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UNDERLYING INFRASTRUCTURE STORY 
 
New Zealand has significantly improved its economic performance since the early 1990s and the economy 
is now in its’ fifth straight year of expansion following the Global Financial Crisis. 
 
The short-term economic outlook is largely positive, growth of around 3.5% is forecast for the current 
March 2015 year and the following year, before slowing to a little above 2% in the last year of the 
Treasury’s five-year forecast period. 1  Growth has been supported by the Canterbury rebuild, a catch-up in 
housing supply, strong net migration and historically high terms of trade. 
 
Longer term, there are a range of global trends that will impact upon New Zealand.  These include: the 
rapid acceleration of global flows of people, capital, ideas and trade; strong demand for natural resources, 
a cornerstone of our economy; the emergence of Asia as a centre of economic activity; and the 
demographic transition towards an older population that will create fiscal challenges from rising health and 
pension costs. 
 
As a small country geographically distant from our international markets, these trends provide both 
challenges and opportunities for New Zealand to lift our medium term economic performance and living 
standards.  Especially as our income per person still lags behind the better performing advanced 
economies. 
 
Achieving this lift requires an economy that is prosperous (higher incomes and jobs), but where that 
prosperity is sustainable (higher living standards for both this and future generations) and inclusive (where 
all New Zealanders can play their role in the economy and society).  Efficient and effective infrastructure 
enables this lift in performance through: 

 Moving people, information and freight to and between communities, businesses and markets 
(prosperity) 

 Better utilising our existing assets and focussing expenditure on infrastructure that is resilient and 
fit for purpose in the long-term (sustainability). 

 Allowing individuals to engage with and participate in the economy, social and recreational 
activities (inclusive). 

 
More fundamentally, the role that infrastructure plays has been described as “… an indispensable input in 
an economy’s production, one that is highly complementary to other, more conventional inputs such as 
labour and non-infrastructure capital.  Indeed, it is hard to imagine any production process in any sector of 
the economy that does not rely on infrastructure….”2 
 
Recognising this importance, New Zealand has embarked on a sustained period of infrastructure 
investment over the past decade that has gone a long way to addressing historical levels of 
underinvestment.  The establishment of the National Infrastructure Unit and the publication of National 
Infrastructure Plans in 2010 and 2011 have provided a strategic oversight across this work programme. 
 
The 2015 refresh of the National Infrastructure Evidence Base, concludes that the overall state of New 
Zealand’s economic infrastructure is positive – broadly the right infrastructure, in the right place, providing 
the right quality of service. 
 

                                                
1
 Half Year Economic and Fiscal Update (HYEFU), The Treasury, 16 December 2014 

2
 World Economic Outlook: Legacies, Clouds, Uncertainties, IMF, October 2014 
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However, as was also noted in the National infrastructure Evidence Base (first published February 2014 and 
updated March 2015), there are a number of challenges ahead and traditional systems will not be sufficient 
to meet these. These include: Understanding future-levels of service requirements; Population and 
demographic shifts are changing the demands placed on our assets; Technological developments will create 
uncertainties and risks, but also opportunities; and the need to plan for longer-term adaptation and 
resilience. 
 
 

Sector  Summary assessment  - 2015 National Infrastructure Evidence Base 

Transport  The challenge now is to consolidate gains from completed and planned investment and to 
maximise existing network performance through demand management and better 
allocation of investment. 

Energy  Overall, asset condition is considered to be good and capacity adequate for the short to 
medium term. Technology changes and a shifting focus to customer control and demand 
management loom on the horizon. 

Telecommunications  The market appears to be providing good outcomes in terms of quality, reliability and 
coverage. Effective and efficient delivery of the next generation mobile and internet 
networks will be a key enabler of productivity gains in NZ. 

Urban Water  The dramatic improvement in the quantity of information available over the past year has 
enabled a more informed conversation to occur but it has also highlighted the challenges 
parts of the sector face and the need for an overall step change in capability, asset 
management maturity and alternative governance and service provision arrangements. 

Productive Water  Existing and future schemes (and the associated land use) face increasing liability, changing 
management structures, higher environmental standards and greater investor scrutiny. This 
raises affordability and intergenerational issues, and a need to better understand where the 
costs and benefits sit – requiring transparent and robust investment analysis. 

Social Assets  The social sectors need to continue to improve asset management practices and the use of 
data to effectively address future challenges. 

 
As a strategic future focussed document, the 2015 New Zealand Infrastructure Plan (the Plan) responds to 
these challenges, providing common direction for how we plan, fund and use infrastructure to bring about 
this sustained and inclusive lift in economic performance and living standards. 
 
