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INTRODUCTION 

1 Christchurch International Airport Limited (CIAL) welcomes the opportunity to make 

a submission on the Productivity Commission’s (the Commission) Draft Report, 

‘International Freight Transport Services’ (the Draft Report). 

2 Please find attached to this submission PWC’s report, Opening up the South – A 

report to the Canterbury Development Corporation (PWC Report). The PWC Report 

was commissioned by the Canterbury Development Corporation in 2011, and CIAL 

has relied heavily on the Report in establishing its case for increased air freight 

services for the South Island. 

3 CIAL’s contact persons in respect of this submission are: 

 Neil Cochrane 

General Manager Business Services 

Christchurch International Airport Limited 

Phone: 03 353 7721 

neil.cochrane@cial.co.nz 

 

 Matthew Findlay  

General Manager Aeronautical Business Development 

Christchurch International Airport Limited 

Phone: 03 353 7808 

matthew.findlay@cial.co.nz 

 

mailto:neil.cochrane@cial.co.nz
mailto:matthew.findlay@cial.co.nz
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EXECUTIVE SUMMARY 

4 The Draft Report is a valuable addition to the way we think about International 

Freight Transport services, and the challenges New Zealand faces in improving its 

trading performance.  The Commission’s focus on establishing the facts and 

identifying achievable improvements is the right one. 

5 CIAL has also taken the approach that establishing the facts is an important first 

step.  We are concerned that the South Island economy is being held back by a lack 

of air freight capacity.  Existing exporters and importers are being held back by 

capacity constraints and higher transactions costs when moving goods through 

Auckland International Airport (AKL), and other businesses are not entering the 

market at all.   

6 A number of South Island exporters and importers share our concern.  These 

businesses have supported the work by PWC to quantify the impact on the South 

Island economy.  Some of these businesses met with representatives of the 

Commission, and we appreciated the Commission’s willingness to engage directly 

with the affected businesses. 

7 We disagree with the view expressed in the Draft Report that the status quo might 

represent a market equilibrium, and for that reason an acceptable outcome.  When a 

market works around transport capacity constraints by reducing volume and 

incurring additional transaction costs, thereby resulting in an inefficient outcome for 

New Zealand as a whole, the status quo equilibrium does not have much going for it.  

This is the firm view of the South Island businesses who are looking to increase their 

international trade to the benefit of the South Island economy and New Zealand. 

8 The appropriate question, when faced with these facts, is “can the supply constraint 

be eased?”  This is the question we focus on in this submission.  As the Commission 

is aware, there are no easy answers to this question.  Only a portion of the unmet 

demand can be satisfied by dedicated air freighter services, given the higher cost of, 

and logistical issues associated with, that service.  Most of the export and import 

potential would be unlocked by more (lower priced) “belly hold” capacity in 

passenger services.  The businesses are ready to export, and prepared to pay the 

price of belly hold freight.  But making the capacity available requires some hard 

thinking about the link with passenger services. 

9 An achievable step is to address the propensity for New Zealand’s Air Service 

Agreements (ASAs) to limit the supply of passenger flights.  While New Zealand’s 

preferred policy position is free trade, New Zealand’s trade representatives negotiate 

ASAs that are often much more restrictive on passenger flights into New Zealand.  

This reflects a particular negotiating tactic: that we will only lower barriers at the 

rate our trading partners will agree to, under the current policy setting of 

reciprocity.       

10 This is not New Zealand’s usual approach to international trade.  Whether the 

negotiating tactic is serving New Zealand’s long term interests in the passenger 

services arena is contestable.  What is incontestable is that the tactic is harming 

CIAL and the South Island as a whole when it comes to air freight services.  Even 

although the demand for more belly hold capacity exists, the present approach 

prevents foreign airlines from servicing New Zealand exporters and importers, in the 
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belief that by doing so our trading partners will one day permit a New Zealand based 

or domiciled airline to fly more routes.  In short, the present process harms New 

Zealand’s trading companies now, in the hope that a New Zealand based or 

domiciled carrier will benefit at some point in the future. 

11 CIAL is proposing a change of tactic.  Consistent with New Zealand’s policy position 

we should be negotiating open skies agreements.  We appreciate that the 

Commission is reluctant to opine on the proper stance to passenger services 

matters, in the belief that this is not part of its mandate.  However the Commission 

can properly observe the interrelationships with air freight services, and it can note 

that the interests of New Zealand exporters and importers are relevant when 

considering the approach New Zealand should take to ASAs.  CIAL believes it is 

important that the Commission makes a strong statement that the interests of New 

Zealand traders should be considered when determining our approach to any 

passenger service restructuring in ASA negotiations. To this end, we endorse the 

views of the New Zealand Airports Association (NZAA) submission on this same 

point. 

