
 
 
 

Office of the Minister of Transport 
Chair 
Cabinet Government Expenditure and Administration Committee  

PRELIMINARY REPORT: REVIEW OF VALUE FOR 
MONEY IN THE LAND TRANSPORT SECTOR
Proposal 

1. This paper is the Preliminary Report for the Review of Value for Money in the Land Transport 
Sector. 

2. This Preliminary Report summarises the findings from the Report of the Ministerial Advisory 
Group on Roading Costs (that Report is attached in Appendix 2) and the Ministry of 
Transport’s advice on that Report. It also provides an update on the content and timeframe 
for the remainder of the Review of Value for Money in the Land Transport Sector (the 
Review).  

Executive summary 

3. In February 2006, the Cabinet Committee on Government Expenditure and Administration 
agreed to a series of reviews of expenditure across government departments and agencies. 
This paper is the Preliminary Report for the Review of Value for Money in the Land Transport 
Sector (Preliminary Report). 

4. At the same time, the Ministerial Advisory Group on Roading Costs (Advisory Group) was 
appointed to identify the drivers of cost escalation in the roading sector. Road construction 
and maintenance activities make up approximately 70 percent of national land transport 
expenditure. Therefore, the then Minister of Transport asked the Ministry of Transport (the 
Ministry) to focus on roading activities for the Preliminary Report of the Review. 

5. The following table provides a description of the reports discussed in this paper. 

Report Status Contents 

Report of the Ministerial 
Advisory Group on 
Roading Costs (Report 
of Advisory Group) 

Final Report completed Full Report attached at Appendix 2 

Preliminary Report: 
Review of Value for 
Money in the Land 
Transport Sector 
(Preliminary Report) 

This Cabinet paper is the 
Preliminary Report 

Recommended initiatives that respond to the 
Advisory Group’s Report  

Update on remainder of Review included in this 
Cabinet Paper 
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Final Report: Review of 
Value for Money in the 
Land Transport Sector 
(Final Report) 

Due to be submitted with 
Cabinet Committee on 
Government Expenditure 
and Administration by  
6 December 2006 

Will include any additional matters arising from 
Advisory Group’s report plus recommendations 
around the Land Transport New Zealand’s Land 
Transport Programme, Passenger Transport 
funding, and overarching issues in the National 
Land Transport Programme 

6. The final report for the Review will be submitted to this Cabinet Committee by 6 December 
2006. It will include any additional matters relating to the Advisory Group’s recommendations 
not covered in this Preliminary Report. The Final Report for the Review will also identify 
options for maximising value for money in the National Land Transport Programme (NLTP), 
within the activity classes related to Passenger Transport and the Authority’s Land Transport 
Programme (which from 2007/08 comprises the New Zealand Police’s road policing 
initiatives) and on the NLTP at an overarching level. For this Review, it has been assumed 
that value for money will be achieved when decision making processes result in optimal 
project selection leading to an integrated, safe, responsive and sustainable land transport 
system, and projects are delivered in an efficient and cost effective manner. 

Background 

7. On 23 February 2006 the Cabinet Committee on Government Expenditure and 
Administration agreed to a series of reviews of expenditure across government departments 
and agencies. This included a Review of Value for Money in the Land Transport Sector (the 
Review).  

8. The purpose of the Review is to identify options for: 
• maximising value for money from the NLTP, including options for minimising unnecessary 

future cost increases in activity classes funded under it; and 
• better monitoring and reporting of expenditure from the NLTP. 

9. At the same time, the Advisory Group was appointed to identify the drivers of cost escalation 
in the roading sector. Road construction and maintenance activities make up approximately 
70 percent of national land transport expenditure. Therefore, the then Minister of Transport 
asked the Ministry to focus on roading activities for the Preliminary Report of the Review. 

10. The Advisory Group noted a period of significant under-investment in roads. Attempts have 
been made to rectify that under-investment over the past few years. $2.3 billion has been 
allocated for land transport activity in 2006-07, compared to the $866 million spent in 1998-
1999. Budget 2006 allocated an extra $1.3 billion over the next five years to bring the total to 
$13.4 billion over that period. In addition to that $13.4 billion, recommendations from the Joint 
Officials Group (JOG) processes have resulted in Cabinet decisions increasing the projected 
transport spend in Auckland, Wellington, Bay of Plenty and Waikato by a total of $2,150 
million over the years 2004/05 to 2016/17. I believe that the current level of funding for land 
transport is not excessive, and therefore expect the Review to identify ways to maximise the 
return on our investment and not to look at ways to reduce our investment. This is reflected in 
the Terms of Reference for both the Advisory Group and the Review. 