Due to New Zealand’s size and location, the strength of our international connections is vitally important to 
achieving this lift.  To be attracting people, investment, trade and ideas we need to be continually 
improving productivity across the whole economy. 
 
The Plan has a deliberate focus on central and local government, reflecting that the productivity of the 
State Sector is particularly important – a more productive state sector creates scope to reduce the taxation 
needed to fund its expenditure.  Further, our State Sector has a major impact through expenditure and the 
balance sheet - central and local government expenditure add up to more than 40% of GDP and Crown 
assets alone are worth more than a full year of total output from the economy.  These assets play a vital 
role in delivering public services and quality public services have long-lasting impacts on living standards, 
especially the relationships across housing, health, education and employment.  For example, effective 
management of social housing assets can both improve social outcomes and increase land/housing supply.  
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For this reason, a theme for the Plan is on ensuring that public money is invested well and assets are 
managed effectively and efficiently. 
 
On its own, a central and local government focus is not sufficient.  Bringing about a sustained and inclusive 
lift in economic performance requires close collaboration and partnership with the private sector. 
 
The Plan is a manifestation of this collaboration, 
capturing a number of years of work together to 
firstly, build the first National Infrastructure Evidence 
Base; secondly, identify the key issues that need to be 
addressed to meet the future pressures or demands 
our infrastructure will face; and thirdly, developing an 
agreed action plan to take us forward. 
 
As noted above, there are significant challenges 
ahead for delivering the right mix of infrastructure 
and to meet these challenges, the collaborative work 
with partners has identified nine long-term and 
systemic issues that need to be addressed (shown in 
the table below).  These nine are complex and inter-
related and require a strong, coordinated and holistic 
long-term infrastructure programme to address.  
Appendix 1 contains a more detailed explanation of 
each systemic issue. 
 

 
 
 

Summary of the nine long-term and systemic challenges to be addressed 

Vision: 
Lack of a detailed vision of the future of 
infrastructure to underpin decision making. 
Changing patterns of demand and impact of 
technology. 
Community engagement to set expectations 
and levels of service. 

Economy: 
Increase understanding of the factors that 
impact economic growth. 
Align individual investment decisions with 
economic goals. 
Robust investment analysis. 
Increase return on investment through 
consideration of alternative options to deliver 
services. 

Regional integration and collaboration: 
Long term planning and provision of 
infrastructure within and across regions. 
Integration of land use planning with urban 
development and infrastructure plans, 
especially transport. 
Understanding urban form impacts on 
sustainable economic productivity and social 
outcomes. 

Data and asset management 
Limited asset data and lack of data standards 
No link to decision-making 
Poor integration between asset management 
&financial management processes,  
Weak institutional incentives to manage assets 
well and poor asset management capabilities.  

Resilience: 
Understanding of criticality and key 
pinchpoints/bottlenecks. 
Shift to interdependencies, levels of service 
and community preparedness  
Longer-term view, increased focus on adapting 
to slower changes over time eg.climate change  

Governance and tools:  
Strong processes and transparency to ensure 
right investments made. 
Management and ownership structures 
Improved tools for decision makers to engage 
with communities to better understand how to 
derive benefits from networks and prioritise 
investment across sectors.  

Demand Management: 
Managing demand for infrastructure assets in 
order to best match current and future 
infrastructure to service requirements and 
ensure service delivery in the best value-for-
money way. 

Regulations/standards: 
Costs associated from regulatory standards. 
Tradeoffs clear and well understood. 
Clarity of roles and responsibilities.  
Future proofing. 
Inconsistencies across planning legislation.  
Balance between one size fits all and flexibility.  

Funding and procurement:  
A narrow range of funding tools are used, 
largely reliant on general taxation and rates. 
Transparent and consolidated pipeline. 
Lack of collaboration across providers and 
scale. 
Late market engagement and lack of 
procurement coordination.  

State

Mature asset 

management / 

performance

Data quality 

& standards
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The nine systemic issues can broadly be grouped into three key themes: 
 

1. Increasing understanding of levels of service and future drivers of demand – as well as capturing a 
full understanding of population and demographic forecasts, this also recognises that infrastructure 
is a means to an end and exists to deliver services. Agreeing the levels of service (or outcome) to be 
delivered and developing long term plans to achieve this is critical, providing direction for the right 
investments to be made that increase prosperity.  To ensure investments deliver the stated goals 
and promote innovation and open up new opportunities, we need to move beyond our traditional 
siloed thinking, which is often short term and restricted to individual sectors, partners, or 
administrative and geographic boundaries. 