12 A variant of CIAL’s proposal is to move now on an open skies policy for the South 

Island.  This would recognise the challenges faced by airports that are not key 

aviation hubs in securing the volume of international flights demanded by exporters 

and importers in the region.  The commercial reality is that other airports secure a 

good volume of international flights under the current ASA framework (and often 

use up New Zealand’s quota under existing ASAs – e.g. China).  In the South Island, 

the commercial realities of long-haul flying and securing access to distant markets 

makes it challenging to secure greater air access, without the policy hindrance and 

the additional constraint of ASAs. 

13 This more limited open skies proposal is not much of a compromise to the current 

approach to ASAs.  While an open skies over the South Island may be seen as 

lessening the pressure on trading partners and making it slightly less likely that a 

New Zealand based airline will have more routes at some point in the distant future 

(a view with which CIAL firmly disagrees), it will have an immediate benefit to 

exporters and importers in the South Island. This is particularly relevant at a time 

when the restoration of economic development is critical following the adverse 

impact of the Christchurch earthquakes. 

14 We look forward to a discussion in the Commission’s Final Report that makes these 

trade-offs clear, and clearly articulates the interests of New Zealand’s exporters and 

importers.  This will improve the quality of discussion around ASAs, which could lead 

to an improvement in New Zealand’s trading performance. 

15 CIAL endorses and supports the NZAA submission, but goes one step further than 

the NZAA with respect to ASAs by recommending a unique open skies policy for the 

South Island. 
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SOUTH ISLAND AIR FREIGHT SERVICES 

A market demand for air freight services exists  

16 In this section and the next, we focus on South Island air freight services, and the 

extent to which the strong - and ever increasing - market demand for both import 

and export air freight services is not being met by sufficient air freight capacity. 

Current market demand for export air freight services 

17 The South Island produces almost half of New Zealand’s primary sector goods 

(seafood, vegetables, meat and fruit),1 resulting in a strong demand for air freight 

services out of Christchurch airport (CHC).  

18 The demand is strong because primary sector goods are perishable in nature and so 

require the efficient transportation to overseas markets offered by air freight. 

19 Currently, CHC’s export profile is made up as follows: 

19.1 Types of exports: 

(a) 69.2% - perishable products; 

(b) 15.7% - high value manufactured goods;  

(c) 13.5% - other time sensitive freight; and 

(d) 1.6% - specific oversize freight consignments.2  

19.2 Share of export weights to different trading partners: 

(a) 41% - Australia; 

(b) 9% - United States; 

(c) 7% - Hong Kong; 

(d) 6% - Japan; 

(e) 6% - Switzerland; and 

(f) 5% - United Kingdom.3 

 

 

 

                                            
1 PWC “Opening up the South – A report to the Canterbury Development Corporation” (12 August 2011) 
at 1. 

2 PWC “Opening up the South – A report to the Canterbury Development Corporation” (12 August 2011) 
at 21. 

3 PWC analysis. 
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19.3 Seasonality of export weights to different trading partners: 

           

 

 

 

 

 

 

 

 

19.4 Share of export values to different trading partners: 

(a) 56% - Australia; 

(b) 9% - United States; 

(c) 7% - Singapore; 

(d) 4% - Hong Kong; 

(e) 4% - United Kingdom; and 

(f) 2% - Japan.4 

Current market demand for import air freight services 

20 South Island importers primarily require air freight services into CHC for: 

20.1 other time sensitive freight (excluding perishables); and  

20.2 high value manufactured goods.5 

21 High value manufactured goods are defined in the PWC Report as: 

...commodity groups worth over $150 a kilogram, and including: Pharmaceuticals; Precious 

stones and minerals; Appliances, agricultural and industrial machinery; Electrical machinery; 

and Scientific equipment.6 

 

                                            
4 PWC Analysis. 

5 PWC “Opening up the South – A report to the Canterbury Development Corporation” (12 August 2011) 
at 21. 

6 PWC “Opening up the South – A report to the Canterbury Development Corporation” (12 August 2011) 
at 8. 
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22 High value manufactured goods warrant air freight services on the basis that: 

22.1 the freight costs are low, relative to the price of the goods;7 and 

22.2 the goods are often time-sensitive.8 

23 Currently, CHC’s import profile is made up as follows: 

23.1 Types of import: 

(a) 54.5% - other time sensitive freight;  

(b) 30.1% - high value manufactured goods;  

(c) 12.2% - perishable products;  

(d) 3.2% - specific oversize freight consignments (including aircraft 

engines).9  

23.2 Share of import weights to different trading partners: 

(a) 33% - Australia; 

(b) 22% - China; 

(c) 9% - United States; 

(d) 5% - United Kingdom; 

(e) 4% - Germany; and 

(f) 3% - Japan.10 

 

 

 

 

 

 

                                            
7 PWC “Opening up the South – A report to the Canterbury Development Corporation” (12 August 2011) 
at 25. 

8 PWC “Opening up the South – A report to the Canterbury Development Corporation” (12 August 2011) 
at 1 to 2. 

9 PWC “Opening up the South – A report to the Canterbury Development Corporation” (12 August 2011) 
at 21. 

10 PWC Analysis. 
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23.3 Seasonality of import weights to different trading partners:  

 

23.4 Share of import values to different trading partners: 

(a) 27% - United States; 

(b) 17% - Australia; 

(c) 13% - China; 

(d) 5% - Germany; 

(e) 4% - United Kingdom; and 

(f) 4% - Japan.11 

Market demand for both import and export air freight services is growing 

24 South Island demand for import and export air freight services is expected to grow 

significantly over the next 20 years. 

