MAX HARRIS AND JACQUELINE PAUL OCTOBER 2021

~ A MINISTRY OF
% GREEN WORKS
lﬁﬂ ‘F FOR AOTEAROA

NEW ZEALAND

An Ambitious Approach to Housing,

Infrastructure, and Climate Change




A Ministry of Green Works for Aotearoa New Zealand
An Ambitious Approach to Housing, Infrastructure, and Climate Change

7 "
'- I i :'. l".
..t'."q?'_... W N
e e o e T e W

MHinistry of Green Works

A Ministry of Green Works for
Aotearoa New Zealand:

An Ambitious Approach to Housing,
Infrastructure, and Climate Change

Max Harris and Jacqueline Paul

A FIRST Union Policy Report
October 2021



A Ministry of Green Works for Aotearoa New Zealand 5
An Ambitious Approach to Housing, Infrastructure, and Climate Change

Executive
Summary

The current system for building and delivering
housing and infrastructure is not serving
the needs of communities in Aotearoa
New Zealand. The standard approach for
government is to contract-out construction
and related services to the private sector. The
private sector is at capacity, the approach has
EXECUTIVE SUMMARY drained know-how from the public service, and
there is a skills shortage, a lack of innovation,
and insufficient coordination to tackle climate
change. A new approach is needed. The
government should employ a core staff to
build housing and infrastructure directly,
alongside providing significant resourcing
for iwi and hapli and Maori entities. The
report explains why and how this should be
done, in particular through the establishment
of a Ministry of Green Works. Lessons can
be learned from the historical Ministry of
Works, and a well-structured public entity can
integrate design, construction, and oversight
functions, with a focus on public housing
and green infrastructure (especially rail). The
report is not a comprehensive blueprint but
an attempt to prompt a broader debate and
conversation.

When considering lessons learned from
history, there is a rich vein of Maori practices
to learn from in infrastructure and housing.
Infrastructure and housing were also a major
driver of European colonisation, and it is
crucial to recognise the ongoing impact of
infrastructural development on Maori, not
least because of the Ministry of Works in its



different incarnations - a body charged with
building and overseeing public works. The
Public Works Department, Ministry of Works,
and later Ministry of Works and Development
did undertake a range of important and
innovative projects, which varied over time
due to political priorities (and involved varying
levels of contracting-out). The Ministry of
Works and Development was commercialised,
split up, and eventually sold off due to the
economic reforms of the 1980s, which also
had other long-running consequences for
infrastructure and housing, including the
leaky homes scandal. These developments
have contributed to the current state of our
infrastructure in Aotearoa New Zealand.

There are now four pressing problems:

1. The private sector has limited capacity to
deliver housing at scale, especially public
housing, because of resource limits and
the limits of the profit motive.

2. Contracting-out is a model with serious
failings: it has not been as accountable,
efficient, and innovative as promised, and
has drained know-how and produced
risks to safety.

3. Conditions at work in construction are
poor: there is a shortage of workers,
estimated at 60,000 people, with a 20%
labour turnover rate, and widespread
worker dissatisfaction.

4. There is insufficient coordination to tackle
climate change: the public sector needs
to coordinate action if Aotearoa New
Zealand is to build anything like a Green
New Deal (an ambitious approach to
tackle climate change and other social
goals), but the public service has limited
powers and levers to ensure all new
housing and infrastructure are green.

The right response to these problems will be
consistent with seven values: honouring Te
Tiriti o Waitangi; manaaki whenua, manaaki
tangata; Indigenous innovation; collaboration
and coordination; creativity; safety and
accessibility; and transformation of our
economic model.

A new Ministry of Green Works, along with
accompanying significant funding to iwi, hapu
and Maori entities in the tino rangatiratanga
sphere, can respond to these four problems
and uphold these values. Profit margins can
be removed to allow more efficient spending.
A public entity, without contractors as
intermediaries, can save money on lawyers'
and consulting fees; be joined-up; develop
and embed know-how; be more accountable;
and be innovative while also respecting core
standards. It can provide more training and
security for its workforce. It can add power
to a response to climate change, including
by building housing and infrastructure (such
as passenger rail) to reduce emissions. This
proposal has the added benefit of honouring
Te Tiriti o Waitangi, making things easier for
the private sector, and meeting the needs of
communities.

