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NZ Council for Infrastructure & Development 
 
We are going to have some discussions on a number of the issues I raise in my presentation shortly.   

I know the Aggregates and Quarry Association are passionate about the issues facing the industry, 

and I was interested in the previous presentation “Our Foundation, Our Future”.   I know you’re 

passionate, but that’s a little bit too much to try and bring on a volcano for your future quarry 

resources. 

 

The presentation I want to give to you today really, I hope, sets the scene for your discussion going 

forward.   What I want to do is paint for you, I guess, the future infrastructure scene across each of 

the main economic infrastructure sectors as NZ Council for Infrastructure & Development (NZCID) 

sees it, and to discuss some of the policy issues that are affecting the infrastructure development 

scene in New Zealand. 

 

First of all, I should probably briefly highlight who NZCID is.   Many of you may not be familiar with 

our organisation.   We are in fact a membership organisation of roughly 60 major corporates in the 

infrastructure development field, be it finances, constructors, designers, and I am very pleased to say 

that two of our members from your esteemed group (Stevenson Group and Holcim) are regularly 

communicating through to the wider audience the issues that face the aggregate industry.    

 

The presentation will put New Zealand’s infrastructure in context, identify some issues and 

opportunities for us to address to make sure that we are up to pace with international developments 

and infrastructure and the policy changes required.   But first of all I’d like to paint a picture of where 

New Zealand is perceived by key investments decision makers, both within New Zealand and across 

the globe, when they are thinking about where they are going to be investing in the future, and 

obviously investing their company funds.   And on the chart there you’ll see a world economic forum 

plot of all of the OECD nations, and I have illustrated in black (you’ll probably see where New Zealand 

is sitting here in the bottom third where we so sadly seem to be standing in so many of these OECD 

rankings).   Just to give you some perspective of where, perhaps, some of our peers are – Australia 

(who often bemoan their infrastructure status) that is where they sit in the scene, the UK, and 

Ireland, the country that we often compare ourselves against in terms of coming from an agrarian 

economy background, but one that has grasped the knowledge economy and other initiatives.   

Utilised EU money very effectively.   Interestingly, Ireland is a country that has not invested well in its 

infrastructure over the last two decades.   A lot of effort went into its knowledge economy but not into 

its infrastructure.   It is now investing literally billions of dollars on an annual basis over the next 10 

years to catch up and I think you’ll quickly see Ireland in those scales jumping us or leap-frogging us 

as they have done so economically. 

 

Just to give you some perspective of where the spend on infrastructure has been in New Zealand, this 

particular chart plots how much of our national income we are spending, how much of GDP are we 

spending on infrastructure.   As you can see back in the early 70s and each of the electricity, gas, 

transport, and storage in the dotted line in communication in the bottom line, how much of our money 

was going on each of those sectors.   We used to spend around 2 to 2 ½ percent per sector, and that 

declined really right into the late 80s and continued that way right through until now.   Part of the 

reason for that is that we invested quite significantly in the 70s and we were lucky – our generation – 

to live off that investment for quite a while.   Infrastructure in one of those things where you invest for 

a while, you build some resource, you’ll then not have to invest for a while, but guess where we are 

now ? We are at the time where that re-investment is now required. 

 

Interestingly, the RMA was introduced in 1991 – about the time when New Zealand was investing in a 

very low rate in terms of its overall infrastructure development.   Arguably, since that time, the 

legislation has never really been tested in a substandard way, although many of you might contest 

that from your own individual perspectives.   What is clear is that there is now a steep change 

underway in infrastructure investment across the country.   That has been signalled by some of the 

crisis that we have seen in some of the pictures up on the screen paint the picture of the shackle that 
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caused the blackout for Auckland, daily traffic congestion albeit slightly relieved at the moment with 

the fuel price increases that have obviously come through.   But daily traffic congestion and really 

growing in the Auckland region, railway line bridges are falling over, and of course water discharges 

into our harbours are at an unacceptable quality standard. 

 

New Zealand is investing.   But we are not investing at the rate of our OECD nations, and that is an 

issue.   Pleasingly, over the next 10 years, we can expect that if you aggregate all the plans that are 

on the SOEs, the local community councils, and the government’s plans 70 billion dollars worth of 

investment over the next 10 years.   Now that is comprised of roughly 25 billion now in the New 

Zealand land transport, but of that roughly half is capital expenditure, so that’s going to require your 

resources feeding into that network for the transport improvements – be they road, rail, or whatever.   