25 Currently, about 25,500 tonnes of air freight passes through CHC annually.12 This 

includes both import and export tonnes, worth NZ$2.44 billion.13 

26 However, by 2031, the PWC Report estimates that the demand for South Island air 

freight services will have increased to 87,800 tonnes per year, representing: 

26.1 55,500 export tonnes; plus  

26.2 32,300 import tonnes.14 

                                            
11 PWC Analysis. 

12 PWC “Opening up the South – A report to the Canterbury Development Corporation” (12 August 2011) 
at 14. 

13 PWC “Opening up the South – A report to the Canterbury Development Corporation” (12 August 2011) 
at 14. 
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27 In terms of total New Zealand import and export weights, this would amount to: 

27.1 38.7% of export weights; and 

27.2 22.7% of import weights.15 

28 Current air services out of CHC, which are insufficient to meet present demand, 

would meet about one-third of this future demand.16  

                                                                                                                                    
14 PWC “Opening up the South – A report to the Canterbury Development Corporation” (12 August 2011) 
at 2 and 46. 

15 PWC “Opening up the South – A report to the Canterbury Development Corporation” (12 August 2011) 
at 46. 

16 PWC “Opening up the South – A report to the Canterbury Development Corporation” (12 August 2011) 
at 2. 
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Market demand is not being met by supply 

29 The current South Island demand for air freight services is not being met by a 

supply of sufficient air freight capacity. 

 

30 Consequently, South Island importers and exporters are having to either: 

 

30.1 use AKL as their import/export hub, requiring the domestic transportation of 

the goods to/from the South Island; or 

 

30.2 not trade internationally.17 

 

29,700 tonnes of air freight per year is affected 

31 This has resulted in CHC transporting less than half of the South Island’s share of air 

freight (having regard to the South Island’s production and consumption patterns).18 

 

32 In weight terms, this gap between actual and potential air freight passing through 

CHC translates into 29,700 tonnes of missed air freight per year, being: 

 

32.1 17,700 export tonnes (the equivalent of 170 fully-laden Boeing 777s19); and  

 

32.2 12,000 import tonnes (the equivalent of almost 120 fully-laden Boeing 

777s20).21  

 

33 If the Lower North Island were included in CHC’s ‘catchment area’, this gap would 

increase to: 

 

33.1 23,900 missed export tonnes; and  

 

33.2 25,700 missed import tonnes.22 

 

34 This shortfall in exports is worth more than $1 billion while the shortfall in imports is 

worth more than $1.5 billion.23 

 

Mismatch between imports and exports out of CHC does not result in greater import 

capacity  

35 The greater amount of exports leaving CHC (compared to imports coming in) does 

not result in services coming into CHC with excess capacity for imported goods. 

 

36 The reason for this is the dominant role of the Qantas dedicated freighter in serving 

the South Island. 

                                            
17 PWC “Opening up the South – A report to the Canterbury Development Corporation” (12 August 2011) 
at 37. 

18 PWC “Opening up the South – A report to the Canterbury Development Corporation” (12 August 2011) 
at 36 – 42.  

19 PWC “Opening up the South – A report to the Canterbury Development Corporation” (12 August 2011) 
at 2. 

20 PWC “Opening up the South – A report to the Canterbury Development Corporation” (12 August 2011) 
at 2. 

21 PWC “Opening up the South – A report to the Canterbury Development Corporation” (12 August 2011) 
at 2. 

22 PWC “Opening up the South – A report to the Canterbury Development Corporation” (12 August 2011) 
at 37. The PWC Report notes that the significant increase in imports that results from including the 
Lower North Island in CIAL’s catchment area is due to the lower North Island’s large, high income 
population – which demands air commodities that cannot be imported into Wellington Airport due to 
runway constraints. 

23 PWC estimate. 
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37 This freighter flies a triangular route from Sydney airport to AKL and then CHC. The 

freighter dedicates most of its import capacity to AKL – where the demand for 

imports is highest.  

 

38 Consequently, although the freighter is arriving into CHC largely empty, there is no 

opportunity for South Island importers to secure space on the freighter – 

contributing to the severe shortage of import capacity through CHC. 