 
2. Strengthening asset management practices and consistent data standards – strongly related to 

the theme of sustainability and incorporating how the Plan thinks about resilience.  These are 
necessary prerequisites to achieving greater confidence in our infrastructure investment decision-
making and ensuring we optimise the use of our current assets for more effective levels of service, 
greater productivity, and better value-for-money.  

 
3. Optimising decision making – more than just funding and our traditional approach of building 

more, this recognises the role that demand side solutions will need to play and highlights the 
importance of effective regulatory settings.  A certain and predictable regulatory system provides 
businesses and people with the confidence to innovate, invest in capital, develop skills and take 
risks.  It also identifies the importance of the most appropriate governance and management 
structures and need for new tools and ways of engaging with communities on decisions, levels of 
services and the inherent trade-offs. 

 
Delivering the strong, coordinated and holistic long-term infrastructure programme needed to address 
these systemic issues will not be possible without explicitly adopting a long term investment approach – 
focussing on whole of life costs and understanding the link between infrastructure provision and levels of 
service. 
 
This approach is implicit through the earlier versions of the Plan and the key principles, especially robust 
investment analysis, accountability and performance and resilience, but with the long lived nature and 
costs of network infrastructure and a focus on sustained prosperity, there is value in central and local 
government decision makers bringing this to the fore and explicitly adopting this long-term investment 
approach. 
 
As outlined in the National Infrastructure Evidence Base, we are seeing a spectrum of circumstances that 
infrastructure providers need to respond to – ranging from managing the demands of growth in major 
urban areas through to managing long term provision in areas of population decline.  Infrastructure 
investment may be different if there is an explicit focus on whole of life costs and levels of service.  For 
areas of growth, this involves understanding the role of geography and how intrinsically aligned 
infrastructure influences and is influenced by urban development.  For areas of decline, understanding the 
whole of life costs when undertaking renewals can give greater impetus to new innovative solutions and 
different ways of delivering the services infrastructure provides that are more sustainable and affordable 
over the long term. 
 
The New Zealand Infrastructure Plan is a further step along the journey.  It is very deliberately a strategic 
and future focussed document, recognising that the issues that need to be addressed are systemic and 
long-term in nature and that the solutions require a shift from our traditional mindset of how we have 
done infrastructure in the past. 
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It extends and builds on the vision that was included in the 2011 Plan – by 2030 New Zealand’s 
infrastructure is resilient and coordinated and contributes to a sustainable and inclusive lift in economic 
performance and living standards. 
 
To achieve this vision, the Plan sets out a more detailed action plan than has been developed previously.  
Structured around the nine long-term and systemic challenges, the action plan identifies key projects and 
pieces of work and who is responsible for delivering these. 
 
Alongside the National Infrastructure Evidence Base and the second iteration of the Ten-year Capital 
Intentions Plan, these work together to create at a national level, a significant step towards a strong, 
coordinated and holistic long-term infrastructure programme. 
 
This has only been possible due to the close collaboration and partnership between central government, 
local government and the private sector.  Collaboration that needs to continue as we take the next steps on 
this journey. 
 
 
POTENTIAL PLAN OUTLINE AND CHAPTER HEADINGS 
 

 Foreword from key partners 

 Overview/executive summary 

 Strategic context 
o forward looking macro outlook 
o technological, demographic and population trends 
o economic underpinning 
o regional perspective 
o growing role of Maori economic development 

 State of play 
o Investment programme and progress 
o International perspective and evidence 
o Plan journey from 2010 through 2011 to 2015 – evolving principles 

 Vision 

 Themes and systemic challenges 
o Increasing understanding of levels of service and future drivers of demand 
o Strengthening asset management practices and consistent data standards 
o Optimising decision making 

 Sector extracts/cuts from above 
o Transport 
o Telecommunications 
o Energy 
o Productive Water 
o Urban Water 
o Social 

 Action Plan 
o Short, medium, long and longer term 

 Implementation 
o Work programme focus for next 3 years 

Case 
studies & 
spotlights 

Case 
studies & 
spotlights 

Case 
studies & 
spotlights 

Case 
studies & 
spotlights 
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Theme 1: Increasing understanding of levels of service and future drivers of demand  
 