11. While this Preliminary Report focuses on roading costs, the final report of the Review will also 
address the NLTP activity classes related to Passenger Transport and the Authority’s Land 
Transport Programme (which from 2007/08 comprises the New Zealand Police’s road 
policing initiatives), and the NLTP at an overarching level.  The final Review will be submitted 
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to the Cabinet Committee on Government Expenditure and Administration by 6 December 
2006. 

Comment 

Summary of key findings of the  Ministerial Advisory Group on Roading Costs 

12. The transport sector has gone through substantial change and as a result New Zealand can 
now plan to build more and larger road projects in urban environments.  Communities are, 
however, exerting more influence on the scope of projects and agencies are less able to 
respond effectively or push back with enough rigour or consistency. 

13. Scope change has been the most significant contributor to cost increases.  Design and other 
standards can also contribute substantially to cost. The ability to accurately estimate the final 
cost of a project has improved, however, it remains a risk. 

14. Scope change, in particular in the planning phase, on large urban and semi-urban projects is 
the greatest risk going forward and evaluation of scope change is not always handled by the 
Boards of Land Transport New Zealand (Land Transport NZ) and Transit New Zealand 
(Transit NZ) as well as it should be. 

15. The evaluation and assessment of incremental scope change for projects could be improved.  
It should be applied consistently including at the regional and local level.  

16. Input costs have gone up but are consistent with international trends.  Reduced competition 
in some areas of the market has not been a significant contributor to cost increases.   

17. There has not been enough focus on cost efficiency.  

18.  Incentives or price signals need to be investigated as ways of focusing the value for money 
debate within the community. 

19. Monitoring and reporting needs to be improved. 

20. There is a gap in the national strategic framework for transport.  As a result, decisions are 
being driven from the bottom up, imposing costs on the National Land Transport Fund.  The 
gap needs to be filled by giving greater clarity around the expected outcomes and objectives 
and measuring progress towards achieving them.  Within this, there also needs to be a clear 
definition of value for money.  

21. To bring about the changes needed to achieve greater value for money there needs to be 
strong effective leadership, collaboration and governance across the transport sector. 

Level of Public Interest 

22. We expect the Report of the Advisory Group will attract a reasonable amount of public and 
professional attention. The information in the table below is a likely example of the sort of 
content that may attract attention. The table contains a selection of projects and indicates 
what the key cost drivers were in each case. It is an extract from the Advisory Group’s Report 
and, as noted in the Advisory Group’s Report, these examples may not be typical of all 
cases.  
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Table 2. Summary of key cost drivers for Transit NZ and local authority construction case studies 

Key: * Minor impact  ** Moderate impact  *** Major impact 

Scope change 
 Cost change 

$ million 
Years of 

estimates 

Estimate 
Engineering 

decisions 
including 

design 
standards 

Environmental & 
community 
mitigation 

Input 
costs 

 ALPURT – Sector B2 (toll 
road) 
 

82–340 
1997–2006 ** ** *** * 

 Victoria Park Tunnel 
 

165–320 
2001–2006 ***  ** * 

 Bell Block Bypass 
 

8.8–20.2 
1999–2005  ***   

 Grafton Gully 
 

95–64 ** ***  2000–2005 * 
 Mangatawhiri Deviation 

 ** ***  15.5–50 
1999–2005  

Transit NZ Waiouru Connection 
 

 
 
This table represents broad judgement only of the relative magnitude of factors impacting on cost estimates. 
 

Source: Ministerial Advisory Group on Roading Costs, Final Report 

23.  In table 2 above, “estimation” is carried out at various lifecycle stages of a project and the 
ability to accurately estimate the cost of a project is a risk. “Scope change” relates to the 
addition or removal or physical components of a project and may come about as a result of 
community or other pressure. “Input cost” increases are the result of changes in the cost of, 
generally, labour or materials due to movements in the market.  

 
Key priorities proposed by the Ministerial Advisory Group on Roading Costs 

24.  While containing a range of key messages, the Advisory Group proposed the following 
priorities, in discussion with myself. We have used these priorities to form the initiatives in 
Appendix 1. 