 

Profiles of missed import and export air freight 

Missed exports 

39 A significant percentage of the 17,700 missed export tonnes out of CHC is in 

perishable goods (seafood, meat, vegetables and fruit).24   

 

40 In fact, it is estimated that almost 14,000 extra tonnes of perishables could be 

exported from CHC - amounting to a 119% increase on the amount of perishables 

currently exported.25 

 

41 In terms of the main trading partners to which these missed export tonnes could be 

headed, estimates are as follows: 

 

41.1 7,040 tonnes to Australia;  

 

41.2 3,500 tonnes to the United States; and  

 

41.3 2,100 to Japan.26  

 

Missed imports 

42 The main types of commodity constituting the 12,000 missed import tonnes into 

CHC are as follows:  

 

42.1 electrical machinery (2,300 tonnes); 

 

42.2 appliances, agriculture and machinery (1,600 tonnes); and 

 

42.3 printed materials (1,000 tonnes).27 

 

43 If CHC were to meet this import demand, then - relative to current import rates - 

this would amount to: 

 

43.1 a 217% increase in the import of high value manufactured goods; and  

 

43.2 a 109% increase in the import of other time sensitive freight.28 

 

                                            
24 PWC “Opening up the South – A report to the Canterbury Development Corporation” (12 August 2011) 
at 40. 

25 PWC “Opening up the South – A report to the Canterbury Development Corporation” (12 August 2011) 
at 40. 

26 PWC “Opening up the South – A report to the Canterbury Development Corporation” (12 August 2011) 
at 41. 

27 PWC “Opening up the South – A report to the Canterbury Development Corporation” (12 August 2011) 
at 39. 

28 PWC “Opening up the South – A report to the Canterbury Development Corporation” (12 August 2011) 
at 40. 
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44 If the lower North Island was included in CHC’s catchment area, then the potential 

increase in imports of high value manufactured goods into CHC would more than 

double to 470%.29 

 

45 In terms of the main trading partners from which these missed import tonnes would 

derive, estimates are as follows: 

 

45.1 27% from Australia;  

 

45.2 19% from China;  

 

45.3 13% from the United States; and 

 

45.4 26% from smaller trading partners.30   

 

46 The following graph illustrates how the gap between actual and potential air freight 

through Christchurch is set to increase over the coming years: 

 

           

 

 

 

                                            
29 PWC “Opening up the South – A report to the Canterbury Development Corporation” (12 August 2011) 
at 40. 

30 PWC “Opening up the South – A report to the Canterbury Development Corporation” (12 August 2011) 
at 42. 
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A regulatory co-ordination failure can be addressed 

Overview 

47 In this section, we argue that a regulatory co-ordination failure has contributed to 

South Island air freight demand not being met by supply. 

48 Addressing this regulatory co-ordination failure is an achievable objective. 

49 CIAL strongly disagrees with the Commission’s finding that: 

F5.2 Limited air freight capacity in and out of a New Zealand airport does not seem to be a 

coordination problem, because there are no barriers to entry of a dedicated freighter to 

increase capacity. If they are willing to pay for a dedicated freighter service, exporters should 

be able to effectively signal this to airlines directly or through a ‘consolidation agent’.31 

50 This finding demonstrates the extent to which the Draft Report has overlooked the 

unique issues faced by South Island importers and exporters, by virtue of their 

distance from key aviation hubs.  

51 In principle, the finding also represents an unsatisfactory response to South Island 

air freight capacity constraints. When a market works around transport capacity 

constraints by reducing volume and incurring additional transaction costs, thereby 

resulting in an inefficient outcome for New Zealand as a whole, the status quo 

equilibrium doesn’t have much going for it.   

52 Given the air freight industry’s general dependence on the passenger market, and 

the extent to which this greatly heightens capacity issues for South Island importers 

and exporters, it is challenging to ensure sufficient air freight capacity into or out of 

CHC. 

53 Unlike a dedicated freighter service, it is economically efficient for importers and 

exporters to freight using belly hold capacity. However, this is not currently possible 

due to a supply constraint – a constraint caused in large part by a lack of choice as 

to global markets offered by passenger services. 

Air freight capacity is dictated by the passenger market 

54 Air freight is primarily carried in the belly hold of passenger flights. This is a general 

fact of the air freight industry, but is particularly applicable to air freight out of CHC 

- whereby only one Qantas dedicated freighter operates 6 days a week, reducing to 

4 services over the summer peak December to March. 

55 Globally, the air freight business is a by-product of an airline’s passenger business.  

Air freight is not the reason for operating an airline, except for an insignificantly 

small number of niche dedicated cargo carrying airlines.  These specialist airlines 

generally operate in the Northern Hemisphere, or in large trading countries - in 

markets distant from CHC. 

56 Consequently, air freight capacity is driven by the commercial imperatives of 

passenger services – imperatives that do not generally align with the commercial 

imperatives driving importers and exporters of air freight. 