Economy 
There is often misalignment between individual investment decisions and the overall stated economic goals 
and priorities, or the link is not transparent.  Stakeholders are clear that there is a need to increase 
understanding of the factors that impact on economic growth in each region and ensuring a robust long-
term economic development plan that is informed by these drivers and identifies further opportunities.  
Investment in infrastructure can facilitate these opportunities, if individual investment decisions are well 
aligned with the goals and the investment is subject to a robust analytical process.  This is more important 
as large amounts of infrastructure are delivered by central and local government, not operating in a 
competitive market where price signals are available to inform investment decisions.  There are also further 
opportunities to consider different options and ways to deliver services if a wider perspective is taken, 
allowing agencies/councils to best work together within and across regions to reduce duplication, partner 
with the private sector, coordinate and optimise land use, decrease whole of life costs and ultimately, 
increase the rate of return on investments and the subsequent productivity boost.  Better alignment and 
timing of investment decisions may also help mitigate boom/bust cycles in the construction industry, which 
impact on all infrastructure sectors and can have major impact on sector productivity, skills and innovation.   
 
Regional Collaboration and Integration 
Infrastructure planning has historically been planned and built within each infrastructure sector and often 
within a relatively small area – often the boundaries of a local authority or a catchment.  However, the 
demands on infrastructure and the levels of service it needs to provide has and is increasingly expanding 
beyond the historic silos and boundaries of sectors and local authorities.  Connectivity and efficient and 
effective networks continue to increase in importance.  Stakeholders are clear that there are significant 
opportunities to think differently about the long term planning and provision of infrastructure in an 
integrated way, working within and across regions and across stakeholders – central and local government 
and the private sector.  Opportunities are seen both at the strategic level, especially around the longer 
term vision and planning to meet future pressures, such as for housing and business land, and at 
operational level in terms of how services are delivered and infrastructure is procured and operated.  The 
integration of land use plans with wider urban development, housing and infrastructure plans, especially 
transport needs to be strengthened and increased understanding is needed in how urban form impacts on 
both sustainable economic productivity and social outcomes. 
 
Vision 
There is a need for a more detailed vision for the future of infrastructure, to underpin infrastructure 
decision making now. While there is strong consensus on the current high level vision for infrastructure to 
be resilient and co-ordinated and contribute to economic growth and improved living standards for all New 
Zealanders, more detail is needed on what this looks like to better guide and support planning and 
investment decisions. This more detailed vision must take account of a variety of factors, such as the 
changing patterns of demand, the impact of technology, and the relationship between infrastructure and 
the economy at both a national and regional level. It needs to balance enough specificity to inform decision 
makers, and enough flexibility to allow infrastructure owners and providers to respond to changing external 
factors. It needs to be worked through with communities, setting expectations and levels of service, 
enabling cohesive national, regional and local plans to be developed to deliver these. 
 
Theme 2: Strengthening asset management practices and consistent data standards 
 
Data and asset management 
Good asset management is vital to ensuring our infrastructure assets are contributing optimally to the 
services they are intended to provide, and that they are replaced at the right time and in the right way. 
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Asset management standards vary significantly across New Zealand, and some of the biggest challenges 
reside in the public sector – although this has been improving recently. For those entities facing the biggest 
challenges, there is a poor understanding of the assets they have, the condition they are in, and how they 
contribute to the services they are designed to provide. In turn, analysis of new investment needs remains 
sub-optimal. There are multiple reasons for these challenges including poor asset data and data standards 
and how these are used in decision-making, weak asset management capabilities and missed opportunities 
to pool available resource between entities, insufficient integration between asset management and 
financial management processes, and weak institutional incentives to manage assets well. 
 
Built infrastructure represents over $130 billion on the balance sheets of central and local government, and 
requires of the order of $8 billion per year in upkeep and expansion.  Holding accurate and reliable 
information on these assets is crucial to understanding when they need replacing and how to optimise 
investment decisions. Currently, particularly in the public sector, the quality of data held on assets varies 
significantly and is not always used effectively in decision-making. Shared data standards would provide a 
shared level of confidence around the data held on assets including condition assessments and 
performance measures, which would allow for a much better assessment of investment needs. They can 
greatly assist with planning for a step change in infrastructure renewals and would allow entities to 
benchmark best practice, share analytics functions, and engage in joint procurement initiatives and shared 
service arrangements. They can provide for an accurate understanding of future financial obligations which 
would have a positive knock-on effect on balance sheet management. Given recent initiatives to establish 
shared data standards across New Zealand’s roads, the greatest potential within the public sector resides in 
water assets and buildings. 
 
