
ultimately have a short term "feel" for the volumes they are able to present and commit to a 
particular port, the longer term picture is however constrained by the lack of long term 
commitments with cargo owners 



Q60 Is there an asymmetry of bargaining power between ports and shipping lines? If so, what is 
the impact of this asymmetry? Are there any regulatory measures that might reduce the 
asymmetry? 

Asymmetry between ports and the carriers will vary; the actual position will sometimes favour 
a port, sometimes the carrier.  In reality determinants will include factors such as availability 
of land side solutions unlocking alternatives, the attractiveness of the ports hinterland cargo 
profile, other carrier support for the port.  The key point is that there is not a simple one size 
all answer and each case needs to be comprehensively understood before conclusions can be 
drawn. 

Q61-62 

N/A 

Efficiency of logistics chain 

Q63 Where in the logistics chain are time delays occurring, and how might they be addressed? 

Delays are experienced at all stages of the international supply chain: 

Cause Solution 

Waiting for empty container Pack closer to port reducing container transit 
time 

Transport to port Pack closer to port reducing container transit 
time 

Port handling Port efficiency 
Waiting for service More frequent services particularly feeder 

services 
Service performance Consolidated services 

 

Q64 Does the imbalance of container use create significant costs? What practical measures might 
efficiently reduce these costs? 

There is little published information on the true costs of the container imbalance but they can 
be assumed to be significant given the scale of imbalance between imports and exports, 
amplified to extreme levels for refrigerated containers, and the fact that empty containers 
need to be moved around the country to the regional export-oriented ports. The high 
seasonality of export trade is also an important factor. 

Imbalance of container use at both national and regional level (coupled with the prevailing use 
of closest port by NZ importers and exporters) creates significant supply chain wastage/cost 
necessitating “empty running” by both international and domestic transport assets E.g. 
approximately 1 in 2 containers are positioned into NZ empty with the exception of import 
dominant ports such as Auckland and Lyttelton, almost all are repositioned empty around the 
coast to serve smaller regional ports.   

Regional empty positioning could be addressed by consolidating cargo to ports that have 
natural container inflows, though this would need to be combined with a change to moving 
product to containers, packing closer to the natural supply of containers.  Such movements 
could be achieved through the use of intermodal units that could more easily support two way 
utilisation compared to a shipping container and the establishment of efficient, large scale, 
and shared use packing facilities in hub locations. 
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New Zealand’s container imbalance is not unique – other countries have imbalances some 
greater than ours. Lessons need to be learnt from an analysis of their supply chains. 

Q65 What are the potential benefits and risks for New Zealand from a move to hub-and-spoke 
configurations for international shipping? Are there actions New Zealand can take to 
increase the likelihood of benefits or to manage the risks? 

The question of hub and spoke configurations, the risks and benefits have been 
comprehensively covered in the NZ Shipper Council Dec 2010 Report: “The Question of Bigger 
Ships”. 

Q66-67 

 N/A 

Q68 Are import and export opportunities excluded or constrained by the lack of access to 
international freight transport services? Are there changes in instructions, policies or 
regulations that could lead to better outcomes? 

Market generally operates within current regulatory, economic and other constraints to meet 
the demand for services across the chain. However, further changes to regulatory and policy 
framework can be done to improve the opportunities for importers and exporters. 

Q69 Is there scope for increased sharing of operational data between transport firms to achieve 
improved coordination and efficiency? How might this be achieved? 

Rail is currently under-utilised and we know New Zealand could do better in this area 

A good proportion of New Zealand’s truck moves are not transporting cargo while our rail 
wagons are only being used to one-third of their potential capacity 

It’s not about one means of transport displacing another. Rail does not suit every situation but 
we may look at using trucks differently to work in tandem with rail 

Q70 Do the restrictive trade practices provisions of the Commerce Act deter the efficient sharing 
of operational data? 

Ultimately yes.  However, a greater impediment to information sharing is the robust 
competitive NZ environment and short-term profit pressures of the industry players.   

Sharing of data for long-term benefit is not pursued if there is a potential risk to short term 
profit. 

Q71 Is there a role for government to require the disclosure of performance measures in specific 
components, and to collate and publish that data? 

Yes.  The NZ Government have started collecting operating data from ports and rail under 
assurances that this data will not be published as is commercially sensitive.   

Q72 Given likely future trends in trading patterns and transport technology, will the reliability, 
speed and efficiency of international logistics services be adequate for New Zealand’s 
interests? If not, what can be done to leverage opportunities and mitigate risks? 

Short answer is no unless we have 1 or 2 ports that are 7,000TEU ship capable and served by 
high capacity rail networks 
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Q73 What is the best way to achieve efficient decisions and coordination for the large, lumpy 
and interdependent investments that typically occur along international freight supply 
chains? 

In the absence of a coordinated supply chain investment strategy from central government, 
direction coordination will require a strong coordinated demand signals as a catalyst to 
collaboration and investment.  The recently launched Kotahi, a joint venture between 
Fonterra and Silver Fern Farms, is intended to provide a vehicle to facilitate matching of 
demand and investment.  

Q74 What factors would favour the choice of decentralised vs. centralised strategic planning? 

 

Q75 What costs exist in the various components of the international freight transport supply 
chain and how have they been changing over time? How do these figures compare with 
those for other relevant comparator countries? 

 There is a multitude of cost components in the end to end international supply chain which 
are all inter-related.  We believe there is significant potential for cost data if considered on an 
individual component basis to drive misleading conclusions.  We have can supply cost data 
across each stage of the supply chain including the many inter-relationships and would be 
happy to share this with the Commission as required. 

Q76 What productivity levels exist in the various components of the international freight 
transport supply chain and how have they been changing over time? How do these figures 
compare with those for other relevant comparator countries? 

Productivity levels across the international supply chain have been changing over time.  A key 
driver of the change has been scale, this manifesting itself through consolidation in the carrier 
industry, significantly bigger ships, major port developments and an increasing focus upon rail 
to move large volumes.   New Zealand has struggled to keep pace with these trends, rail has 
started to play an increased role, however internationally shipping services have gone against 
the international trend, this widening the gap in relative terms. 

Q77 Are you able to contribute data that would assist the Commission? 

We would be happy to assist the Commission as required including the contribution of data on 
a confidential basis upon request. 

Next steps 

Q78 Has this issues paper covered the key issues? What other questions need to be asked? 

• What is required to protect the footprint and corridors to New Zealand’s ports from 
urban creep and local Government regulation that could impose constraints and 
hamper the productivity of operations.  

• The implications of both local and potential international environment taxes (e.g. 
carbon taxes) upon the future productivity of New Zealand’s supply chains.  

Overall it is important that the study does not get too focused upon the “past” or even 
“today” at the expense of the future.  Internationally competing supply chains are evolving 
rapidly and for the good of New Zealand’s economy we need to be focused upon 
understanding and developing the most appropriate future state.



Q79 What are the most important issues for the Commission to focus on to achieve the greatest 
improvements in the efficiency and productivity of New Zealand’s international freight 
transport services? 

“The most important issue the commission should focus upon to achieve the greatest 
improvements” should be defining the optimal  regulatory environment to maximise 
sustainable efficiencies through creation of greater scale and improved utilisation across the 
supply chain, this  while protecting New Zealand’s import and exporters from anti-competitive 
behaviours of both domestic infrastructure providers and international carriers.    

 

 