The right structure for a Ministry of Green
Works involves three arms: construction,
design (urban design and architecture), and
oversight (standards, planning, land use,
maintenance, strategy and policy). It will have
two focus areas: public housing and green
infrastructure. A bold and ambitious target
must be adopted for building public housing.
Building passenger rail as part of an integrated
public transport network could be a key
aspect of green infrastructure. The Ministry
should also be nimble enough to respond to
urgent needs: it should be equipped to be able
to pivot, for example, to build a purpose-built
managed isolation and quarantine facility or
construct sea walls for coastal defence. It

A Ministry of Green Works for Aotearoa New Zealand

An Ambitious Approach to Housing, Infrastructure, and Climate Change 7

should be connected to a materials strategy,
which supports the use of local materials
(particularly timber), and an education and
training strategy. It should build partnerships
with councils, and be available to work
alongside iwi, hapu, and other Maori entities.
Unlike the Ministry of Works of the past, the
board could comprise iwi or other Maori
entities, workers, local government, and other
stakeholders - and creative channels should
be open for feedback and accountability
from local communities, modelled along the
lines of Paris's Water Observatory. Helpful
guidance can be sought out from considering
the successes of housing and infrastructure
projects in London, Vienna, and elsewhere.

The new Ministry and accompanying funding
in the tino rangatiratanga sphere will require
new legislation. The body should be a ministry,
rather than a state-owned enterprise or Crown
entity. It should have limits on its powers: it
should not be able to acquire new land. It
should be able to recommend that existing
public land is returned to Maori. It will need
to build some core relationships with public
service actors with related functions.Itcanalso
maintain relationships with other bodies that
can keep their remits, but might be able to offer
expertise or advice. The cost of the Ministry
will be determined by political choices about
the extent of commitment to public housing
and green infrastructure. However, comparing
private sector construction margins and the
likely operation of a public entity, a Ministry
of Green Works could pay for itself over 14
years - or over 21 years assuming modest
administrative set-up costs. Between 7c and
12c in every dollar spent can be saved by
removing profit margins that might otherwise
exist in the private sector. The right culture will
also need to be cultivated: the Ministry will
have to be expert-led, cooperative, and long-
term in its thinking.

Twelve risks might be raised, related to Te
Tiriti o Waitangi, skills shortages, materials
shortages, free trade agreements, limits on
Government, a top-down approach, capacity,
specialisation, conflicts of interest, loss
of assets, political sustainability, and the
importance of social investment. All are risks
that can be managed and addressed.
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Introduction

Aotearoa New Zealand faces a profound
housing crisis, widespread infrastructure
deficits, and the surging impacts of climate
change - all amid a pandemic. Housing and
infrastructure deficits today are a result of
poor policy and create challenges for long
term vision, statutory planning, investment,
funding, financing, procurement, and delivery.’

INTRODUCTION One way to respond to these challenges is with
resignation or a sense of defeat. The problems
seem too great, the scale beyond what we can
imagine, the solutions out of our grasp.

But housing, infrastructure, and climate
change are all human-made problems - and
human action can overcome these problems,
too. That is not to suggest that solutions will
be easy, or simply require individual action.
At the heart of these challenges is a broken
economic and social model, and collective
action is needed to transform that model.

Nevertheless with the right understanding of
the lessons to be drawn from the past and the
causes of these challenges, and a collective
willingness to take bold action in the present,
these problems can be tackled. This report
suggests that setting up a Ministry of Green
Works - alongside significant accompanying
resourcing for Maori infrastructure and
housing - would be an important step in the
right direction.

1 See Infrastructure Commission, ‘Briefing to
the Incoming Minister for Infrastructure November 2020’
(New Zealand Government, 2020); online at https://
www.beehive.govt.nz/sites/default/files/2020-12/
Infrastructure%20Commission.pdf.
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The analysis begins (in Part I) with lessons
learned from historical approaches to
infrastructure and housing.

It addresses Maori understandings of
infrastructure and housing, the role of
infrastructure and housing in driving
colonisation, and the impact of the Ministry of
Works (in its different incarnations) on Maori.
It draws out other lessons from the Ministry of
Works (in its different forms), and discusses
the effects of privatisation, deregulation, and
corporatisation (including the abolition of the
Ministry of Works in 1988) on infrastructure
and housing, including the leaky homes
scandal.

