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INFRASTRUCTURE ASSET MANAGEMENT: CHALLENGES TO BETTER PERFORMANCE 

 

INTRODUCTION 

Good asset management is vital to optimising service delivery, and necessitates a sophisticated 

understanding of required levels-of-service and how this is provided. Central government is responsible 

for more than $116 billion of social infrastructure assets, local authorities have more than $100 billion of 

community assets on their balance sheets, and there are multi-billion dollars’ worth of infrastructure 

assets in the private sector. Maintaining and improving these assets requires billions of dollars of 

investment every year, which makes it all the more important that they are fit-for-purpose and 

managed and replaced in the most optimum way. 

Nevertheless, a number of reports over recent years have concluded that asset management across 

several sectors, especially within the public sector, remains weak and that there are challenges ahead 

which will necessitate a more sophisticated approach in the near future. These include: 

 2015: Local Government New Zealand’s (LGNZ) Local Government Funding Review published 
earlier this year, which discussed the challenges facing local government infrastructure including 
demographic change, environmental challenges, and increased community expectations as well 
as how these might be addressed and how renewals can be funded; 

 2014: LGNZ’s 3-Waters paper published in October last year, which identified among other 
things the challenge of investing to replace and renew existing water assets when a number of 
councils either do not have a renewals profile or, where renewals profiles have been prepared, 
they are not fully funded; 

 2014: Water and roads: Funding and management challenges, published by the Office of the 
Auditor General (OAG). The report concluded that though most local authorities' infrastructure 
planning and decision-making are adequate for the short- to medium-term, more needs to be 
done to manage infrastructure and financial strategies for the long term, given the wider 
economic and population changes we face;  

 2014: Treasury’s Investment Statement, which identified areas of focus for effective central 
government balance sheet management including better asset management that aligns 
investment and government’s long-term priorities; developing a structured and systematic 
mechanism for collecting better information to support decision making; and the need for 
performance measures to assess capital management; 

 2013: Managing public assets published by the OAG, which showed that although most public 
entities understand the importance of planning for assets (with plans in place for about 75 per 
cent of assets), most assets across all service groups varied in the extent to which they were 
being managed, including some where the plans were not being followed at all; and 

 2012: An independent report commissioned by Treasury and delivered by GHD Ltd on asset 
management across 13 of the public sector’s most capital intensive agencies, together 
responsible for over $66 billion worth of physical assets and software. The report showed that 
all but one agency had a gap between current and target levels of asset management maturity. 
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Some of the key themes to emerge from this body of work relate to the adequacy of institutional 

arrangements, linking asset management with strategic and financial planning, capabilities, and how 

data is collected and used in decision-making. The need for a step-change in our approach to these 

issues is growing in importance given the challenges looming on the horizon including demographic and 

population shifts, technological changes, and multi-billion-dollar asset renewals; all of which have 

implications for future levels of service and how they will be funded.  

This paper briefly explores some of the key barriers that the NIU has identified to optimising asset 

management, and sets out a series of questions for participants to consider before the Forum. 

 

THE CHALLENGES 

INSTITUTIONAL ARRANGEMENTS 

Institutional arrangements can play a key part in creating the necessary incentives to achieve good asset 

management practice, and the difference seen in governance arrangements across sectors 

demonstrates this. For example, the 2014 OAG report observed that at the local level “asset 

management results were better for roading than for three waters assets” and that a number of factors 

played a part in this, including “the arrangements for roading funding and management”, by which local 

authorities receive funding towards capital expenditure on roading through New Zealand Transport 

Agency (NZTA) subsidies. This funding lever allows the NZTA to incentivise local authorities to adhere to 

a certain set of common standards and practices; the water sector, by contrast, does not have a similar 

central coordinating body.  

Both local and central government are implementing or exploring a number of options to address 

institutional incentives.  