Short-term and Urgent 

25. Governance of Land Transport NZ and Transit NZ.  The Advisory Group identified the need 
for specific skills on land transport entity Boards including commercial, strategic and 
governance skills.  The Advisory Group consider that these skills can help to provide the 

10–20 
2003–2006 *** **  * 

 Northern Busway *** 95–200 
2003–2006   ** * 

 **   ** Inner City Bypass 
 

32–53 
1999–2004 

 Waterview Connection 
(Avondale) 
 

72–1.38 b 
1996–2009 

(Const)  
**  *** * 

 Manukau Extension SH20 –
SH1 125–225 

2000–2006 **  *** * 
 

 
 

Harbour Link 
 

135–241 
2002–2005 ** ***   

 Tauranga Eastern Arterial 
 

99–388 
1998–2006 *** **   

     SH/LR Whangaparaoa Road 
(Rodney DC) 
 

13.0–15.2 
2001–2005 *   * 

 Kerikeri Bypass (Far North 
DC) 

8.6–14.3 
***   2003–2005 

 
** 
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appropriate cost focus at the governance level for these Crown entities. At the same time as 
the Advisory Group’s recommendations, I was in the process of appointing one new member 
to the Board of Land Transport NZ, and four new members to the Board of Transit NZ. 

26. Policy on the application of the Land Transport Management Act 2003.  The Advisory Group 
considers that policy direction on how to interpret the Land Transport Management Act 2003 
(LTMA) is required within the next three to six months.  The Advisory Group identified the 
need for work in the following areas: 
• defining appropriate revenue and expenditure levels for land transport in New Zealand; 
• improvements to the processes that establish project scope and costs as well as how 

projects are evaluated; and 
• investigation of Multi Criteria Analysis1, the United Kingdom’s approach to project 

evaluation, and South East Queensland’s approach to infrastructure planning. 

27. Organisational responsibilities.  The Advisory Group discussed the important role that Land 
Transport NZ plays in purchasing transport outcomes and the need for all transport agencies 
to give greater effect to their roles set out in legislation. 

28. Standardised reporting for projects.  The Advisory Group identified a particular need for 
clearer reporting of project assumptions. 

Long-term 

29. The longer-term priorities identified by the Advisory Group were addressing the ‘strategic 
gap’ (discussed below), better alignment and integration of planning (both across the 
transport sector and government), and streamlining and better coordinating consultation 
processes.  

30. The detailed table of initiatives responding to the recommendations of the Advisory Group in 
Appendix 1 has been developed and agreed across the transport sector.  

31. Overall, officials from the departments and organisations consulted on the Advisory Group’s 
Report have responded positively.  In addition, there is general consensus from transport 
officials around the broad issues raised in the Advisory Group’s Report and the initiatives 
proposed in Appendix 1. 

Areas requiring further consideration  

32. The following are the key areas identified as specifically needing further consideration and 
work by the Ministry before initiatives can be recommended. 

A gap in the national strategic framework. 

33. The Advisory Group recommends the development of a National Land Transport Strategy, as 
provided by the Land Transport Act 1998. The Advisory Group considered that the existing 
New Zealand Transport Strategy (NZTS) is being interpreted in a variety of ways and that 

                                            
1 Multi Criteria Analysis (MCA) determines preferences among alternative options, where the options 
accomplish several objectives – such as social, environmental, technical, economic and financial criteria. The 
measurement of objectives need not be monetary but can be qualitative (through scoring, ranking or weighting) 
or qualitative. MCA provides techniques for comparing and ranking the different outcomes. 
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there is a need for clarity around the objectives in the NZTS and how to measure progress 
towards achieving them.   

34. While I agree that there is a ‘strategic gap’ as identified by the Advisory Group, I consider that 
there may be other means by which the ‘strategic gap’ could be filled other than a National 
Land Transport Strategy as set out in the Land Transport Act 1998. These options are likely 
to be less resource intensive and provide greater certainty of outcome for the government.  
This paper, however, does not provide specific actions in this area. The final Review report 
will address this issue and suggest options for addressing the ‘strategic gap’.  

35. The Advisory Group also recommends the development of a national roads strategy to 
prioritise roading outcomes, provide guidance on funding and to assist in strategic land 
purchase.  Transit NZ is about to present a draft National State Highway Strategy to its Board 
and seek approval to begin consultation.  This strategy would be a potentially useful 
contribution to filling the ‘strategic gap’ identified by the Advisory Group. The final Review 
report will take Transit NZ’s National State Highway Strategy into account when providing 
options for addressing the ‘strategic gap’. 

Incentives and price signals. 

36. The Advisory Group propose that communities contribute to the cost of mitigation for state 
highways, for example, where the community is advocating higher standards for noise, urban 
beautification/development, or higher grade intersections.  This issue needs to be seen in the 
context of the upcoming independent inquiry into rates funding.  Any initiatives in this area 
will require commitment at all levels and substantial work.  This paper does not recommend 
any action in this area at this time.  

Impact of revenue and cost escalation guarantees 

37. The Advisory Group’s Report also discusses implementation of the 2006 Budget decisions 
that provide revenue and cost escalation guarantees for a five year package of State highway 
construction projects and a revenue guarantee for the remainder of the NLTP.  The Funding 
and Planning Changes Project, led by the Ministry, is working to implement the Budget 
decisions. The Ministry will report to the Minister of Finance and me in December 2006. That 
project will also take into account the recommendations of the Advisory Group. 