Part Il explains four key problems in the
present:

i. limited capacity to deliver public housing
at scale.

ii. failures in the contracting-out model for
delivering housing and infrastructure.

iii. conditions of work and training in
infrastructure and housing.

iv. the imperative to take political action to
address the climate crisis.

Part 1ll outlines some values to guide any
policy response. It explains why a Ministry of
Green Works, and accompanying resourcing
of Maori infrastructure and housing solutions,
is an effective response to the four problems
identified in Part Il. It sets out the structure
of a Ministry of Green Works, including an
organisation chart. It also addresses how
the Ministry could be delivered, referring to
legislative needs, ministerial responsibility,
relationships, costings, and culture. Twelve
possible risks are identified and addressed.

This reportis a prompt for discussion. It cannot
address all possible questions that might arise
relevant to a Ministry of Green Works and
accompanying resourcing for Maori housing
and infrastructure. It has also been completed
over a brief time period with limited access
to interviewees due to covid-19. It will, we
hope, be the basis for further work and
conversations. It is the result of desktop study
(scanning literature reviews and historical
analysis), around 20 structured interviews
with experts (including engineers, workers,
and historians), and other less formal, semi-
structured conversations.

Infrastructure is about foundations. Housing
is vital to the health and wellbeing of our
communities. It is more than just bricks and
mortar; it is, in the words of Tony Kake, not
just about “walls and beams” - it is about
“hopes and dreams"?

This report discusses how to rebuild those
foundations, in a way that is mindful of the
past and that readies us for the future.

2 As quoted in Independent Maori Statutory
Board, Kainga Strategic Action Plan: A Plan to Improve
Housing Outcomes for Maori in Tamaki Makaurau at 2,
online at https://www.imsb.maori.nz/assets/sm/upload/
tt/5j/27/a5/Kainga-finalA.pdf.
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1. Learning
Lessons from the
Past

Housing and Infrastructure in Early
New Zealand History

The history of infrastructure and housing in
LEARNING LESSONS Aotearoa New Zealand does not begin with
FROM THE PAST the Public Works Department, or European
settlement. Maori had a long history of creative
approaches to housing and infrastructure
prior to European arrival® Pa sites served
multiple functions over centuries, including
storage of food (such as sweet potatoes,
seafood, and water) and arms.* Marae
represent important physical foundations for
various forms of social contact. Houses took
a variety of forms in early Maori settlement of
Aotearoa New Zealand, sometimes thatched,
and sometimes designed for temporary or
permanent habitation.® Kainga were often
carefully positioned in relation to the natural
environment.® Waka were used to transport
materials for housing, and sometimes local
materials were used.” Sophisticated systems
managed water and agriculture. Further, a
subsistence economy or the economy of the
kainga was critical to the sustenance and
well-being of Maori across Aotearoa; land,
housing and infrastructure are foundational
to this ecosystem. It is important that lessons

3 Atholl Anderson, Judith Binney, Aroha Harris,
Tangata Whenua: An Illustrated History (Bridget Williams
Books, 2017) 70-161.

4 ibid 153.

5 ibid 154,

6 ibid 90.

7 ibid 155.
FIRST



from these approaches to housing and
infrastructure are more widely understood,
especially as recognition grows that Maori
values and approaches are helpful guides
to addressing social and environmental
challenges.

Housing and infrastructure were key drivers
of colonisation in Aotearoa New Zealand
from the eighteenth century onwards. In the
eighteenth century it was “imperative to find
fresh sites of profitable investment for excess
English capital and labour.”® In other words,
it was important to find new opportunities
for English investors to profit, at a time when
it was perceived that there were limits to
what could be done with money, power, and
workers within the United Kingdom. Edward
Gibbon Wakefield, founder of the New Zealand
Company and a significant figure in the
broader development of colonial capitalism as
a structure, devised “a self-financing system
of colonial emigration” He wanted “to turn
Britain's imperial possessions into agricultural
hinterlands and export markets.""® Wakefield's
proposal was for land to be extracted from
Indigenous peoples and controlled by a
settler government, and then for that land to
be sold at a “sufficient price” to be appealing
to wealthier colonists who wanted to improve
it, while keeping it out of reach of workers."
Revenues from the land sales funded travel
for settler-labourers, and revenues from taxes
on the land would be used for “financing
infrastructural improvements that would raise

land values, such as roads, ports and towns.""?
8 Onur llas Ince, Colonial Capitalism and the
Dilemmas of Liberalism (Oxford University Press, 2018)
114 (in a chapter entitled ‘Letters from Sydney: Edward
Gibbon Wakefield and the Problem of Colonial Labor’).
9 ibid 119,