                                            
31 The New Zealand Productivity Commission “International Freight Transport Services Draft Report – 
January 2012” (12 January 2012) at 74. 
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The passenger market limits air freight capacity 

57 The following realities of the passenger market have resulted in a lack of, and 

uncertainty in relation to, air freight capacity: 

57.1 switch from wide-body passenger aircraft to narrow-body passenger aircraft; 

57.2 reduction in freighter services during peak export season; and 

57.3 reliance on a small number of international airlines.32 

Switch from wide-body passenger aircraft to narrow-body passenger aircraft 

58 The relatively recent switch from wide-body aircraft to narrow-body aircraft on 

trans-Tasman routes has resulted in significantly less air cargo capacity. 

59 It has been estimated that narrow-body aircraft can take less than one tonne of 

cargo capacity.33 In contrast, wide-body passenger aircraft (like the Boeing 767) can 

offer 10-15 tonnes of cargo capacity.34 

60 In addition to reducing cargo capacity, the switch has also increased the cost and 

uncertainty involved in air freighting across the Tasman.35 

61 Increased cost is a particular deterrent when it comes to: 

61.1 the export of non-perishable goods (which are more ‘price-sensitive’ than 

perishables); and 

61.2 the import of goods by air generally.36 

62 Of the international flights leaving CHC: 

62.1 80% are narrow-body; and 

62.2 15% are wide-body.37 

Reduction in freighter services during peak export season 

63 CHC’s one dedicated freighter service (a Qantas Boeing 767 to Sydney), is reduced 

from 6 flights per week to 4 flights per week between December and March.38 

                                            
32 PWC “Opening up the South – A report to the Canterbury Development Corporation” (12 August 2011) 
at 24. 

33 PWC “Opening up the South – A report to the Canterbury Development Corporation” (12 August 2011) 
at 24. 

34 PWC “Opening up the South – A report to the Canterbury Development Corporation” (12 August 2011) 
at 24. 

35 PWC “Opening up the South – A report to the Canterbury Development Corporation” (12 August 2011) 
at 5. 

36 PWC “Opening up the South – A report to the Canterbury Development Corporation” (12 August 2011) 
at 1-2. 

37 PWC “Opening up the South – A report to the Canterbury Development Corporation” (12 August 2011) 
at 21. 

38 PWC “Opening up the South – A report to the Canterbury Development Corporation” (12 August 2011) 
at 16. 
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64 This reduction in services coincides with the period when the demand for export 

freight capacity out of the South Island is the strongest (October to March) – as it is 

the peak season for stone-fruit and meat exports.39 

Reliance on a small number of international airlines 

65 Reliance on a small number of international passenger airlines creates uncertainty 

regarding air cargo capacity. 

66 A prime reason for this uncertainty is the current airline trend in reducing services. 

For example, there have been further reductions in New Zealand’s linkages to North 

America, and the Qantas LAX-AKL route will cease in May.  

67 As mentioned, such reductions in services impact negatively on air freight, by 

increasing: 

67.1 costs; and 

67.2 uncertainty of capacity.  

68 Another reason for this uncertainty is that international airlines are often unable to 

take freight at peak times, without sufficient notice. Common reasons for this are: 

68.1 larger than contemplated passenger loadings; or  

68.2 day of operations constraints such as poor weather and higher fuel needs.   

69 CHC is particularly vulnerable with respect to reliance on international airlines, as 

the following three international airlines provide the only wide-body year-round 

scheduled services out of CHC with air freight capability: 

69.1 Qantas; 

69.2 Emirates; and 

69.3 Singapore Airlines.40 

70 The PWC Report notes that if any one of these airlines were to withdraw its 

passenger services from CHC, it would have “a calamitous effect on capacity for 

South Island exporters and importers.”41 

Dedicated freighter services are not sustainable 

71 Dedicated freighters are not a solution to South Island air freight capacity 

constraints, because dedicated freighter services are not a sustainable option for 

South Island importers and exporters. 

                                            
39 PWC “Opening up the South – A report to the Canterbury Development Corporation” (12 August 2011) 
at 16. 

40 PWC “Opening up the South – A report to the Canterbury Development Corporation” (12 August 2011) 
at 24-25. 

41 PWC “Opening up the South – A report to the Canterbury Development Corporation” (12 August 2011) 
at 24. 
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72 The following factors make dedicated freighter services unsustainable: 

72.1 the seasonality of imports and exports;  

72.2 the range of global markets from which imports come, and to which exports 

go; and 

72.3 the small and fragmented nature of shipments by South Island importers and 

exporters (relative to their North Island and international equivalents).  

73 It follows that CIAL strongly disagrees with the Commission’s finding that the issue 

is simply “a matter of the willingness of shippers to pay the higher cost of a 

dedicated freighter service.”42 

Seasonality of imports and exports 

74 Although there is a year-round demand for increased air freight capacity through 

CHC, as illustrated by the following graphs, this demand is seasonal:  

 

 
                                            

42 The New Zealand Productivity Commission “International Freight Transport Services Draft Report – 
January 2012” (12 January 2012) at 74. 
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75 For dedicated freighter services to be sustainable, a guaranteed and consistent 

demand for air freight capacity, on both the import and export side, is required.  