Decision-making by Crown entities and leadership across the sector.   

38. The Advisory Group’s Report questions aspects of decision-making by the Land Transport 
NZ and Transit NZ Boards around the scope and funding of road projects that were used as 
case studies by the Advisory Group.  Transit NZ’s Board continues to hold the view that its 
decisions on scope and the consequent cost of projects were appropriate. It should be noted 
that the Advisory Group were restricted in their analysis with time constraints and availability 
of all information within the time allowed. 

Levels of competition and perceived profit margins.   

39. The Advisory Group concluded that New Zealand trends were in line with international trends 
regarding levels of competition and perceived profit margins in the construction industry.   
The Advisory Group’s Terms of Reference did not require further analysis of profit margins, 
but it is likely that the recommendations in this area will be of interest once the Advisory 
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Group’s Report is released publicly. Transit NZ’s Value for Money project is looking at this 
subject among others, with a view to investigate/improve value for money. 

Proposed Initiatives 

40. The proposed initiatives set out in Appendix 1 have been developed and agreed across the 
transport sector.  I have instructed the Ministry to work with Land Transport NZ and Transit 
NZ to prioritise or re-prioritise, as necessary, their 2006/07 and 2007/08 work programmes to 
take account of the proposed initiatives that respond to the Advisory Group’s 
recommendations. I propose that Cabinet direct the Ministry to work with Land Transport NZ 
and Transit NZ to include, as part of the Final Report of the Review, the work programme, in 
response to the recommendations of the Advisory Group’s Report. 

41. Appendix 1 also provides an indicative timeframe for implementation.  This timeframe means 
that work will be completed or have a substantial start, within the next 18 months.  The 
impact of implementing some initiatives may, however, be realised in the longer-term. 

42. The Ministry will monitor the initiatives that are agreed by Cabinet.  In support of this, I 
propose that a Cabinet report back date be set in 18-24 months time.  Where appropriate, 
further initiatives and an update on progress on the implementation of the attached initiatives, 
will be incorporated into the Review’s final report back in December 2006.  

The Remainder of the Review of Value for Money in the Land Transport Sector 

43. The remainder of the Review has focused on the NLTP activity classes related to Passenger 
Transport and Land Transport NZ’s Land Transport Programme, and on the NLTP at an 
overarching level.   

44. On completion of the Review, I will provide the Cabinet Committee on Government 
Expenditure and Administration with a set of coordinated reports by 6 December 2006 
covering: 
• Overarching issues; 
• Passenger Transport; 
• Land Transport NZ’s Land Transport Programme; and 
• Any additional issues relating to the roading activity classes (not covered in this 

Preliminary Report). 

45. In order to achieve value for money, it is essential that an optimal set of projects is 
implemented and that these projects are carried out in a cost efficient manner.  To ensure 
this happens, a clear framework is required that ensures that the mandate of each of the key 
organisations is clear, sound processes are in place, roles are clear and adequately 
resourced, and people and processes are effectively supported by tools and information.   

46. In relation to clarity of mandate, the issues being considered include: 
• The need to provide further guidance on the meaning of the objectives stated in the New 

Zealand Transport Strategy; and 
• At the central government level, the need to define and differentiate clearly the Ministry’s 

and the Crown entities’ roles and how these are reflected in mandatory documents. 
 
 

 7



47. Regarding processes, issues being considered include: 
• The implications of current decision-making processes, including how the requirements of 

the LTMA are taken into account in selecting projects and packages; 
• The opportunity to improve reporting against the NLTP; 
• Improvements to the Ministry’s current approach to monitoring the land transport Crown 

entities; and 
• Better integration of local and regional input, particularly in relation to the planning and 

funding of safety and passenger transport activities. 

48. In terms of roles and resources the Review is considering issues such as: 
• Enhancement of the Ministry’s policy leadership role and the capability required to deliver 

it effectively; and 
• Ways of improving capability across the transport sector, including supporting local 

government. 

49. With regard to adequate information and tools, the Review is considering: 
• The opportunity to improve transparency in relation to the overall logic of programming 

and funding decisions; 
• Improved models for estimation;  
• Opportunities for making better use of existing data and research; and  
• The need to ensure that a strategic approach is taken to research, enabling coordination 

across the sector. 

Consultation 

50. Land Transport NZ, Transit NZ, the Treasury, State Services Commission, the Department of 
Prime Minister and Cabinet and Local Government New Zealand have been consulted on 
this Cabinet Paper.   