10 ibid 126.

1l ibid 142. This point was also underscored by
writer Brendon Harre in discussions about the history
of infrastructure in Aotearoa New Zealand: interview
between Brendon Harre and the authors, September
2021,

12 ibid 148.

.

This was Wakefield's theory of “systematic
colonisation” in which land, housing, and
infrastructure played a central role from the
outset.”

13 ibid 154,
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Housing and Infrastructure Since Te
Tiriti o Waitangi

Infrastructure development in Aotearoa New
Zealand following the signing of the Treaty of
Waitangi in 1840, and since colonisation, has
not favoured or met the needs and aspirations
of Maori. This has created significant
impacts for Maori communities, thoroughly
engineered by colonial settlers. The Iwi Chairs
Maori Taskforce' describes New Zealand's
infrastructural development in five key phases:

1. Pioneers: characterising the
development of road networks and
establishing power generation.

2. Chugging Along: which highlights the
impacts of the Public Works Act during
the twentieth century on communities
including hapu and Iwi.

3. Think Big: government borrowing and
investment into electricity, oil, gas, and
steel projects.

4. The Lost Years: discusses deregulation,
corporatisation, and privatisation.

5. Catch up and Planning for the Future:
the government focussed on reducing
debt, improving operating surpluses,
that enabled significant expansion of
infrastructure expenditure into diverse
infrastructure projects.

These key historical phases and the evolution
of infrastructure in Aotearoa are essential to
recognise where we have come from, which
have informed today’s conditions and will
influence where we are headed as a country.
This history also demonstrates the poor

14 IWI Infrastructure and Investment. (2010). Iwi
Chairs. Retrieved from: https://iwichairs.maori.nz/wp-
content/uploads/2015/06/Maori-Taskforce.pdf

political decisions made in the past that have
failed to consider substantial changes in
the environment and climate change events
which will now force us to re-think and re-
imagine the future of our infrastructure and
investment.

Significant moments in Aotearoa New
Zealand's housing and infrastructure history in
the nineteenth and twentieth century include
then Colonial Treasurer Julius Vogel's drive
for public works, beginning in 1870, when the
Public Works Department was set up.” This
resulted in an expansion in the construction
of roads and railways, and the abolition of the
provinces in 1876. In 1943, during the Second
World War the Public Works Department
was turned into a Ministry of Works, as part
of ramping up ambition for infrastructure
and housing projects. In 1973, Norman
Kirk's Third Labour Government turned the
Ministry of Works into a Ministry of Works and
Development. In 1988 - as part of a broader
set of political shifts towards privatisation,
deregulation, and corporatisation - the
Ministry of Works and Development was
turned into a state-owned enterprise and
eventually sold off. We return below to some
aspects of this history.

Infrastructure is critical to social and
economic well-being; therefore, we need
to urgently act and address infrastructure
deficits by reviewing the broader system and
its institutional and policy settings. But we
must recognise that the Ministry of Works in
its different forms caused significant harm
to Maori communities. Unsurprisingly, the
concept of the Crown taking land for public
work purposes originated in England and
was applied and exercised in Aotearoa New

15 Rosslyn J Noonan, By Design: A Brief History
of the Public Works Department/Ministry of Works 1870-
1970 (Crown publishing, 1975) 7.


https://iwichairs.maori.nz/wp-content/uploads/2015/06/Maori-Taskforce.pdf
https://iwichairs.maori.nz/wp-content/uploads/2015/06/Maori-Taskforce.pdf

Zealand.'® The Ministry of Works was used
as a vehicle to take Maori land for ‘public
purposes’ under the Public Works Act, causing
the alienation of land which raised serious
Treaty claims and issues.!” Taking Maori land
for projects carried out by the Ministry of
Works was marketed in the national interest;
for example the Ohaaki power station18 and
defence purposes such as the Army’s Waiouru
training ground.'” The Ministry of Works and
its impacts on Maori are well-documented.