The electricity transmission of roughly 5 billion year electricity generation 6 billion plus is a little bit 

more difficult to ascertain the numbers in their field because of the competitive nature of the market, 

and broadband are 2-6 billion, depending on the pace of roll-out, the council long-term plan 31 billion, 

of which 22 will be in the water sector. 

 

I just want to look at a number of the sectors one by one just to paint a picture.   Here’s another one 

of those rankings of where New Zealand sits in this case a comparison against nations with a GDP of 

greater than 10,000.   And for those of you desperately trying to find New Zealand, here we are nearly 

at the bottom.   There used to be a time in New Zealand when we prided ourselves on our capacity for 

energy and attracted a lot of investment – not the least of which was the aluminium smelter down in 

the South Island and numerous others.   We had a good supply of cheap energy, and of course the 

recent issue, crisis, call it what you like, that has occurred over the last few weeks in New Zealand in 

terms of our energy supply, clearly signals a lack of security margin.   Just to give you some feel for 

that, looking forward, this is a plot that has been prepared by Meridian Energy, so my thanks to them 

– I’ve stolen their graph here – it’s an excellent presentation of energy demand from the early 60s 

through to 2028 on this scale.   We are sitting round about here now, and you can see the high and 

low demand lines for energy going forward.   The key challenge to the generation sector is how do we 

fill this white gap which is the minimum, or potentially the grey gap as well going forward into the 

future.   As you may be aware, there is a strategy being released by government which projects our 

future of renewable generation.   There’s a whole raft of particularly wind geothermal plants on the 

horizon going through the RMA consent processes, along with some reasonably major hydro projects 

that Meridian are advancing in the South Island.   If you plot those on the chart, as we have done 

here, and it includes some of the preliminary projects by Genesis for example, the gas plants, just 

north of Auckland, which many of you will appreciate is currently on the line because the government 

has some legislation going through parliament that will put a ban on thermal energy generation going 

forward.   But nevertheless that is included in that green line as we see it there.   That gets us 

through to about 2015 with a reasonable level of confidence, notwithstanding we if have a few dry 

years we are still going to be running a bit close to the wind, but nevertheless we can probably get 

there.   But if you look at a carbon constraint in the future and ask where does coal fit but doesn’t fit, 

and you take Huntly out, which is what that big chunk comes out, then there is some significant issues 

facing us in terms of bringing our generation on stream on time, and that really draws the issues 

around consenting. 

 

Not only generation is an issue, but transmission is an issue, and you will all be aware of the 

controversy that is going through the country, and particularly the hearings that are on at the moment 

for the line upgrade into Auckland.   This particular plot shows you the pressure points on the 

transmission grid nationally.   And we have this nexus if you like, that the legislation that inhibits 

Transpower investing in transmission upgrades says don’t invest in transmission if we can get local 

generation.   That’s fine, but local generation seems to be rather slow in coming along.   We are 

getting Transpower to defer its decisions in investment, thinking and hoping that the generation 

locally is going to be produced, and the Genesis local plant would be a classic example of that.   On 

the other hand, the generators are saying “I don’t want to invest in generation if there’s no ability for 

me to transfer any surplus I’ve got to another market.   So if I invest in Auckland and have some 

surplus power, I want to get it to another market.   So we have a chicken and egg scenario of neither 

parties wanting to invest, and this is some of the tensions that we have.   Pile onto that a regulatory 

regime that requires costs to be minimised – and I think we all want cheap electricity – so you’ve got 

the commerce commission and the electricity commission rigorously testing all of the requirements on 

Transpower before they make an investment in transmission, but on the other side of the coin we 
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have got high and rising community expectations of our quality infrastructure provision – we don’t 

want ugly pylons across our territory thanks very much, we’d rather have it underground, at 10x the 

cost.   So you’ve got this continual tension going on and we’ve got some problems within our 

regulatory environment and we’ve described it as the regulatory steeplechase, that Transpower have 

to get permission from the electricity commission before they put prices up, then the commerce 

commission will check to make sure that their price regime is OK before they go and pass that on to 

the generators, and then they have to, having satisfied the regulators of the quality and wisdom of 

their investment, they have to run the RMA regime which of course is going to force all of those issues 

up again for consideration.   So there, is our view, a need for rationalisation of the regulatory regime, 

and that’s certainly a key area of focus for NZCID. 