Financial implications 

51.  None 

Human rights implications 

52.  None 

Legislative implications 

53.  None 

Gender implications 

54.  None 
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Disability perspective 

55. None 

Publicity 

56. The final text of the Report from the Ministerial Advisory Group on Roading Costs is attached 
in Appendix 2, and will be discoverable under the Official Information Act 1982 once this 
paper is approved by Cabinet. 

57. I recommend that following Cabinet approval, this Preliminary Report for the Review of Value 
for Money in the Land Transport Sector and a published version of the Report from the 
Ministerial Advisory Group on Roading Costs be released. 

58. A period of two weeks is recommended between Cabinet approval and public release, to 
allow time for printing and publication of the Report from the Ministerial Advisory Group on 
Roading Costs. 

59. The Ministry of Transport is providing a communications strategy which will indicate risks and 
mitigation strategies to deal with the public release of these documents for my consideration. 

Recommendations 

60. The Minister of Transport recommends that the Committee: 
 

1 note that this is the Preliminary Report for the Review of Value for Money in the Land 
Transport Sector. 
 

2 note that this Preliminary Report covers the key findings and priorities from the Report of 
the Ministerial Advisory Group on Roading Costs, and an update on the remainder of the 
Review of Value for Money in the Land Transport Sector. 
 

3 note that the key findings from the Ministerial Advisory Group on Roading Costs included 
scope change being the most significant contributor to cost increases, and input costs not 
being so significant. 
 

4 note that the key priorities from the Ministerial Advisory Group on Roading Costs are 
around governance of land transport entity Boards, the need for policy direction on 
interpretation of the Land Transport Management Act 2003, the need to clarify the roles of 
transport agencies, and the need for standardised reporting for project assumptions. 
 

5 agree to the initiatives responding to the recommendations of the Ministerial Advisory 
Group on Roading Costs in Appendix 1. 
 

6 note that the Ministry of Transport has identified a number of priorities from the Ministerial 
Advisory Group on Roading Costs as needing further consideration before initiatives can 
be recommended. Those areas are addressing the ‘strategic gap’ in the national strategic 
framework, incentives and price signals, the impact of revenue and cost escalation 
guarantees, decision-making by Crown entities and leadership across the sector, and 
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levels of competition and perceived profit margins. 
 

7 note that the Final Report for the Review of Value for Money in the Land Transport Sector 
will be submitted to the Cabinet Committee on Government Administration and 
Expenditure by 6 December 2006. 
 

8 note that the Final Report for the Review of Value for Money in the Land Transport Sector 
will include any additional matters arising from the Report of the Ministerial Advisory 
Group on Roading Costs plus recommendations around the Land Transport New 
Zealand’s Land Transport Programme, Passenger Transport funding, and overarching 
issues in the National Land Transport Programme. 
 

9 direct the Ministry of Transport to work with Land Transport New Zealand and Transit 
New Zealand to develop a work programme to implement the initiatives proposed in 
Appendix 1 and include the work programme in the Final Report for the Review of Value 
for Money in the Land Transport Sector. 
 

10 invite the Minister of Transport to report back to Cabinet on progress made on the 
initiatives outlined in Appendix 1 of this paper before October 2008.  
 

11 agree to the public release of the Preliminary Report for the Review of Value for Money in 
the Land Transport Sector and a published version of the Report from the Ministerial 
Advisory Group on Roading Costs two weeks after Cabinet approval of this paper. 

 
 

 

Hon Annette King  
Minister of Transport



 
 
 
Appendix 1: Proposed Initiatives arising from the Report of the Advisory Group on Roading Costs 
Recommendation Discussion Initiative 

Initiatives that respond to recommendations around the reliability of estimation
1.  The Advisory Group recommends that early 
and additional funding to investigate and research 
projects (particularly large and/or complex 
projects) would achieve greater certainty of scope 
and estimated outturn costs.   

Generally, earlier confidence in cost assessment 
will provide greater confidence in project 
feasibility.  So while this recommendation is 
feasible, there are a number of issues that need 
to be carefully considered to ensure practical 
solutions.  For example, additional investigation of 
projects could add to the time involved in planning 
without providing sufficient benefits to justify the 
added cost and time.  Similarly, to ensure value 
for money, additional funding for investigation and 
research should aim to reduce the overall cost of 
the project rather than simply add to it. 

a)  Land Transport NZ will investigate the 
appropriate scope for investigation and research for 
projects as part of the development of a case 
management approach to project delivery and 
report back on implementation within the 18-24 
month review period. 
 
b)  Land Transport NZ and Transit NZ will develop 
and implement a protocol for managing major state 
highway projects. 
 