We must recognise the past failings and
ensure that better processes and practices
are in place to actively protect Maori interests
and ensure that the functions of this Ministry
are not used as a colonial tool to create any
further harm. Furthermore, if Aotearoa New
Zealand undertakes institutional reforms and
establishes a new Ministry of Green Works,
the New Zealand government must learn
lessons from the past and ensure that Maori
interests are given substantial weighting from
design through to implementation.

Treaty Partnerships are Critical
to the Design, Delivery and
Implementation of Housing and
Infrastructure

The third part of this report addresses the
right approach to infrastructure and housing
today. But for now, when considering lessons
from the past, it is important to recognise that
the Crown could provide resourcing to Maori
communities to exercise tino rangatiratanga
(protected under Article 2 of Te Tiriti o Waitangi)

16 Marr, C. (1997). Public works takings of Maori
land, 1840-1981. Waitangi Tribunal Division.
17 Ibid. See also Kingi, V. (1997). The alienation

of Maori land and public works legislation. Te Mata Koi:
Auckland University Law Review, 8(2), 563-570.

18 Stokes, E. (2003). Ohaaki: a power station on
Maori Land.
19 Cleaver, P. (2012). Taking of Maori Land for

Public Works in the Taihape Inquiry District Part I:
Defence Takings.

within their rohe to design, develop and deliver
infrastructure that meets their needs and
aspirations. This partnership-based approach
is critical to ensuring that iwi and hapu are
involved in the decision-making process and
management of resources. Additionally, Maori
communities will benefit from employment
and educational opportunities through
targeted training schemes. They will also
benefit from improvements to transport,
services and communications, especially for
many rural communities that encounter spatial
inequalities compared to urban communities.
This is important for Maori land considering
poor existing access and connection to main
infrastructure services.?Thisapproach centres
equity and justice for Maori, fundamental to
delivering infrastructure, and complements
the work of Te Maihi o te Whare Maori - the
Maori and lwi Housing Innovation Framework
for Action led by the Ministry of Housing and
Urban Development. It is also encouraged
by Leilani Farha, UN Special Rapporteur on
Adequate Housing, in her 2020 visit to New
Zealand, and similarly in the ‘Framework
Guidelines on the Right to a Decent Home
in Aotearoa’ produced by the Human Rights
Commission.?? Infrastructure is currently
delivered by central and local government
as well as the private sector; however, there
is an opportunity to identify the role of
Maori organisations and entities regarding
infrastructure finance and delivery through iwi
and other partnerships, as we discuss further
below. As many iwi move into post-settlement
environments, large scale infrastructure could
be financed in partnership with both local and
central government.

20 Kake, J. (2019). Rebuilding the Kainga: Lessons
from Te Ao Hurihuri. Bridget Williams Books.
21 Farha, L (2020). End of Mission Statement,

Visit of the Special Rapporteur on the right to adequate
housing to New Zealand. United Nations Human Rights
Special Procedures.

22 Human Rights Commission, Framework
Guidelines on the Right to a Decent Home in Aotearoa
(2021).
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Other Lessons from the History of
the Ministry of Works

Three additional relevant points emerge from
the major histories that have been written
of the Ministry of Works (in its different
incarnations).®

First, the Public Works Department, Ministry
of Works, and Ministry of Works and
Development worked on a range of projects
across different sectors: roads, rail, housing,
hydroelectric power plants, bridges, tunnels,
hospitals, quarantine stations, electrified
lighthouses, government and university
buildings, and urban development (in towns
like Kawerau and Murupara). The Ministry in
its different forms was versatile in what it did.