76 South Island importers and exporters cannot make a guarantee of sufficient demand 

to warrant the significant investment required to establish dedicated freighter 

services.  

Range of global markets at issue 

77 As is also demonstrated by the above graphs, there is a wide range of global 

markets from which imports come, and to which exports go. 

78 Servicing these all of these markets, in addition to balancing issues with seasonality, 

adds further, unsustainable cost to operating dedicated freighter services into and 

out of CHC.  

79 The range of global destinations at issue strongly challenges the proposition that a 

single dedicated freighter will solve the current market gap in the South Island. 

Small and fragmented nature of shipments 

80 In comparison to shipments out of AKL and most international airports, shipments 

out of CHC are small and fragmented. 

81 Given that CHC offers a relatively small market for air freight, it isn’t commercially 

feasible for South Island importers and exporters to compete for the (already scare) 

time and resources of a dedicated freighter service. 

The South Island market has readjusted to an inefficient outcome 

82 As mentioned, capacity constraints through CHC have resulted in many South Island 

importers and exporters using AKL as their import/export hub – requiring domestic 

transport of the goods to/from the South Island. 

 

83 This domestic transport of goods is inefficient for importers and exporters in terms 

of both time and cost, ultimately making South Island producers less competitive in 

their respective markets.  

 

Cost 

84 As noted in the Draft Report, the following costs are incurred by South Island 

importers and exporters, depending on the mode of domestic transport used:43 

 Coastal shipping Rail Road 

AIAL  CIAL $1,703 $2,311 $5,197 

CIAL  AIAL $1,515 $2,071 $4,569 

 

Transit time 

85 As also noted in the Draft Report (at 60), it would take the following number of days 

to transport goods from Auckland to Christchurch: 

                                            
43 The New Zealand Productivity Commission “International Freight Transport Services Draft Report – 
January 2012” (12 January 2012) at 60. 
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 Coastal shipping Rail Road 

AIAL  CIAL 4 days 2.5 days 1.5 days 

86 Given the highly perishable nature of most South Island exports, it is not feasible to 

factor in such additional transit times – especially given the longer transit times 

already incurred as a result of New Zealand’s geographic isolation. 

87 For example, some South Island producers export live seafood. This is a highly 

perishable product, with an approximately 24 hour limit before it expires.  
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An ‘open skies’ policy for the South Island will help match market demand 

with supply 

Overview 

88 CIAL firmly believes that, to ease capacity constraints, the Government should be 

negotiating open skies agreements with New Zealand’s key trading partners. To this 

end, CIAL endorses the NZAA submission on this point. 

89 As an alternative, CIAL believes that the Government should establish a unilateral 

open skies policy for the South Island. This policy would enable any registered 

international airline to fly to CHC, subject only to the required safety and security 

standards. 

90 The South Island warrants an open skies policy because the South Island air freight 

industry is disproportionately prejudiced by the reciprocity requirements and flight 

restrictions in New Zealand’s ASAs with key trading partners. 

91 We appreciate that the Commission is reluctant to opine on Government policy with 

respect to ASAs, in the belief that passenger services do not fall within their 

mandate. However, at a minimum, the Commission can and should expressly 

acknowledge: 

91.1  the interrelationships of passenger services with air freight services; and  

91.2 the extent to which the interests of New Zealand exporters and importers are 

relevant when considering the approach New Zealand should take to ASAs.    

Open skies improves connectivity with key trading partners 

92 A unilateral open skies policy with respect to the South Island would solve the 

regulatory co-ordination failure discussed above, by prompting increased 

international passenger services both to and from the South Island. 

93 This will have the effect of increasing air freight capacity and providing access to a 

wider range of key trading markets. 

94 As discussed, only a portion of the unmet demand for air freight services can be 

satisfied by dedicated air freighter services. Most of the export and import potential 

for air freight would be unlocked by more belly hold capacity in passenger services - 

and open skies is the regulatory solution that would enable this. 

The need to improve connectivity 

95 New Zealand has open skies bilateral agreements with eight of our top 20 trading 

markets. But there remains a number of major markets (plus a large number of 

smaller markets) with bilateral agreements which restrict capacity, pricing, flight 

numbers or airport destinations. These include India, China and Indonesia.   

Knowledge that international airlines are interested in flying to CIAL 

96 Communication with a number of international airlines leads CIAL to believe there is 

interest in launching new routes to Christchurch from both China and other Asian 

Countries.  CIAL is aware of three airlines who are interested in launching a service 

to Christchurch, but who are currently unable to progress any expansion under 

existing ASAs.    
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Why the South Island warrants a unique open skies policy 

97 The South Island warrants a unilateral open skies policy because the South Island 

air freight industry is disproportionately prejudiced by the following features of New 

Zealand’s ASAs: 

97.1 reciprocity requirements; and 

97.2 flight restrictions with key trading partners. 

