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8 April 2024

Hon. Chris Bishop
Minister for Infrastructure
Parliament Buildings
Private Bag 18041
WELLINGTON 6160

c.bishop@ministers.govt.nz

Dear Minister

Re: Early Signals on Infrastructure Industry Confidence, Joint Action Needed

The Government has expressed a great ambition for infrastructure delivery, which the
infrastructure industry strongly endorses. The purpose of this letter, on behalf of the different
sectors of the industry, is to strongly signal to you that the time it is taking to get to the starting line
of new programmes of work is causing significant disruption and a reduction in confidence. This
disruption risks long term consequences for the Government’s ambition for effective and efficient
infrastructure delivery over this parliamentary term.

As the four peak bodies representing the largest share of people and businesses across the
infrastructure supply chain - contractors, constructors, designers, and other professional services
- we bring our concerns about the immediate and long-term outlook for our sector to your
attention.

A slowdown in work is affecting people and business and this will have downstream
consequences for future delivery

We are witnessing a significant slowdown in work, particularly evident in the water sector, but also
permeating across other areas including transport and housing, with project cancellations and
deferments. Among others, local authorities are conveying to us their challenging financial
predicaments, citing either a lack of funds or a need to await direction or decisions from central
government before proceeding with planned works.

This slowdown in work and the resulting uncertainty it creates has left those responsible for
delivering infrastructure in a precarious position, with some of our members having scaled up
operations in anticipation of firm commitments for work, only to have those commitments
rescinded, leaving them overexposed and now in the unenviable position of needing to scale down
and/or redeploy plant and people.

Around 10% of New Zealand’s workforce is employed in infrastructure. If the work immediately
ahead is unclear, we risk losing talent to opportunities overseas. If we lose people, it will be very
hard and expensive to attract them back when we need them for delivery.
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Multiple surveys run by our associations, which are attached to this letter in Appendix A,
demonstrate the current strain on people and business in respect of:

e Contracts being cancelled, paused or deferred
e Attrition overseas
e Falling business confidence

The financial strain is palpable, with some businesses finding it increasingly difficult to continue
operations under the weight of such uncertainty. Many, including our small to medium businesses,
have reached a breaking point and are being forced to make tough decisions such as cost-cutting
measures and downsizing in the absence of immediate investments.

The ramifications of such actions extend beyond mere economic concerns; it will impede our
ability to attract and retain skilled workers and affect potential downstream investment. The last
thing the Government or the industry wants is for there to be significantly less capability to deliver
on Government’s infrastructure agenda when it is wanting action, especially when we know a larger
and more technically capable workforce will be required to meet the aspirations of both the new
Government and the New Zealand public.

What needs to happen to put us in a strong position to deliver when the Government needs us

Our collective view is that some immediate signals from the Government into some kind of
stimulus renewals package would help address the current challenges the sector is facing, and
better position us to deliver to the Government’s future infrastructure plans when these are ready
to flow to market.

We acknowledge that New Zealand faces a monumental infrastructure deficit, with vast
requirements spanning both capital projects and maintenance endeavours. New strategies and
models for addressing our infrastructure deficit understandably take time. We support and value
the Government’s attention to this important work and look forward to inputting into it. We also
appreciate the signals sent by the Government about upcoming investment, including that it is your
intent for projects to commence as soon as practicable. However, we find there are potentially
many hundreds of businesses caught in this gap between intention and getting work to the starting
line, which as noted above creates instability with their cashflow and a question mark over ultimate
viability.

We believe Government and the private sector need to work together to ensure sustained
infrastructure investment over the immediate and long term for more informed planning and
delivery of projects and maintenance works. Infrastructure has a knock-on effect to the broader
construction and housing industry. If we do not have adequate infrastructure, then we are
constrained in our ability to build houses and there is also an impact on commercial growth also.