Resilience 
There is a need to increase understanding at a national, regional and local level of the resilience of our 
infrastructure networks, especially understanding criticality and key pinchpoints/bottlenecks.  There is a 
need to increase the sophistication of how we think about resilience, shifting beyond a narrow focus on 
shock events or infrastructure failure and thinking more about interdependencies, levels of service and 
community preparedness.  A longer-term view needs to be taken with increased focus on adapting to 
slower changes over time, including climate change. 
 
Theme 3: Optimising decision making 
 
Governance and tools 
Infrastructure investments that deliver a positive rate of return boost productivity to increase economic 
prosperity and living standards for all New Zealanders.  Incentives for good project selection that deliver a 
positive return on investment are strongest where there is a competitive market that provides good price 
signals.  Central and local government interventions and infrastructure investment decisions typically are 
not made in such a market.  Countering this and ensuring that right investments are made that provide a 
positive rate of return requires strong processes and good transparency. 
 
Management structures have a strong influence on the overall performance of assets.  In some cases it is 
not clear where accountabilities lie and what outcomes are being sought or delivered – linking back to the 
theme of increased understanding of levels of services and the challenges of economy and vision.  There is 
a need to consider governance and/or ownership structures to ensure infrastructure is delivering the best 
return on investment and that these provide the right incentives to ensure infrastructure remains fit for 
purpose over the long term.  Opportunities are seen to be missed through better utilisation of the private 
sector and the need to strengthen decision makers capability to undertake this engagement, especially 
understanding of risk.  Fiscal constraints and expectations of tight spending control from tax payers and 
rate payers mean hard investment decisions are required.  There is widespread recognition that there is a 
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need to develop better tools to for decision makers to engage with communities on these decisions and 
tools for decision makers to better understand how to derive benefits from networks and prioritise 
investment across sectors.   
 
 
Demand management 
Demand management refers to managing demand for infrastructure assets in order to best match current 
and future infrastructure to service requirements, and ensure service delivery in the best value-for-money 
way. It is not limited to reducing demand for an asset; demand management may also be used to increase 
demand (such as encouraging uptake of UFB and RBI services), or to stabilise demand over a time period 
(i.e. smoothing out the level of demand). There is widespread agreement that demand management is 
necessary under the right circumstances, and is becoming all the more pressing at a time of fiscal 
constraint, growing and shifting populations, changing technologies, and major asset renewals. Demand 
management has the potential to create efficiencies in urban water through the broader use of water 
metering (where this is appropriate), as well as roading, particularly for those regions like Auckland which 
face growing congestion challenges in the future.  Improved digital connectivity through UFB provides 
opportunities to promote working from home or remote digital work hubs which can reduce the number of 
people travelling at peak times on main routes through changed trip patterns. 
 
 
Regulation 
Regulatory settings have a major impact on the cost of infrastructure investment, either through the 
process involved in providing infrastructure or setting the levels of service that need to be provided.  There 
is a need to improve the understanding of the costs associated from regulatory standards and ensuring that 
these tradeoffs are clear and well understood.  Planning regimes are not all aligned, which results in greater 
compliance costs and it is not always clear on the roles and responsibilities of all involved in the regulatory 
settings and enforcement process.   In an increasingly connected world with competition for capital, 
regulatory uncertainty can reduce the attractiveness of New Zealand and increase the risk premium.  In 
sectors subject to price quality regulation, regulatory settings need to facilitate the optimal level of 
investment to ensure resilient and fit for purpose infrastructure networks over the long term while 
maximising consumer welfare.  A further area to strengthen is understanding the balance between one size 
fits all and the flexibility for regions and sectors to respond to community expectations and informed 
decisions on costs and tradeoffs. 
 
 
Funding/procurement 
A key concern expressed across providers and communities is the funding and affordability of future 
infrastructure provision.  A narrow range of funding tools are used, largely reliant on general taxation and 
rates.  Communities have resisted both central and local government moves to optimise their balance 
sheets by divesting poorer performing assets to invest in new infrastructure.  There is a lack of a 
transparent and consolidated pipeline of future investments to facilitate market responses and to support 
innovation.  A lack of coordination across procurement leads to higher costs and limits the ability to 
maximise value.   There are poor incentives to collaborate across providers to cluster or group individual 
projects to create projects of scale or procurement programmes that reduce risk (and therefore cost), open 
up opportunities to realise a wider range of benefits across sectors, increase investment attractiveness, and 
leverage capability. Earlier engagement with markets is needed to provide early insight into where 
potential opportunities may exist for fostering more innovative market responses to address investment 
priorities.  Increased capability to understand risk, where this is best borne, and the cost of doing so, is also 
needed. 


