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What Iõll cover

}The current landscape

}Productivity in the NZ construction industry

}The Infrastructure challenge

}Learning from International Best Practice

}Some good stuff going on in NZ

}A bit about Lean Construction...
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Setting the Productivity landscape

}OECD ð22nd out of 30 countries

}DBH Productivity Taskforce report

}National Infrastructure Plan



OECD & World Economic Forum rankings

}ygygu



OECD & Infrastructure

}NZ ranked 42nd (out of 133)

}Why?

}Quality of overall infrastructure (45th)

}Quality of roads (43rd)

}Quality of railroad (37th)

}Quality of ports (22nd)

}Quality of air transport (17th)

}Overall, infrastructure is affecting NZõs competitiveness 

ranking



DBH Productivity Taskforce report

}Labour productivity disappointing 

since late 1980s

}Economy has grown; construction 

declined

} Innovation stifled

}Regulation & over compliance

}Procurement practice

} Over complicated non-standardised 

design

} Lack of supply chain engagement

}Management capability & leadership

}Skills shortage



Creating the wider macroeconomic environment 

for improved sector performance and VFM

}Economic levers/business cycles

}Transparency of Government workload

}Procurement practice & upskilling

} Lowest cost focus

}Variability of Government clients 

}Knowledge sharing and best practice

}Industry scale & structure

}Highly fragmented



Skills strategy for the future

}Recruit & retain talented entrants

} Single sector skills strategy

} Industry partnerships

} Lack of management skills

} Entry level training

}Retention through the recession

} Job security

} Government intervention

}Upskilling& CPD

} Career pathways

} Ongoing training & CPD

} Developing a career



Industry leadership

}An industry body to inspire:

} Improved skills development

}Better project procurement

}Driving improved productivity

}Retention of skills through boom/bust cycles

}What is it?

}A small body of industry leaders ðnow the CSG

}How does it engage with Government?

}To influence and shape skills & procurement systems

} Industry voice represented in Cabinet



Other issues from the Taskforce report

}ECI, buildability& use of technology

}Cost of tendering

}Procuring on lowest cost vsvalue

}Linear vsWhole of Life

}Transaction based approach

}Incorporate WLC/WLV principles

}Using procurement to leverage investment in skills

}Competence & capability of clients

}Performance measurement & benchmarking

}Improving Government procurement capability



Resulting activity

Skills Procurement

Process Research

Productivity 
JV



Governmentõs National Infrastructure Plan

}A step change in investment

}Improving decision making

}Improving management of assets

}Creating environment for private 

sector investment

}$7.5b spend over 5 years

}Minister for Infrastructure

}Capacity planning

}Leadership & procurement capability

}Poor asset management



Land transport investment



Land transport programme expenditure



Managing assets ðstrategically...

}$110b asset portfolio with annual maintenance of $6b

}Better use from existing assets

}Procurement based on whole of life cost effectiveness

}Central and local government common language

}Improving buying power

}Disclosure on long run capital intentions/asset management

}Focus on value for the taxpayer

}Consistency & transparency of future decisions



What does Government want in return?

}Innovation in design

}Innovation in construction

}Innovation in management of assets

}Innovation in funding options

}An opportunity for our sector...



Procurement Capability

}Improving data provided to decision makers

}Consider a broader range of procurement options

}Better whole of life asset management

}A ômore for lessõ approach



A bit of joined up thinking...

}Lowest cost doesnõt work

}Procure by value

}Procure for whole of life

}Improving competence of procurers

}Need to improve performance data

}Developing the sector

}Investment in skills

}Retention of skills

}Representation of the sector to Government



What needs to be done?

}The case for value not lowest cost

}Whole of life

}Collaborative working

}A built environment approach



The Linear Model ðthe cost of cheap!

Why the traditional outcome?