You will appreciate that businesses need as much certainty as possible to weather the storm and
sustain their operations and workforce through more difficult times. This entails prioritising work
and expediting projects that can propel us forward while concurrently advancing projects that
necessitate further development before funding commitments can be secured. That’s why we
suggest an accelerated and immediate package of renewals work, particularly in the water and
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transport sectors, to bridge the gap, retain essential skills and knowledge within our borders, and
attract top-tier infrastructure construction talent to New Zealand as we work towards longer-term
infrastructure delivery plans. This is work that we know needs to be done regardless of political
direction and future infrastructure planning.

We are asking for decisive action to address the current challenges plaguing the infrastructure
industry. The future prosperity of our nation hinges upon our ability to navigate these turbulent
waters and emerge stronger and more resilient on the other side. Keeping these businesses going
will ensure delivery efficiency and safeguard New Zealand’s ability to deliver the pipeline of work
that our communities need.

Thank you for your attention to this matter. We would appreciate the chance to meet you to discuss
these issues in more detail and discuss immediate actions that could alleviate these risks and

restore confidence across the infrastructure industry.

Yours sincerely,
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Helen Davidson Alan Pollard

Chief Executive Chief Executive

ACE New Zealand Civil Contractors New Zealand
Ankit Sharma Nick Leggett

Chief Executive Chief Executive

Registered Master Builders Association Infrastructure New Zealand



Pulse Survey

Preliminary results: 14 March 2024
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Background

« Water New Zealand and ACE NZ have teamed up on a survey to understand the challenges
and opportunities facing our members.

« The purpose was to gather accurate information and insights from across Aotearoa New
Zealand about business confidence, workforce capacity, the status of projects and future
contracts, and actions that could be taken to support the sector.

« The survey opened on the 23rd February and closed on the 11th March.

« There were 92 respondents.

The New Zealand Water & Wastes Association Waiora Aotearoa
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Respondent profile

Sectors represented

M Contractor M Consultancy M Council M Other (please specify)

Number of employees

B 1-10 employees M 11-30 employees M 31-50 employees M 51-100 employees M 101-500 employees M Over 500 employees
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Business conditions and confidence

Change in business conditions in the
last six months

some improvement

significant deterioration

Change in business confidence in the
last six months

some improvement

significant deterioration 29%
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Water sector contracts

Contract outcomes in the last six months

Issued Paused Deferred Cancelled

W Renewals ® Improvement/levels of service

M Growth B Recovery/climate related work
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Number of participants

Changes sought

Sector changes that would have a positive impact

Funding (well defined, committed and funded pipeline)

Regulatory certainty in Te Mana o te Wai settings

81
43
37
Regulatory certainty in resource consenting

Capability and Capacity (enhanced training and...

Adoption of National Engineering Design Standards
Data standards

Incident and Emergency Management Procedures and...

The New Zealand Water & Wastes Association Waiora Aotearoa
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vacancies

Percentage of organisations For those with vacancies, the
with vacancies proportion of vacant positions

< 20
Q15

No, 42% _?EJ >10
ER=

Yes, 58% =4 5 l

g 0
£ < 5% < 10% < 20% > 20%
=

Proportion of roles vacant
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Types of vacancies

Seniority of vacancies

Junior, under 3
years
experience, 14

Senior, more
than 10 years
experience, 31

Mid, more
than 3 years
experience but
less than 10
years, 39

Nature of the vacancy

Voluntary
resignations Short-term
as people vacancies
head 26%

overseas
23%

Inability to
recruit due to
organisation
restrictions
8%
ding

vacancies
43%
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Thank you

A huge thank you to the 92 respondents that completed this pulse survey.

The results outlined here have provided some insightful and valuable information.

d Water & Was
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Results Summary - CCNZ Industry Surveys
March 2024

Below is a breakdown of the notable highlights from CCNZ’s most recent surveys on different
sectors.

