
 

 

 

12 November 2009 

Dr D T Brash 
Chair 
2025 Taskforce 
PO Box 3724 
WELLINGTON 6140 
 

Dear Dr Brash 

Closing the income gap with Australia – the role building & construction industry should play 

We appreciate the opportunity to provide a perspective on what’s needed for New Zealand’s 

economic standing to catch up with Australia – and applaud the initiative to try to do so, as well 

as offer our contribution (as much as we’re able) to helping ensure we succeed. 

Executive Summary 

Before going into the substantive detail, this submission essentially makes three main points: 

 The building and construction industry is a significant part of the New Zealand economy 

– at least 10% of NZ GDP can be linked to the industry; 

 The building and construction industry is not as productive as it could be – a 10% 

productivity gain in the industry would drive an annual 1% gain in NZ GDP growth, 

worth ~$1.8b and with knock-on productivity improvements across all other sectors  – 

and nor is it as innovative as it could/should be; (See attached diagrammatic view) 

 Government R&D investment in the built environment area is by our calculation ~1% 

of the total - significantly less than the industry’s GDP value/contribution – and the 

productivity gains required will not be realised unless higher levels of R&D investment 

are made. 

Fuller submission and discussion 

As the building and construction industry’s primary research body, BRANZ sits at the nexus 

between science and building, and we perhaps bring a unique perspective because of this.  We 

report to an industry board, appointed by an “electoral college” of industry members – and as 

such we are aware of the view of both our industry colleagues, and also our scientific peers.  

Most importantly, while we work closely with the Government we do not answer to it, and 

hence can truly supply an independent view. 

The 2025 Taskforce members are undoubtedly aware of the importance of the construction 

industry: conservative estimates put its direct contribution to GDP at around 5%, and it’s total 

indirect/valued-add contribution sits at around 10-12%.  Recent research in the UK – which has 

similar direct and non-direct/value-add contributions from the industry as New Zealand – 

suggests that the actual economic impact of the building and construction industry is up to 20% 

of GDP, if the entire supply chain’s GDP contributions are taken into account. Regardless of the 

measure, building and construction is a significant part of the New Zealand economy. 
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If further emphasis is needed to underscore this point, consider the actions of virtually every 

Government in the world over the last year during the global economic recession – most countries 

have sought to pump money into construction to boost their sagging economies. The multiplier 

effect of the sector’s supply chain and total value increase of the finished property is the 

fundamental reason for this – and it certainly makes clear that construction underpins economic 

growth. 

We also record the observation that any economy – no matter whether based on high technology, 

agronomy, or (perhaps, especially!) tourism - must have an efficient built environment involving: 

 Housing in which the workers and their families can live and be healthy (ill workers lessen 

productivity, ill children learn poorly),  

 ‘Factories’ in which workers add their contribution to GDP,  

 Import/export facilities such as airports and ports, 

 Educational and health facilities, and 

 Stadia in which to play and entertain.  

This represents social as well as economic capital stock. 

For some years, BRANZ has also been concerned that the existing built environment, by far the 

largest component of the national wealth at some 10-13 times the value of the stock market (the 

values of both naturally vary over time – but an order of magnitude difference in scale can not be 

ignored) , has somehow dropped off the radar of policymakers.  Our own series of House Condition 

Surveys have shown a steady increase in the outstanding maintenance of just the housing stock – at 

the last survey it was around $6b, and that does not include the ~$11.5b (as we understand the 

number to be)of specific weathertightness-related damage estimated by PWC earlier this year.  It is 

pleasing therefore to have heard from the Minister of Housing at a recent Wellington seminar that 

the Government now considers housing a part of the infrastructure of New Zealand. 

One of our key points, therefore, is that whilst closing the income gap is certainly very important, it 

would be smart to also keep an eye on the wealth (or return on sunk cost) of New Zealand 

represented by its built environment.  Income is but one measure of economic prosperity. 

During 2009, two Sector Taskforces reported back to the Minister of Building and Construction. One 

was related to Urban Form, a specific issue with which the sector is grappling on behalf of the New 

Zealand public, and the other on Sector Productivity. 

The Government has rightly focussed on the productivity of the New Zealand economy, and with the 

construction sector not just lagging the whole economy but actually declining; this is a major issue 

for the industry.  Earlier work by BERL has suggested that a 10% gain in sector productivity will lift 

GDP by 1% on an annual basis – as an example of the profound knock-on value of efficiency, 

productivity and innovation in the sector.  We applaud the renewed Government focus on innovation 

as part of the focus on productivity, and are ourselves investing in several research projects 

investigating different aspects of the sector, and how innovation flows (or does not) to the benefit of 

the economy in general.  BRANZ has indicatively earmarked $1m from its reserves to address the 

research-related aspects of industry productivity (with the timeframe and actual research 

programme for the application of those funds yet to be determined).  However, compared to 
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overseas jurisdictions, there would be much value to be gained from a larger overall investment into 

building and construction industry productivity, and we are working with stakeholders to see what 

can be done in that regard. 

The 2007 OECD report on New Zealand Innovation Policy (which has become a de-facto touchstone 

in discussions around innovation) pointed out that New Zealand’s infrastructure required smart 

investment in infrastructure – and we have earlier pointed to two facets of this in which BRANZ has 

an interest on behalf of the construction industry, namely the construction process, and 

management of the existing built assets.  

As a science organisation, BRANZ also has a strong interest in a further tenet of the OECD report – 

investment in R&D. Whilst we believe government R&D investment in our sector is currently only 

around ⅓ to ½ of what it could be, at around $10m per year, we hold this concern also as part of the 

greater New Zealand science community. The OECD work suggests that there is a lack of business 

investment in R&D in New Zealand, and we endorse this conclusion.  

Unlocking the innovation potential of New Zealanders hinges on providing an adequate return for 

innovators, and an easily accessible science and technology system. We are watching the current CRI 

review with interest, and with long experience of science-sector reforms. Whilst there is undoubtedly 

justification to review the current system, a far more pressing need is to inject more funding into the 

system. 

That this increased RS&T investment needs to be strategically-focussed is not disputed: we would 

welcome further engagement (along with our sector) on what the priorities should be.  We will 

continue to stress the point that the building and construction industry is at risk of being sidelined 

yet again as part of the RS&T investment prioritisation process, much to the detriment of the country 

as a whole.  While it might not be appropriate to increase Government research investment in the 

building and construction industry to its indirect GDP contribution/value-add – ie from 1% to 10% (or 

thereabouts) – certainly a doubling or trebling of current investment levels would make for a 

substantive productivity and innovation gain within the industry for the benefit of the country as a 

whole. 

Our final point, therefore, is that we believe that increased investment in New Zealand RS&T – both 

in general and in the building and construction industry generally – will close the gap to Australia. 

We would welcome further contact and discussion on this topic.  We are also happy for this letter to 

be placed on the 2025 Taskforce website. 

And while this submission has not been prepared on behalf of the Construction Industry Council, as 

chair of that Council I will make a point of sending it to the other Council members. 

Yours sincerely, 

 

Pieter Burghout 

Chief Executive 
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