Secondly, there where shifts over time in the
focus areas of the Public Works Department
or Ministry of Works and the extent of
contracting-out, which was shaped by the
political positioning of governments.?* The
Liberal Government in the 1890s turned the
Public Works Department “into the foremost
construction agency in New Zealand'}?® with
a major focus on rail and also work done on
roads and hydro.?® In the 1930s, following
political attacks, wages were slashed and
under Premier Forbes priority was given to
contracting-out.?” Housing became a focus

23 Rosslyn J Noonan, By Design: A brief history
of the Public Works Department/Ministry of Works 1870-
1970 (Crown, 1975); James C Muir, Opus Works: A Short
History of the New Zealand Government’s Infrastructure
Development (DIY Publishing, 2021).

24 Contracting-out was always a feature to

some degree of the Ministry of Works in its various
incarnations. It was criticised in as early as 1894,

when the Public Works Department Under-Secretary
condemned the privatised approach to infrastructure
for enabling “a class of middle-men, in the shape

of contractors” who made “large profits out of their
undertakings” by ill-treating workers and subcontracting:
Noonan, By Design, 71.

25 ibid 75.
26 ibid 80.
27 ibid 124,

FIRST
UNION



of the First Labour Government in the early
1940s, as well as construction for war needs,
with competitive tendering suspended?® and
an expanded Ministry of Works set up in
1943. In the mid-1940s hydro was separated
from the Ministry of Works but the Housing
Construction Department was merged into
the Ministry (having previously been closely
connected).?®

The National Government elected in 1949
announced it would reduce state construction
“to encourage people to build their own
homes'’;** though major housing developments
continued in the 1950s and 1960s in places
like Porirua, Otara, and Tamaki.?' The Ministry
of Works became the Ministry of Works and
Development in 1973, with greater ambitions
for rural development, though these were
hindered by the 1970s oil crisis and a downturn
in exports after the United Kingdom joined the
European Economic Community in 1973. The
National Government under Muldoon - not
expansive in every area of activity, contrary to
what is now almost mainstream orthodoxy -
used Ministry of Works engineers as part of
‘Think Big' projects, but also cut the public
service as part of the ‘sinking lid' policy and
ended the Ministry of Works' apprenticeship
and cadetship schemes, discussed further
below.*? We also return to the actions of the
Fourth Labour Government.

Third, the Ministry of Works spearheaded
major innovations. The Ministry creatively
retrained ex-soldiers after the Second World
War as tradespeople;®® partnered with
international architects like Ernst Plischke,
who were brought to New Zealand; set up

28 ibid 167.
29 ibid 181,
30 ibid 203.
31 ibid 219
32 Muir, 403,
33 ibid 242.

»

an experimental engineering laboratory;*
purchased a mainframe computer and
developed the Vogel Computing Centre in
1970.% Partly as a result of this imaginative
approach to design and construction, there
are a number of well-known structures today
that remain sites of interest and were built
by the Ministry of Works: including what is
now the Law School at Victoria University
of Wellington; the Beehive and Parliament
buildings; the High Court in Auckland; and
Britomart railway station (originally the central
post office). As discussed above, the Ministry
is equally remembered in many communities
as a key tool in the taking of Maori land, as
already discussed in this section.

In relation to innovation, urban historian Ben
Schrader notes, “the state has always been
more innovative than the private sector” in
its delivery of housing. He observes that the
state housing scheme initiated in the 1930s
responded to a failure of the private sector to
deliver good-quality, affordable housing - with
the aim of lifting the quality of the housing
stock and the amenities that housing provided
for people. Schrader points out that the state
has historically “used inhouse architects but

34 ibid 252,
35 ibid 319,
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also those from private enterprise” as part
of successful delivery of housing. Schrader
refers to examples of how homes were built
creatively: with living rooms oriented to face
the sun, “functional kitchens” that were easier
to cook in, and larger living spaces from the
1950s on. Housing was also designed in a
way that considered suburbs, transport links,
green spaces, and nearby industry.®

The Impact of Political Shifts in the
1980s

The election of the Fourth Labour Government
brought a distinct shift in approach to the
economy. Following the election of Margaret
Thatcher in the United Kingdom and Ronald
Reagan in the United States, significant
changes were made to public institutions and
the interests that they served. These changes,
known as ‘Rogernomics, were in some ways
intensified under the National government
with Ruth Richardson as Finance Minister
(‘Ruthanasia’). The overall approach adopted
is sometimes known as neoliberalism.