Construction Industry Survey - July 2023

CCNZ has conducted an annual survey of the Construction Industry since 2017. With a
representative response rate across over 200 senior company managers, this survey is well
utilised for its snapshot of the state of the civil construction industry and its outlook for the
future. A copy of this survey was provided to Minister Bishop at the CCNZ Conference in August
2023. Some key points from this survey are only further heightened by this current climate:

e 22 per cent of members projected their turnover would shrink in the next 12 months (up
from 11 per centin 2022 and 9 per centin 2021) (p13). Anecdotally, they are optimistic
about turnover after 18 months, and expect the work programme to resolve after a
policy shift.

e Continued uncertainty has a major impact on the ability of the industry to deliver the
infrastructure the country needs. The definition of a clear, committed, and funded
pipeline of work remains the most likely issue to have a positive impact on the civil
construction industry’s outlook, increasing in importance from last year (84 per cent vs
71 per cent in 2022). Close to half of businesses (45 percent) view increased funding for
infrastructure and maintenance projects as the most important initiative from an
incoming government following the 2023 election.

e Respondents identified increased funding for maintenance initiatives and renewals as
the most important initiative from an incoming government following the 2023 election

(p18)
Water Construction Contractor Survey - February 2024
In February 2024, a smaller survey was conducted with water construction contractors to

understand their outlook after Government signalling with water reform. 72% of business
indicated that they would need to scale down operations if work continued as it was.



Quantitative Results Summary - INZ Infrastructure Organisation

Survey: Confidence and Outlook
March 2024

Below is a breakdown of the notable highlights from the Infrastructure Organisation Survey:
Confidence and Outlook survey.

Percentages are rounded to the nearest 1.

Overall theme

There is a distinct lack of certainty and confidence within the sector, which is reflected in both
the sector’s view of New Zealand’s ability to increase infrastructure investment and the
business environment sector organisations find themselves in. This has serious and obvious
implications for the Government’s stated plans to ramp up infrastructure investment and
delivery.

Reflecting also on the qualitative results, perhaps the Government can help sector confidence
in the immediate future through the communication of a clear direction and plan for
infrastructure investment.

Highlight results

Staff lost overseas

o 42% of respondents had experienced staff attrition to overseas opportunities in the past
year.
e 70% think the risk of attrition to overseas will increase over the next 12 months.
e Only 22% responded that their organisation is looking to increase staff/contractor
numbers.
e The fourtop concerns for INZ member organisations are all related to the impact that a
lack of future certainty has on staff retention and recruitment (in order of concern):
1. Alackof pipeline of work in 12 months
2. Ability to keep skilled staff
3. Alack of pipeline of work 3 years and beyond
4. Ability to secure skilled staff

There is a lack of confidence in the current infrastructure pipeline and a high level of uncertainty
in the ability for NZ to scale up investment and projects. This is having an impact on
organisations’ staffing. These results are a warning to Government that it needs to do more to
provide certainty and opportunities to the sector so that organisations have more confidence to
retain and acquire staff.

Overall confidence

o When rating their organisation’s confidence in the business environment, respondents
averaged 5/10 over the next 12 months and 6/10 over the next three years.

e |ndustry confidence in Government investment in the short term is low but increases
when considering investment over the longer-term.



o 50% of respondents are either somewhat unconfident or highly unconfident in
the Government’s signals around the amount of investment in the next 12
months. This decreases to 36% who are either somewhat or highly unconfident
over the next three years.

o Only 33% of respondents are either highly confident or somewhat confident in
Government signals around increasing investment in the next 12 months. This
increases to 44% who are somewhat or highly confident over the next three
years.

These findings support Government initiatives such as the fast-tracking legislation that seek to
speed up project consenting etc. However, it also signals that the Government needs to do
more to provide greater short-term confidence to the sector through increased certainty and
concrete investment plans for infrastructure projects.

Confidence in the sector

e 84% of respondents anticipate the next 12 months to be more financially challenging
than the previous 12 months.

e 55% of respondents believe NZ is either somewhat ill-prepared or highly ill-prepared the
skills, people and equipment we have currently in the infrastructure sector, to respond
to an uplift of investment in the next 12 months? This compares with 31% who believe
we are somewhat or highly prepared.

o Ifthe upliftis delayed 12-36 months confidence in NZ’s preparation to respond
drops away even further, with 69% believing we would be either somewhat or
highly ill-prepared. Compare to 16% who believe we would be somewhat or
highly prepared.