2.  The reliability of estimation is an issue for both 
central and local government.  The Advisory 
Group recommends that a standard format be 
adopted for reporting to management, 
consultants, and Boards as well as other users.  
This includes: 

Some of the components recommended by the 
Advisory Group are already a requirement of Land 
Transport NZ’s Project Evaluation Manual which 
includes worksheets and templates for project 
costs, benefits and risks.  The release of interim 
cost assessments (at feasibility and option 
estimate stages and before the design estimate 
stage) raises issues of apparent poor estimating 
and sets false expectations.  Transit NZ’s Cost 
Estimation Project is reviewing this process.  It is 
anticipated that this project will be completed and 
recommendations presented by December 2006.  
It is agreed that processes could be improved and 
that standardised reporting would improve 
transparency and assist in decision making. 

a)  Land Transport NZ and Transit NZ will 
implement the identified improvements to reporting 
processes. 
 

1. Clear identification of cost elements and 
project stages; 

2. Incremental assessment; 
3. A common reference year for escalation; 
4. Benefits, costs, risks and assumptions 

reported in a standard format; and 
5. The development of value for money 

indicators. 

b)  Land Transport NZ will investigate further 
improvements to the standard reporting format for 
project costs, benefits and risks in the Project 
Evaluation Manual and see that this information is 
captured in the database system.  They will report 
back on implementation within the 18-24 month 
review period. 
 
c)  Transit NZ will develop and implement an 
advanced risk analysis methodology for use on 
large / complex projects and report back on 
implementation within the 18-24 month review 
period. 
 
d)  Transit NZ will investigate improvements to the 
training and monitoring of cost estimation 
practitioners and report back on implementation 
within the 18-24 month review period. 
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Recommendation Discussion Initiative 

Initiatives that respond to recommendations around managing input costs and procurement
3.  The Advisory Group recommends that further 
consideration be given to changing the discount 
rate, given the current environment of increased 
road development.  

The Advisory Group states that: 
“recent increases in land transport investment and 
the multi-modal focus of the New Zealand 
Transport Strategy are resulting in choices 
between infrastructure with potentially different 
cost, benefit and risk profiles.  Projects with 
longer-term benefits may be unwisely 
disadvantaged if the current discount rate is too 
high”. 
The Treasury is undertaking research on the 
discount rate from an across government 
perspective. 

a)  Land Transport NZ will investigate the effects of 
changing the discount rate (investigating a number 
of options) for transport and provide a report to the 
Ministry to feed into the Treasury’s research.  The 
Ministry will report back on options within the 18-24 
month review period. 

4.  Further work by transport agencies and local 
government is recommended by the Advisory 
Group to encourage the appropriate level of 
competition in key areas through targeted actions 
and procurement methods.  This includes: 

1.   Supporting the development of emerging 
New Zealand companies; 

2. Investigating current procurement 
practices for consultancy; 

3. Investigating further a certification system 
for contractors; and 

Transit NZ’s Value for Money Project is not yet 
completed and recommendations have not been 
made to Management or the Board of Transit NZ.  
Initial draft recommendations include: 

4. Investigating further the use of 
performance based maintenance 
contracts using Key Performance 
Indicators. 

• Pursue opportunities to strengthen in-house 
capability; 

• Assess the adoption of international best 
practice standards in NZ (in a regional or 
project context).  This will be implemented 
where supply chain constraints have been 
identified; 

• Adopt a more systematic approach to value 
management practices; 

• Possible direct purchasing of material 
where low market efficiency exists; 

• Increase emphasis on relationship based 
contracting and early contractor 
involvement to stimulate increased value; 

• Introduce a dedicated project management 
system to increase consistency of reporting; 

• Address issues of staff retention and 
recruitment; and 

• Continue to trial the prequalification system 
for contractors. 

a)  These issues will be considered as part of 
Transit NZ’s Value for Money Project and Land 
Transport NZ’s Review of Procurement Procedures 
for Physical Works and Professional Services due 
to be completed in October 2006 and June 2007 
respectively.  Transit NZ will report back on findings 
and implementation in December 2006 and Land 
Transport NZ within the 18-24 month review period. 
 
b)  Transit NZ will investigate strategies to provide a 
spectrum of project sizes so that contractors can 
progress through the market report back on options 
within the 18-24 month review period.  The impact 
of this initiative will be seen longer-term. 
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Recommendation Discussion Initiative 
5.  The Advisory Group recommends that Public 
Private Partnerships (PPPs) are investigated 
further for appropriateness as a procurement 
method in the road construction industry.   