98 This disproportionate prejudice results from the South Island’s distance from key 

aviation hubs. Given the commercial realities of long-haul flying, and securing 

access to distant markets, it is challenging enough to prompt passenger services to 

and from the South Island even without the constraints imposed by current ASAs. 

99 Further, the commercial reality is that other airports secure a decent volume of 

international flights under the current ASA framework, and often use up New 

Zealand’s quota under existing ASAs.    

Reciprocity 

100 Policies requiring national reciprocity have a tendency to limit the potential of 

smaller local economies.  

101 This fact has been recognised by several international governments, which have 

instituted a ‘two-tier’ approach to air service agreements. This approach opens up 

the available rights for secondary airports (like CHC), while managing the principle 

gateway airports air service agreement limitations. 

102 The following are good examples of this ‘two-tier’ approach: 

102.1 Australia: 

The Australian Government provides international airlines with unlimited 

access to regional airports (excluding the four major airports of Sydney, 

Melbourne, Brisbane and Perth).44  

To further entice airlines to fly to regional airports, the Government will 

allocate services more capacity to major airports, where those services are 

linked to regional airports.45 

102.2 Hainan Island: 

In 2003, the Chinese government put an open skies arrangement in place for 

Hainan province, which waived the requirements for reciprocal air rights 

to/from Hainan and allowed foreign airlines free access to the province’s two 

principal airports with unrestricted rights to fly people in and cargo out. 

The arrangement was independent of China’s general air policy and required 

no changes to any of its existing bilateral ASAs. 

                                            
44 Australian Government “National Aviation Policy White Paper” (December 2009) at 45. 

45 Australian Government “National Aviation Policy White Paper” (December 2009) at 45 
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Foreign airlines to make use of this liberalisation include Jetstar Asia (from 

Singapore), AirAsia (from Kuala Lumpur), Asiana (from Seoul), Tiger Airways 

(from Singapore) and Tansaero (from Moscow). 

102.3 The United States: 

Since the early 1990s the US Department of Transportation has allowed 

foreign carriers to apply to operate from their home country to a destination 

in the US for up to one year outside of any bilateral ASA.  Each application 

requires approval and is subject to a number of conditions, the most notable 

of which is that no existing service by a US carrier be operating on that route. 

Flight Restrictions 

103 In addition to restricting the capacity, number and frequency of flights, ASAs 

prevent effective connectivity to overseas markets by determining the specific 

routes that airlines must fly. This involves specifying the origins, destinations and 

intermediary points of flights. 

104 South Island importers and exporters are disproportionately prejudiced by these 

route restrictions. Consider the following examples: 

104.1 Indonesia – the only intermediary point allowed between Indonesia and New 

Zealand is Brisbane (which is a good stepping stone to CHC). However, no 

Indonesian carrier currently flies to Brisbane. 

104.2 India – AKL is the only port airlines from India are permitted to fly to. 

104.3 China – the existing bi-lateral arrangement does not permit any further 

passenger flight frequencies from China to New Zealand. 

104.4 South Korea – Australia’s ASA with South Korea prevents South Korean 

airlines from flying via Australia. However, as mentioned, Australia is a good 

stepping stone to CHC – so this limits the ability for South Korean airlines to 

serve CHC and other ports in New Zealand (CIAL acknowledges that any 

change to this arrangement would require agreement between two foreign 

governments). 

It is besides the point that no ASAs restrict dedicated freighter services 

105 Because air freight is carried in the belly hold of passenger aircraft, it is besides the 

point that none of New Zealand’s ASAs place restrictions on dedicated freighter 

services from other countries. 

106 For a more detailed explanation as to why dedicated freighters in general are an 

unsustainable option for South Island importers and exporters, see the discussion 

above at [71] to [81]. 

Air freight considerations are an important aspect of ASA policy   

107 CIAL strongly endorses the Commission’s finding that: 
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The constraints on air freight are an important factor for the government in deciding whether 

to liberalise ASAs...46 

This fact should be definitively acknowledged in the Final Report 

108 CIAL requests that a definitive statement to this effect be included in the main body 

of the Final Report. 

109 It is highly detrimental to the air freight industry for constraints on air freight 

capacity to be described as a mere “by-product” of ASA negotiations (or anything to 

a similar effect). This is done in one part of the Draft Report.47 

110 As discussed below, air freight capacity constraints are highly relevant to the 

balancing of interests at stake when negotiating ASAs, and should not be 

marginalised. 

Passenger considerations are the main drivers 

111 CIAL understands that passenger considerations are currently the main drivers 

behind ASA negotiations.  

112 To this end, CIAL appreciates that:  

112.1 the Government’s ASA negotiating position cannot be wholly determined by 

impacts on belly hold air freight capacity; and 

112.2 the Commission cannot purport to dictate ASA outcomes from the standpoint 

of air freight. 

But the importance of air freight cannot be marginalised 

113 Nevertheless, the central importance of ASAs to the air freight industry cannot be 

marginalised.  