These results indicate that the sector is teetering on the brink somewhat and is anticipating a
difficult time ahead. There is a real risk that unless significant infrastructure investment takes
place in the very short-term there will be an even more serious loss of capacity within the NZ
infrastructure sector to deliver.

Identified priorities for INZ’s advocacy with Government

The priorities that came through the strongest focus on ensuring a consistent pipeline of work,
improving transport infrastructure to improve congestion and public transport, and securing
long-term investment/funding/financing for infrastructure projects. These largely support the
findings above - the sector is calling for greater activity and certainty through the pipeline and
more investment.

1. Infrastructure pipeline
o Pipeline certainty - maintaining a continuous flow of projects to ensure a steady
workload and to maintain industry stability.
e Pipeline urgency - the work needs to emerge quickly.
e Continuity of investment to keep the pipeline of work going.

2. Investment, funding and financing
e Establishing a pipeline of major works.
e Streamlining funding and delivery models — Ensuring quick initiation of projects by

selecting priority projects and improving funding mechanisms, including public-private
partnerships.



e |nvesting in three waters services.

3. Transport
o Develop a plan for transport priorities and projects.
e Securing sustainable funding for the implementation of transportation projects.
e |nvestmentin rail and buses —there is a strong emphasis on investing more in rail and
buses compared to building new roads.

4. Water
e |nvestment in three waters, focusing on drinking water quality.
e Developing a pipeline of work to invest in upscaling water and wastewater
infrastructure.
e Consolidating and funding water asset repair and maintenance, starting with a national
roll-out of water metering.

Respondents

e 406 people undertook the survey

o 57% of respondents identified themselves as professional services consultants

e 74% identified their primary role as either employees or managers

o 63% of respondents identified as being from an organisation >301 employees.
Appendix

Qualitative results - Infrastructure Organisation Survey: Confidence and Outlook

1. Confirmation of Forward Pipeline: Respondents are concerned about the visibility and
certainty of upcoming infrastructure projects. This reflects a desire for better planning
and communication regarding future projects, which can help organizations prepare
and align their resources effectively.

2. Ability for Local Councils to Fund Water Infrastructure Investment: There's a clear
call for empowering local councils with the financial means or mechanisms to investin
water infrastructure. This indicates a recognition of the importance of water
infrastructure and the need for localized decision-making and investment capabilities.

3. Clarity on Climate Adaptation Funding: The feedback underscores the importance of
clear and directed funding towards climate adaptation measures within infrastructure
projects. This reveals a concern for environmental impacts and the necessity for
infrastructure resilience against climate change.

4. \Vision, Clear Objectives, and Accountability Framework: Respondents desire a
more defined vision for New Zealand's infrastructure, along with clear objectives and a
framework that ensures accountability. This suggests a need for strategic direction and
oversight in infrastructure development.

5. Decoupling Critical Long-Term Infrastructure Planning and Investment from
Political Cycles: There's a significant concern about the influence of political cycles on
infrastructure planning and investment. Respondents advocate for a more stable and
long-term approach that transcends short-term political agendas.



6.

10.

Focus on Rail Projects and Public Transport: Need to prioritize rail projects and
improvements in public transportation. This indicates a concern for sustainable and
efficient transport solutions that cater to urban density and environmental concerns.
Improving Economy Without Heavily Relying on Real Estate: There's an argument
against over-reliance on the real estate market for economic growth, advocating for
diversification and productivity improvements in other sectors.

Secure and Committed Infrastructure Pipeline/Program Based on Cycles Required
to Deliver Major Infrastructure: Similar to the first point, there's an emphasis on
securing a long-term, committed pipeline of projects, which suggests a desire for
stability and continuity in infrastructure development.

Clear and Secure Funding Mechanisms: The need for clear funding mechanisms is
highlighted, indicating concerns about financial planning and the execution of
infrastructure projects.

Long-Term Value and Increased Productivity in Digital Tools and Data: Lastly,
there's a call for embracing digital transformation within the infrastructure sector to
enhance productivity and realize long-term value.
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