It is agreed that the benefits of PPPs are more 
limited in the NZ context given all construction is 
undertaken by the private sector.  It is noted that 
this issue was the subject of a report 
commissioned by the Treasury which highlights 
the limitations of PPPs in NZ and has been 
extensively quoted by Hon Dr Michael Cullen in 
the House.  Transit NZ is also investigating PPPs. 

a)  The Ministry will continue to work with Rodney 
District Council to assist them with the prospective 
Penlink PPP and, if required, work with developers 
seeking to advance the Kapiti Link Road.  The 
Ministry will also develop a “lessons learnt” model 
from these projects. 
 
b)  Transit NZ will investigate PPPs in the NZ 
context and summarise their findings in an interim 
report to the Ministry in November.  The Ministry will 
provide the Minister of Transport with advice on the 
options within the 18-24 month review period. 

Initiatives that respond to recommendations around scope change and organisational issues
6.  The Advisory Group have identified a gap in 
the national strategic framework for transport and 
recommends that action is taken to fill this gap 
urgently.  The Advisory Group suggest the 
development of a National Land Transport 
Strategy and national roads strategy as well as 
investigation of international models.     

This issue will be incorporated into the Review of 
Value for Money in the Land Transport Sector 
which will consider all of the possible ways to fill 
the ‘strategic gap’. 
 
Transit NZ’s draft National State Highway 
Strategy sets out how Transit NZ expects to move 
towards and manage the state highway system as 
an integral part of the transportation network; a 
network that supports economic transformation 
and is in keeping with the environmental and 
social values of New Zealand.  The document will 
be presented to Transit NZ’s Board in September 
seeking approval to begin consultation.  The 
Ministry recommends that Transit NZ share the 
document with the sector as soon as possible in 
order to consider this as an initiative in this 
exercise.  

a)  The Ministry of Transport will look at ways to 
take value for money into account when developing 
indicators for use at outcome level as part of the 
Developing a Monitoring Indicator Framework 
Project.  The Ministry will report back on 
implementation within the 18-24 month review 
period.  The impact of this initiative will be seen 
longer-term. 
 
b)  Possible release of the draft National State 
Highway Strategy, subject to consultation with the 
transport sector and sign-off by Ministers.  The 
impact of this initiative will be seen longer-term. 
 
Note: The Ministry has asked Transit NZ for further 
information in order to provide advice to me.  This is 
one of the more substantive initiatives in this list but 
will need careful management. 
 
c)  The Ministry will undertake a gap analysis of 
existing strategic documents and research 
international examples including those documents 
discussed in the Advisory Group’s Report. 
 
Note: Further consideration is required around how 
to best fill the ‘strategic gap’ and how the concept of 
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affordability could be realised. 
 
Recommendation Discussion Initiative 
7.  Enhancements to Land Transport NZ’s 
evaluation system have been recommended by 
the Advisory Group to enable more robust 
comparison of projects, particularly major state 
highway projects.  (This includes: 

1. Early involvement by Land Transport NZ 
in major state highway projects; 

2. Land Transport NZ reviews during the 
design and construction phases of major 
state highway projects; 

3. Streamlining of evaluation processes for 
small projects; and 

4. Consideration of Multi Criteria Analysis 
(MCA) as a standard method of 
evaluating projects. 

Transit NZ and Land Transport NZ make 
continual improvements to the processes and 
systems that evaluate and assess projects.  In 
2003, Land Transport NZ’s Funding Allocation 
Process was peer reviewed by Traffic Research 
Limited (UK).  The peer review concluded that the 
process was well aligned with international best 
practice.  Since 2003, there have been two 
substantial internal revisions of the Funding 
Allocation Process in order to incorporate the 
changes in the sector. 

a)  Land Transport NZ will review incremental 
analysis within its Funding Allocation Process and 
report back on implementation within the 18-24 
month review period. 
 
b) Land Transport NZ will investigate areas for 
increased or earlier involvement in major state 
highway projects and will report back on 
implementation in December 2006. 
 
c)  Land Transport NZ and Transit NZ will develop 
and implement a protocol for managing major state 
highway projects and will report back in December. 

MCA is being considered by the Auckland 
Transport Strategic Alignment Project. 
 
Seeking clarification from the Advisory Group: 

 
d)  The Ministry and Land Transport NZ will 
investigate the use of MCA with input from the 
Auckland Transport Strategic Alignment Project and 
report back on options within the 18-24 month 
review period. 

a)  Streamlining the evaluation processes for 
small projects. 

 
8.  The Advisory Group supports the sharing of 
information between the agencies that develop 
land transport strategies and plans to ensure 
consistency.   