Key services were sold off to the private sector,
including in banking, telecommunications,
and rail. Markets were ‘deregulated’: that is,
rules were loosened that previously protected
consumers or upheld standards in markets.
The public service was remodelled along
corporate lines, in what became known as
‘New Public Management.! Progressive taxes
were cut, with taxes for top earners reduced,
and inheritance tax and other forms of taxation
abolished. Unions were weakened, especially
through the Employment Contracts Act 1991,
and turned into bargaining agents. This
resulted in the expansion of ‘non-standard’
work (involving labour hire and labour-only
subcontracting), including in construction.
Ruth Richardson cut welfare payments in the

36 All quotations drawn from interview between
Ben Schrader and the authors, September 2021,

‘Mother of All Budgets' in 1991 and introduced
‘'user-pays’ (where the public pays fees for
essential services) in the same year. These
changes were ushered in following scare-
mongering about high government debt,
though Roger Douglas later said: “We knew
[debt] was a poor argument but we probably
felt it was the easiest to use politically."*"

The emerging new orthodoxy rhetorically
promoted a smaller state, greater efficiency in
government and freedom for the private sector,
butthe changesinfactstrengthened particular
sectors: including finance, insurance, and real
estate, as Jane Kelsey points out.® This Period
essentially saw a reorganisation of the state to
support the interests of capital. As Syd Keepa,
Council of Trade Unions Vice-President Maori
and kaiwhakahaere of FIRST Union, said of
the 1980s: “The politics of this country has a
lot to answer for."*® Keepa underscored that
this period changed, most fundamentally,
what was seen as success and what counted
as a successful life: individual wealth was
championed over community wellbeing.

The Ministry of Works was not exempt from
this programme of change. A Public Works
Amendment Bill in 1986 signalled a more
commercial approach to public works. In 1987
the Government announced it was beginning
a process of commercialisation of the Ministry
of Works and Development, and a study
began of whether it could be made a state-
owned enterprise (SOE). The commercial and
policy/regulatory arms of the Ministry were
split in late 1987, with functions transferred
to Transit New Zealand, the Ministry for
the Environment, and others.*® The new

37 Brian Easton, Not in Narrow Seas: The
Economic History of Aotearoa New Zealand (VUP 2020)
510.

38 Jane Kelsey, The FIRE Economy (Bridget
Williams Books with the Law Foundation, 2015).

39 Interview between authors and Syd Keepa,
September 2021.

40 Muir, 421-429,




SOE, the Works and Development Services
Corporation Ltd, was created in 1988, and was
reorganised in 1989 into a Works Consultancy
Services division, Works Civil Construction,
Works Property Services, and Works Vogel
Computing Services.*'

Works Property Services was bought out
by management in 1990, in conjunction with
outsourcing giant Serco (later becoming
Serco Infrastructure Ltd); Vogel Computing
Services was sold through a management
buy-out in 1991. The t*o remaining consulting
and construction divisions were turned into
commercial entities, with the construction
company splitting into separate geothermal
and civil construction firms in 1994. In 1996
all three remaining entities were sold: Works
Geothermal Ltd and Works Civil Construction
Ltd to Downer Construction Ltd; and Works
Consultancy Services Ltd to Kinta Kellas
Public Ltd Company. Works Consultancy
Services Ltd was renamed Opus International
Consultants.*? It was taken over by WSP
Global in 2017 and rebranded as WSP in 2019.
It has continued to undertake infrastructure
works in New Zealand, for example being in
charge of surveying and demolition for the
Dunedin hospital redevelopment. Engineer
and historian James Muir has observed that
much failure since the 1980s has occurred
because the disestablishment of the Ministry
of Works and Development was “unplanned
and disorganised."*?