 

Local authorities investing 30 billion or there about over the next 10 years, it will increase or drop a 

little bit depending on the ability for authorities to pass on their rates, there is a clear opportunity for 

local authority sectors to use debt financing of infrastructure much more substantially than they have 

in the past, and this is an area that is not well capitalised – we tend to be pay as you go for so much 

of our infrastructure, and really no one invests in a future nation on a pay as you go basis, this is all 

about investing in advance, of borrowing the money to create the economic growth so that we’ll all 

prosper as a result.   My message to the local authorities that are here is to take that one on board. 

 

We have a study going on in water at the moment because we think that is a very obvious application 

of private sector investment potentially through PPPs to help fund over the longer term and get 

intergenerational spread on the investments in the water sectors, which is one of the driving pressures 

of local authority expenses. 

 

I’ll just cover this very briefly because there’s not a lot of concrete in fibre lines into the 

telecommunications network, but, having said that, this will be core to the operation of your 

businesses going forward.   New Zealand is currently sitting, and this is a plot of broadband speeds, so 

here we were back in the late 80s when we had 2.4kb/sec and we dialled up and waited half an hour 

for the first page to come up, through to where we expect to be in about 2019 with about 1GB/sec 

internationally at the leading edge.   Here’s New Zealand’s policy position here where the government 

is wanting to position a kind of mid-stream in international development, and I guess that’s 

reasonably acceptable, given our size and scale.   And this is where Telecom are proposing to bring 

New Zealand in the not to distant future by the investment in the ADSL network and bringing fibre to 

the node.   But the big problem that faces us is that the copper cables that run from that little green 

box at the end of your street into your house, have a capacity limit of about 20Mb/sec, so once we hit 

that brick wall it means that New Zealand’s ability to keep up with international developments in 

broadband will be constrained.   So from that point of view investment in fibre optic cable to initially 

all the business premises and then progressively to the home, and the pace that we roll that out is 

really the critical issue that we need, as a country, to come to grips with. 

 

In transport, clearly congestion is a key issue, although I think we probably would all acknowledge 

that in the recent three months since the big hit of prices, the motorways have been a heck of a lot 

better.   Key question is how long will that sustain.   There are clearly a lot of discretionary trips that 

are being put off because of the price of petrol at the moment, but once the shock is over and we 

realise that we have to get back to ordinary everyday life and enjoy it, what impact that will have will 

be interesting to see.   Certainly there are some interesting signals that are coming through right now 

in terms of congestion.   Not to say that we should stand on any laurels here, Auckland has congestion 

delay at peak worse than cities much bigger than us, including Brisbane, we are 40% worse at peak 

for delay than Brisbane.   We clearly have underdeveloped public transport networks, and no 

questions of significant requirement for investment there, as well, our freight load is expected to 

double through to 2040.   Clearly other modes have a role to play, but roads will be critical in that.   

We have extremely poor safety margins in terms of our roading infrastructure that we must do 

something about.   Just looking at that level of spending in roading, I would like to show the public 

transport one as well, but unfortunately with all the agencies involved in public transport, it is hard to 

get a consolidated view, but the roading picture, I have squared in there the next 10 years, projecting 

outland transport New Zealand’s budget over the next 10 years, so this particular scale goes from 

1960 here through to 2016, and this boxed in area shows the government’s commitment to increase 

funding for roading over the next 5 years, through to 2012, and then you’ll see it drops away for a 

while and then there’s some big projects in the latter part of the decade.   But, there’s no western ring 
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route completion in those numbers.   There’s no Auckland transport motorway eastern connection in 

those numbers.   There’s no Auckland harbour crossing in those numbers.   There’s no Waikato 

expressway in those numbers.   There’s no Auckland-Tauranga strategic network in those numbers.   

Nor is there a Transmission Gully.   Nor is there a number of major improvements in the South Island.   

So there are a lot of projects, and we have this continual deferral of major projects occurring, 

notwithstanding a commitment to infrastructure that has already been given by government.   So the 

key question going forward is how do we overcome that increase in spending?   And just to put all of 

those projects in some perspective, if we were to complete all those projects, on current projections 

we would have to increase our level of spending up to around 1.7 of GDP, and to put that in context, 

that’s eminently doable – we used to spend this sort of dollars.   So for all the people who say we 

can’t afford to do these things, our comment is “rubbish”.   What we need to do is to start investing in 

the future of our nation and we should use our debt finance capacity, and New Zealand has plenty of 

capacity to do that, to enable that to occur. 