At the local level, the Local Government Act 2002 introduced the requirement that councils must have a 

Long Term Plan (Ten Year Plan) as a comprehensive statement of the Council's intentions for the next 10 

years. A decade later, it was understood that these plans provided good insights into future liabilities 

and investments, but the horizon did not go far enough. As such, the Local Government Amendment Act 

2014 requires councils to prepare an infrastructure strategy for at least a 30-year period, and earlier 

amendments to the Act in 2010 require standardised non-financial performance measures to be used by 

councils when reporting to their communities. The first council long-term plans incorporating these 30-

year strategies and non-financial performance measures are due this year. The NIU regard these 

changes as positive steps in encouraging decision-makers to think more strategically about the way they 

manage their assets; however there are currently no mandatory requirements under the Act to link 

infrastructure strategies with financial management strategies, which could further encourage fuller 

consideration of future levels of service and affordability.  

The three waters sector, led by LGNZ, is also currently considering the challenges around good asset 

management and as part of this is exploring a range of options. 
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At the central government level, Treasury is leading a workstream which seeks to improve the incentives 

facing investment-intensive central government agencies. The incentives in the current arrangements 

are passive and Treasury is looking to change this to include sanctions and rewards that have impact.   

One of the primary tools being introduced is an Investor Confidence Rating (ICR) which is an expression 

of confidence that investors (e.g. the relevant portfolio Minister, or Investment Ministers) have in 

government agencies on their likelihood to successfully realise the promised investment result if funding 

were committed.  It is based on the concept of credit ratings used in financial markets, which are 

applied to companies using a variety of factors. The factors the Treasury are considering include asset 

management maturity and asset performance, and the aim is to raise performance across central 

government.  The ICR could impact agencies access to and cost of financing, as well as their authorities 

and level of scrutiny. 

Do these reforms go far enough? What other key institutional gaps, if any, remain? Is there 

appropriate alignment between what is expected of central and local government? 

 

LINKING ASSET MANAGEMENT WITH FINANCIAL PLANNING 

Asset management is an eclectic discipline, and strategically planning for the future requires a sound 

understanding of future demand and expected service levels within sensible affordability limits. Indeed, 

for infrastructure plans to be ‘strategic’, they need to adequately consider what should be provided 

within a given set of resources. 

However, across a number of organisations asset management and financial planning processes are 

conducted separately, which leads to a misalignment between what organisations intend to deliver, and 

the resources they have to actually deliver it. This includes large gaps between planned renewal 

expenditure and actual depreciation funding, and is concerning because if balance sheets do not 

accurately reflect future financial obligations, then investment intentions are not being provided for and 

difficult funding decisions are simply being deferred.  

The 2014 OAG report concluded that “[asset management] strategies will also need to deal with a range 

of economic outlooks and plausible states for the district or region. Local authorities will need to match 

their revenue and financing policies, and their choice of funding tools, to their asset management and 

service intentions. Linking the infrastructure policy to the financial strategy is therefore critical.” The 

2013 OAG report similarly concluded that although most public entities understand the importance of 

planning for assets, most assets across all service groups varied in the extent to which they were being 

managed, including some where the plans were not being followed at all. 

 

What more can be done to better link asset management and financial planning processes across 

sectors? Would it achieve a greater strategic focus? Should this link be mandated in some way for 

parts of the public sector? 
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CAPABILITIES 

Good asset management requires individuals with a unique set of important skills and analytical 

capabilities. Indeed, a number of the reports cited above highlighted asset management maturity as a 

particularly important challenge across public sector infrastructure, which requires both capable asset 

managers and organisational structures that recognise the implications of their analysis. 

Harnessing individuals with these skills as optimally as possible is particularly important for a country 

such as New Zealand, which has a relatively small population and a correspondingly small pool of skilled 

asset managers. The public sector needs to be an attractive place to work if it is to attract the best 

engineers and those from other relevant disciplines. 

There are also challenges relating to organisational governance arrangements and how disparate 

skillsets are being appropriately drawn together. Asset managers need to have a focus on strategic 

outcomes; what is it that we need to deliver in terms of a service, and the innovation to look beyond 

traditional ‘build, operate and renew’ to other service delivery options. This is enhanced when asset 

management is a more complete end-to-end business process that adequately joins the engineering and 

financial aspects of infrastructure delivery.  