Local government have an excellent electronic 
information sharing system and there are fora for 
sharing lessons learnt. 

a)  The Ministry will lead discussions with local 
government and the transport sector around 
strategies to address this issue and report back on 
implementation within the 18-24 month review 
period.  The impact of this initiative will be seen 
longer-term
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Recommendation Discussion Initiative 
9.  Memoranda of Understanding (MoUs) are 
recommended by the Advisory Group to define 
behaviours and processes for the entities involved 
in decision making.   

MoUs are one mechanism for defining behaviours 
and relationships.  Land Transport NZ and Transit 
NZ successfully use MoUs to define their 
relationships with local authorities.  It is noted that 
MoUs need to recognise the statutory 
responsibilities of each party.  MoUs in the 
transport sector have provided opportunities, such 
as the sharing of resources and expertise or the 
delegation of responsibilities2.  These types of 
MoU, while more contractual in nature, may be 
where the greatest sector-wide financial benefits 
could be gained 

a)  Each organisation (including local government) 
will investigate further use of mechanisms, such as 
MoUs, to improve relationships and define 
behaviours and report back on implementation 
within the 18-24 month review period. 
 
b)  Further analysis of the sector-wide financial 
benefits of more contractual based mechanisms will 
be undertaken by the Ministry and report back on 
options within the 18-24 month review period.  The 
impact of this initiative will be seen longer-term

10.  Possible streamlining and better coordination 
of consent and consultation processes is seen by 
the Advisory Group as one way of ensuring that 
projects can proceed to construction as quickly as 
possible.   

It is agreed that, where systems and processes 
can be used better, appropriate improvements 
should be made.  The complexity of the consent 
and consultation processes is noted.  In order to 
successfully streamline the processes political will 
is required at all levels. 

a)  Transit NZ and local government will investigate 
how consent and consultation processes could be 
further streamlined within existing legislative 
requirements and develop a reference of lessons 
learnt.  Transit NZ will report back on options within 
the 18-24 month review period.  The impact of this 
initiative will be seen longer-term. 

11.  The Advisory Group recommends that 
greater effect is given to the roles of transport 
agencies and other parties involved in planning 
and constructing roads.   

This issue will be incorporated into the Review of 
Value for Money in the Land Transport Sector. 
 
Seeking clarification from the Advisory Group: 

 a)  Definitions used by the Advisory Group. 

a)  The Ministry will report back on options through 
the Review of Value for Money in the Land 
Transport Sector in December. 
 

12.  Robust prioritisation criteria are 
recommended by the Advisory Group for regional 
priorities, similar to those recommended 
nationally.   

Seeking clarification from the Advisory Group: 
a)  Intended relationship between regional and 
national priorities. 

None at this stage. 

                                            
2 An example of this is Marlborough Roads, which is a Transit NZ office.  It contracts back to Transit NZ and the Marlborough District Council in order to run 
and administer the Marlborough District roading network. 
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Recommendation Discussion Initiative 
13.  More comprehensive monitoring of Crown 
entities is recommended by the Advisory Group.  
This includes: 

1. Accountability and performance 
monitoring; and 

2. Value for money performance indicators. 

This issue will be incorporated into the Review of 
Value for Money in the Land Transport Sector. 
 
Seeking clarification from the Advisory Group: 
a)  What is meant by ‘more comprehensive’? 

a)  The Ministry will undertake an internal review of 
performance monitoring of Crown entities and 
report back on implementation within the 18-24 
month review period. 
 

14.  The Advisory Group recommends a review of 
the skills and experience required at board level 
for Crown entities.   

It is the role of the Minister to appoint board 
members and the Ministry to support her in this 
role. 

a)  A position paper, including comment on the 
skills required for board members, is being 
developed by the Ministry for the Minister’s 
consideration. 

15.  A focus on developing a collaborative and 
aligned leadership environment for transport 
entities and the Ministry is recommended by the 
Advisory Group.   

This is work in progress, however, it is agreed that 
further effort is required. 

a)  Transport Chief Executives and Boards will give 
focus to leadership and collaboration across the 
sector at monthly meetings and report back on 
implementation within the 18-24 month review 
period. 

16. Incentives and price signals are 
recommended by the Advisory Group.  This 
includes: 

1. Costs shared between central and local 
government for mitigation of state 
highway projects; and 

2. Encouraging parties to work together to 
get the most cost effective solution. 

This recommendation needs to be seen in the 
context of the pending rates review.  Any 
initiatives in this area will require commitment at 
all levels. 

a)  The Ministry will report back on options within 
the 18-24 month review period. 

17.  The Advisory Group recommends a network 
focus for planning and funding.   

Seeking clarification from the Advisory Group: 
a)  What is intended by a network approach to 
funding? 

None at this stage. 
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