 

There are issues, and my colleagues to the right, have different views on this issue of governance, but 

the complex governance arrangements, not only in Auckland but across the country, are a 

fundamental issue to strategic decisions being made on a timely basis.   We are delighted to see the 

Auckland Regional Council’s, not acknowledgment of that, with their recommendation, not so happy 

with Manukau City’s recommendation for a 3-city structure, so Chris [Freke] and I will no doubt have 

some discussion around that. 

 

NZCID, among a number of other organisations, have had advances in alternative structures, and 

plenty of that information is available on our website. 

 

We clearly need to improve our consenting processes if we want to roll these projects forward in a 

much faster basis.   There are some international models that we can follow.   In Ireland they recently 

passed a critical infrastructure piece of legislation.   So if it’s a major railing project, a major power 

project, a major public transport project, and it meets a certain national threshold, it will automatically 

go to either the environment court or a dedicated planning tribunal, and everyone will still have their 

opportunity to have their say, but will now be considering the project in the light of national priorities.   

This is one of the fundamental weaknesses in New Zealand.   Many other jurisdictions have a national 

vision of where they want to go, they have a national economic development strategy, and they have 

within that a national infrastructure strategy, because it is a fundamental platform of economic and 

social growth.   They look at how we are going to make sure that we have the infrastructure for the 

future for our nation to ensure that we achieve the economic growth.   There is a lack of leadership in 

New Zealand and those very sectors.   We don’t even have national policies within our RMA, although 

some concession given to that are being developed that set standards, and clearly one of the key 

issues to make sure that we’ve got supply coming through is that we have adequate supply of 

necessary resources, including aggregates, to make sure that we’ve got the wherewithal to get on 

with the job.    

 

So we must streamline the process.   I have spoken quite a number of occasions through my 

presentation about the need for debt.   One of the tools that we are not using in the New Zealand 

context is the use of private sector finance.   There are a significant number of organisations, 

superannuation schemes worldwide, looking for long-term investment opportunities and there is 

nothing better than infrastructure.   We’ve got some inhibition in terms of government policy and 

attitude that needs to change, although pleasingly it looks as if it is changing and you’ll no doubt be 

aware of the steering group into the Waterview Project which could potentially be New Zealand’s first 

major PPP project going forward.   But public/private partnerships are all about providing private 

sector finance over the long-term looking at the whole of life considerations of the project rather than 

just building it now and forgetting about what the long-term horizon is about, and there are 

considerable benefits from that customer focus long-term basis approach. 

 

So, in conclusion, clearly, in our view, a pro-active stance is required.   Infrastructure is now on the 

political agenda.   It is a key economic issue and is recognised as that.   Marked investment is 

underway.   There is a pipeline at work, but unfortunately much of that pipeline is unfunded, and 

we’ve got to figure out how we are going to fund that – and clearly I’ve signalled debt as one of the 

solutions to that.   We do have capacity issues, but it’s not because we can’t fix them, it’s because we 

have a lack of certainty about what our future is, and therefore the lack of commitment by the private 
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sector through timely investment.   That results, I’m afraid to say, from poor government and 

leadership.   I’m not pointing the finger at this government, or any other government for that matter, 

this has been the situation for a long time in New Zealand, and its not only at central government 

level, it is at local government level as well.   Getting alignment amongst agencies is a fundamental 

issue.   Cumbersome structures and processes, and we must take some actions going forward, and 

there are the various initiatives that NZCID has underway.  And we would be very keen to work 

closely with the aggregates and quarry associations to progress these sorts of issues.    

 

Funding research into infrastructure needs - industry best practice - is one of our core businesses.   

Advocating national leadership and regional planning and prioritisation, promotion of the need for 

capacity planning, and that’s across all sectors, not only the aggregates, but also to make sure we’ve 

got the people.   And clearly making sure we have the right people with the right skills at the right 

time is a fundamental need.   Advocate improved governance and regulatory process, and you’ll be 

aware of that in the initiatives in that area, and the offering of innovative funding solutions to enable 

us to get on with the job. 

 

Thank you.   I hope that I’ve set the scene for our discussion.   No doubt I’ve tempted some of my 

colleagues with some of my comments, which was deliberate, and so I look forward to that. 

 