}Cost based competition

}Business process driven by lowest cost

}User needs neglected

}Does not promote innovation

}Sub-optimisation

1

Project Brief

2

Design

3

Main Contractor

4

Supply Chain

Trade Contractors

Suppliers

5

Asset

Management



The Linear Model Outcome

Variations

Delays

Dispute

Cost Blow Out

Loss of Productivity

Needless Benefit

Extra Benefit

CONSTRUCTION INDUSTRY RESPONSE

ACTUAL DOCUMENTED

FINAL PROJECT

INITIAL PROJECT BRIEF 



Tender price
Value added/benefit 

for client

- people, supplies

Profit

Other cost/waste

Claims 

= extra cost + profit

Old understanding of òpriceó

Tender price, outturn price, claims

óRightô

price

Overheads



Tender

price

Manage

Agreed

óTarget

priceô

Agreed

Reduce

Increase

Claims 

= extra 

cost + 

profit

Value 

added/ 

benefit for 

client

Profit

Other cost 

- waste 

New understanding of òcostó 
Value, budget, target price, cost, risk, profit

Overheads

Risk



Opening space between value, price and cost



Unlocking value benefits & maximising productivity

Typical Project Stages

ABILITY TO 

CHANGE

COST OF CHANGE 

and

LOSS OF 

PRODUCTIVITY

Briefing Feasibility Outline Design             Detail Design Implementation 

PROJECT BRIEF FINALISED

Optimum Productivity 

Point

Business as Usual

Appoint Main

Contractor

ECI & value 

procurement

appoint 

contractor
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Collaborative working principles

}Early involvement

}Focus on, and selection by, value

}Common  processes and tools

}Measurement of performance }  continuous

}Long-term relationships }  improvement

}Modern commercial arrangements



Stakeholder value exchange 



The life cycle of the built environment



Construction

What the customer

really needs

ñ200ò

Business Costs

ñ5òñ1ò

Operation and 

Maintenance

Process Push

User Pull

Outcomes
ñ250-2000ò?Design 0.1



Design

Construction

What the customer

really needs

Business Costs
Operation and 

Maintenance

Outcomes
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<$2bn

>$50m

>$100m

>$200m

>$500m

New Infrastructure ïCapital Projects

Existing Infrastructure ïMaintenance & Renewals
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Matching project risk to delivery strategy
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Performance measurement - framework

ÅKPIs introduced into new 

contracts from July 09 

onwards

ÅAs at June 2010, 

performance across all 

suppliers and KPIs has seen 

an increase of >5% 

ÅCreates a platform for 10/11 

and beyond!  
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WHAT ARE THE DELIVERY OPTIONS?

üIncreasing number

of delivery options
VTraditional

VDesign Constructïsince 2001

VPure Allianceïsince 2001

VECIïsince 2006

VCompetitive Allianceïsince 2007

VPPPïé.in the near future

üIncreasing complexity

üWhich delivers best

value for money?

Delivery Model (By Value)

Delivery Model (By Number)

Traditional

D&C

Alliance

ECI



37Complexity, Risk, Potential for Innovation, Flexibility required, 

Client Involvement, Supply Vs Demand, Programme constraint

Traditional

M&V

Traditional

LS / Cost 
Plus

Design & 
Construct

ECI

Competitive 
Alliance

Project 
Alliance

ECI may be 
appropriate 

where 
programme 
constrained

Scale

The NZTAôs 

Procurement 

Strategy ï2010

Portfolio Procurement Strategy

New CPP
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Delivering enhanced value
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Which Procurement route?

Complexity, Risk, Potential for Innovation, Flexibility required, Client Involvement, Supply Vs Demand, 

Programme constraint

Traditional

M&V

Traditional

LS / Cost Plus

Design & 
Construct

ECI

Competitive 
Alliance

Project 
Alliance

ECI may be appropriate 
where programme 

constrained

Scale
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ü10 Generic Factors

VScale

VComplexity / Scope for Innovation

VProgramme Constraint

VMarket Conditions

VRisk

VStakeholders

VClient Involvement

VFocus on non-cost areas

VTangible demonstration of value for money

VFlexibility to deal with change

DELIVERY MODEL SELECTION
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Innovation: MHX pre-cast sections



Integrated with other projects





PNCC Clock Tower



Wellington Community Sports Centre

} Optimum material for coastal site

} 70 year life with little or low 

maintenance

} Whole of life costing indicates a 

$750,000 increase in capital cost 

returns $33million over 70 year 

life

} Design features saving circa $250k 

per year in opex

} Highly sustainable product of min 

60% recycled content and more 

than 95% recycled at end of life.


