
12 November 2009

Dr Don Brash
Chairman
2025 Taskforce
The Treasury
PO Box 3724
WELLINGTON 6140

Attention: Warwick Terry

Dear Sir

RE: ROAD TRANSPORT PRODUCTIVITY

Road Transport Forum New Zealand which represents heavy vehicle
operators has been concerned for some time with the high costs of road
transport in New Zealand.

Recent research undertaken for the Forum shows that road transport
costs per tonne kilometre are typically about 30% higher in New Zealand
compared to Australia and up to 100% higher for some vehicle types. This
comparison is with Victoria and Tasmania where conditions are broadly
similar to those in New Zealand.

Although there has been no detailed analysis, we believe there are four
major causes of higher costs in New Zealand:

• Vehicle and Axle Weight Regulations:

In New Zealand, the maximum gross vehicle weight is 44 tonnes
and the maximum axle weight is 8.2 tonnes, whereas the maximum
gross vehicle weight in Australia is typically up to 63 tonnes and the
maximum axle weight is typically approximately 9 tonnes.

• Road User Charges:

The current road user charges system for collecting charges is
inefficient. It imposes about $100M of administrative, compliance
and enforcement costs, taking account of avoidance, and these
costs are not justified by the benefits of this system compared to a
simple diesel tax and annual licence fee system or a significantly
simplified RUC system. No other countries has a road user charges
system similar to New Zealand and this is a major reason why road
transport costs are high in New Zealand compared to Australia and
other developed countries.
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• Cost Allocation Model:

Under the cost allocation model used to allocate road costs by
vehicle type for determining the levels of road user charges and
petrol excise tax, a disproportionate share of road costs are
allocated to heavy vehicles. Firstly a so-called 4th power relationship
between axle weights and road wear is used to allocate pavement
maintenance costs whereas the latest analysis of pavement wear
research data applicable to New Zealand shows a power
relationship of less than 2. The road user charges which are derived
from the cost allocation model with this error result heavy vehicles
operating with an unnecessarily high number of axles which both
increases vehicle costs and reduces allowable payloads.

• Road Costs:

While the Road transport industries welcomes the plans of
government to undertake much needed improvements to the road
network, we believe that funds are not being spent cost effectively
and that the overall costs of providing and maintaining the road
network are too high and could be substantially reduced.

By addressing these issues, the costs of road transport could be
substantially reduced. Under the previous government, very little
attention was given to productivity and efficiency. The current government
has reinstated efficiency as an objective of its land transport policies but
still very little attention is being given to addressing the causes of high
road transport costs.

The resistance of the government's transport agencies to implementing
measures to reduce road transport costs and improve productivity has
been based on two concerns. Firstly that reducing road transport costs will
put rail at a greater competitive disadvantage. Secondly that, in regard to
vehicle weights and the allocation of road costs under the 4 th power rule,
the aim is protection of the road asset rather than the efficient prOVision
and utilisation of roads.

The high costs of the road transport industry are also having a significant
effect on road user charges. In the last decade there has been about a
fivefold increase in staff employed by the government's transport agencies
(excluding staff in the road transport licensing section), imposing extra
costs in the order of $100M on road users.

Further, as highlighted by the Ministerial AdVisory Group's report to the
previous government, there has been a tendency to over engineer the
road network. An example is the tunnel under Victoria Park in Auckland,
rather than widening or duplicating the eXisting viaduct, at an extra cost
of about $250M did not seem to be justified. It still seems that costs don't
matter.
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As set out in this letter, the causes of high road transport costs are quite
evident and can be corrected quite easily. What is required is, firstly, a
recognition that road transport costs are too high and, secondly, a
commitment by government's transport agencies to address and remedy
the causes of these high costs.

The high cost structure of the road transport industry has a follow-on
effect throughout the New Zealand economy, especially to the productive
and export sectors of the economy. We believe that reducing road
transport costs should be a priority task as New Zealand seeks to improve
the overall productiVity of its economy.

Yours faithfully
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Tony Friedl . der
Chief Executive Officer
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