For some networks, they might be more effectively managed at the regional rather than the local level if 

doing so allows skilled individuals to apply their knowledge and capabilities more widely. 

 

What more can be done to upskill individuals and organisations? Does more need to be done to ensure 

asset management skills are retained or better brought together at an institutional level? 

 

DATA COLLECTION AND USE IN DECISION-MAKING 

Data is absolutely foundational to understanding pressures placed upon networks, the likely timing and 

cost of future investment, and expected future service needs. A number of reports have concluded that 

data should be more effectively used in New Zealand’s infrastructure decision-making. The Treasury’s 

2014 Investment Statement observes that there needs to be a focus on developing a structured, 

systematic and robust mechanism for the collection of better information required to support more 

rigorous capital investment decision-making. The 2014 OAG report states the evidence base for good 

decision-making and learning is not consistently available, and that good information needs data that 

has consistent definitions and metadata standards. 

Shared data standards are fundamental to understanding the assets themselves; they ensure that data 

is collected in the same way, and on the same infrastructure asset ‘attributes’. They are fundamental 

because they mean that infrastructure condition and performance is meaningfully comparable and can 

be benchmarked. However, organisations need to use this data effectively, including in the conduct of 

condition assessments and creation of performance indicators, and still need to ensure that these then 

feed appropriately into decision-making processes.  
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Accurate, comparable data and powerful analytical capabilities can create greater value-for-money by 

allowing decision-makers to defer asset renewals (e.g. by choosing to allow non-critical assets to run to 

failure), make better long-term investment decisions, automate data upkeep, and reduce 

consultant/contractor expenditure. They can lead to a better understanding of resilience and, if used 

effectively and collaboratively, they can also lead to joint procurement initiatives or shared services 

arrangements between entities as well as open digital environments that enable innovation to develop. 

The implications for good financial management are also important; capital assets are expensive, and 

holding good quality data on them means that investment planning is easier and infrastructure 

providers’ balance sheets can more accurately reflect future financing obligations. 

There are a number of important initiatives occurring across infrastructure sectors which seek to 

improve the quality, availability, and use of data in decision-making. In roading, the NZTA have 

developed the one network road classification (ONRC) and a consortium of Auckland Transport, 

Wellington City Council, Christchurch City Council, and NZTA have initiated a project to develop shared 

metadata standards for roads. MBIE have commenced a catalyst project exploring metadata standards 

for buildings and facilities management. A number of councils and Water NZ are also exploring similar 

standards within the three-waters. In response to the observations of the 2014 Investment Statement, 

the Treasury is also exploring the use of appropriate performance indicators for investment-intensive 

central government agencies such as asset utilisation, condition, and fitness-for-purpose to drive 

effective capital management. 

Can more be done to encourage the use of data across infrastructure sectors? 

 

CONCLUDING REMARKS 

Good asset management and data is vital to optimising service delivery in an affordable way, and this is 

growing in importance given the number of challenges facing New Zealand’s infrastructure in the near 

future and the opportunities provided by new enabling tools and analytics. Nevertheless, key barriers 

remain which prevent asset management from being optimised, particularly with regards to institutional 

arrangements, linking asset management with strategic and financial planning, capabilities, and how 

data is collected and used in decision-making. 

This paper draws out some of the outstanding questions which need to be answered if progress is to be 

made in addressing these barriers. At the session on asset management and data at the New Zealand 

Infrastructure Forum, the National Infrastructure Unit would like to invite participants to listen to a 

panel of speakers who will offer their views on these inter-linking issues, before opening up the floor for 

discussion. As these issues interrelate, the discussion will not focus strictly on each of these barriers in 

turn, but participants will be encouraged to consider how asset management and the use of data can be 

improved with these specific barriers in mind. 

 

ends 