114 ASAs not only determine air freight capacity – at a more fundamental level, they 

provide access to markets – which is a key element to establishing an air service.   

The economy benefits from liberal ASA policies 

115 In balancing passenger service considerations against air freight considerations, 

greater weight needs to be given to the economic benefits of more liberal ASAs. 

116 There is a strong body of evidence confirming that freight stakeholders and the 

economy overall benefit from the increased access to global markets that coincides 

with an open skies policy. 

117 These economic benefits include: 

117.1 increased air freight capacity (resulting in increased product to be 

imported/exported); 

                                            
46 The New Zealand Productivity Commission “International Freight Transport Services Draft Report – 
January 2012” (12 January 2012) at 243. 

47 See The New Zealand Productivity Commission “International Freight Transport Services Draft Report 
– January 2012” (12 January 2012) at 243. 
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117.2 increased competition; and 

117.3 lower fares. 

Open skies policy could stimulate market-based co-ordination solutions 

118 By increasing air freight capacity, and so strengthening the South Island air freight 

industry, an open skies policy could stimulate the development of supplementary 

market-based co-ordination solutions.    

119 Possible market-based solutions include: 

119.1 A pre-clearance customs regime at CHC, similar to that which exists at AKL 

for produce bound for Australia.  

119.2 A freight co-ordination agent. 
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REGULATING AIRLINE COMPETITION 

Competition assessment should be done by Commerce Commission 

120 CIAL endorses the compromise proposed by the NZAA submission. 

121 In undertaking the proposed, more robust, competition assessment under Part 9 of 

the Civil Aviation Act, the Minister of Transport should be required to seek advice 

from the Commerce Commission. 

122 As acknowledged in the Draft Report, the Commerce Commission is the best placed 

organisation to offer a comprehensive and transparent assessment of the costs and 

benefits of an air services trade practice. 

123 At the same time, the role of the Minister of Transport in considering New Zealand’s 

international obligations and international comity under the Civil Aviation Act should 

be preserved. 

The Commerce Commission would not add additional cost 

124 The Draft Report endorses an exclusive Civil Aviation Act regime on the basis that it 

would be less costly to administer.  

125 CIAL disagrees with this finding for the following reasons: 

125.1 the Commerce Commission already has all of the economic expertise and 

resources to assess the competition impacts of agreements in any market; 

and 

125.2 there is nothing unique to the aviation market which affects the economic 

assessments required. 

Cost should not be a determinative factor  

126 In any event, a sub-optimal solution to air services authorisations should not be 

recommended on the basis of cost alone. These authorisations can raise competition 

issues of national significance. 

127 Placing the responsibility for assessing authorisations in the hands of the Ministry of 

Transport, or policy advisors from the Ministry of Economic Development, is a sub-

optimal process.  

128 When authorisations for air services trade practices are sought, they have the 

potential to significantly alter the aviation market, and need to be assessed with the 

necessary degree of expertise.  

129 The last time this issue came to the fore, Air New Zealand and Qantas were 

proposing to monopolise trans-Tasman markets. The implications for New Zealand 

consumers were significant, and yet the status quo process allowed no room for an 

expert review of competition impacts. We can do better than that, and we must 

make the process changes before another airline proposal is made. 

130 Aside from the fact that the Ministry of Transport and Ministry of Economic 

Development do not have the necessary expertise, there is also the risk that, in 
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making an authorisation, they will be unduly influenced by their analysis of 

international obligations and comity. 

CHANGE IN STATUTORY OBJECTIVE 

Unlikely to make a practical difference 

131 The Draft Report proposes tweaking the statutory objective for airport companies to 

align the wording with that used for State-Owned Enterprises.   

132 CIAL’s key concern is that a recommendation along these lines could prompt a 

process for amending legislation that will take up management time and resources 

that are better used elsewhere.   

133 We believe that the current statutory requirement, to operate on a commercial 

basis, is - in practical terms - the equivalent of the wording used in the State Owned 

Enterprises Act.   

134 However, if the Commission prompts a process to amend our legislation then 

management will inevitably be drawn into a time consuming submission and select 

committee process.  In our view, this will not result in improvements in commercial 

discipline or productivity on the ground. 

Findings as to relative efficiency of airports 

135 In the Draft Report, the Commission makes findings to the effect that Auckland 

Airport is more efficient than Christchurch Airport.  

136 These findings do not make the case for changing the wording of the statutory 

objective.  Auckland airport enjoys economies of scale that Christchurch does not.  

Very little can be drawn from a simple comparison of costs – and certainty there is 

nothing to indicate re-wording the statutory objective of operating commercially will 

change relative costs and productivity. 

137 Management time is a scarce resource.  If the Commission sets off a process that 

soaks up management time on a wording change, that is management time that 

won’t be spent on the commercial challenges facing the airport companies.  CIAL 

submits that would be a poor choice and would not advance the objective of 

productivity in the sector. 

 