As Len Cook, former Government Statistician
and later chief statistician in the United
Kindgom, said of this period of change: “"we
destroyed an approach ... [the] belief that
public servants were critical to the future
of New Zealand.” Cook notes that other
institutions that were disbanded in this

41 ibid 447-452,
42 ibid 452-486.
43 Interview between authors and James Muir,

September 2021.

period, like the Department of Scientific and
Industrial Research (DSIR), were “knowledge
centres” A major “mindset shift” led to the loss
of knowledge that had been built up over time,
according to Cook.**

The Leaky Homes Crisis

Neoliberal reforms led to rising inequality,
without boosting growth or productivity over
the long-run. A further consequence was
the leaky homes crisis. Many houses in the
mid-1990s were built with ‘untreated timber’
and ‘non-traditional’ claddings which were
unsuited to the New Zealand climate therefore
failing to provide sufficient weathertightness
and consequently causing houses to rot.*®
Dubbed “rottenomics” by Dyer,* the leaky
homes crisis was a result of broader systemic
failures including policy and regulatory
changestothe construction sector through the
building code. Further, Easton mentions how
the Ministry of Works and Development was
disestablished in the 1980s and exemplifies
how “engineering standards became less
significant in public policy thinking"*’

There is dispute about the extent to which
the disestablishment of the Ministry of Works
and Development affected the housing
construction sector, but it is important to note
some of the things that worked and some
of the lessons we can learn.®® For example,
within the Ministry of Works a New Zealand
Government Architect led the Architectural
Division. The division was interdisciplinary

44 Interview between authors and Len Cook,
September 2021.
45 Nuth, M. (2020). Industry perceptions of

weathertightness failure in residential construction.
BRANZ.

46 Dyer, P. (2019). Rottenomics: The story of
New Zealand's leaky buildings disaster. David Bateman
Limited

47 Easton, B. (2010). Regulatory lessons from the
leaky home experience. Policy Quarterly, 6(2).

48 ibid.
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and worked collaboratively contributing to
not only design but also government policy
informing both infrastructure and the built
environment.*® As discussed further below,
the adoption of a Ministry of Green Works
could seek to include a design division
that should include improving design and
building standards and including them into
the procurement processes to improve large-
scale development. This approach would
also concentrate technical expertise within
the public sphere, and public servants could
support growing and building communities.

49 NZ Institute of Architects. (n.d.). The
government architect’s office: 1940-1992. NZIA.
Retrieved from: https://www.nzia.co.nz/explore/
articles-and-essays/the-government-architect-s-
office-1940-1992

Access to specialists such as architects,
urban designers, and landscape architects is
a barrier given the high expenses and capacity
within the private sector. Communities should
have access to well-designed homes that
meet their diverse needs. Maori communities
would also benefit from such expertise,
which  would improve institutional and
technical knowledge. Lastly, if we understand
how we provide wrap-around services to
meet the community’s needs, the use of a
diverse range of experts could create further
employment. Kainga Ora are slowly building
their design teams in-house and collaborating
with design firms. Building in-house capacity
and capability in-house could reduce the
likelihood of a leaky homes crisis in the near
future, as we explain further below.

There have been further developments in
infrastructure and housing in recent years.
In 2008 the Fifth Labour Government bought
back the rail network and ferry businesses
from Toll, forming KiwiRail. Most notably,
Aotearoa New Zealand has faced a series
of well-documented housing problems, in
addition to the leaky homes crisis. Following
the privatisation of state houses and years
of under-taxation of property, increasing
attention has been directed towards the poor
condition of New Zealand homes, surging
homelessness, renters' insecurity, and rising
house prices. The next section of this report
examines some of these problems in more
detail and suggests a response.

This part has not offered a comprehensive
history of infrastructure and housing in New
Zealand. It has provided a snapshot of key
moments, and lessons that can be learned
as we consider what is needed to address
housing and infrastructure crises today.
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2. Problems in
the Present

Four main problems have emerged around
infrastructure and housing in Aotearoa in
recent years, as confirmed in interviews and
research conducted for this report: capacity
(the capacity of private and community
housingtodeliver needs atscale), contracting-
out (the failures of contracting-out in housing
PROBLEMS IN THE PRESENT and infrastructure), conditions of work (the
skills shortage and training gaps for people
working in housing and infrastructure), and
coordinating to tackle climate change. This
section unpacks each of the problems.

The Problem of Capacity

Aotearoa New Zealand has seen spiraling
rents and house prices in recent years. In the
five years between 2016 and 2021 median rents
increased by over 25%.%° In July 2021 house
values had increased by 30% merely over the
preceding year, with house prices around 10.5
times the median disposable income.®" This
leaves many New Zealanders insecure in their
housing, even with some improvements to the
rights of renters passed through legislation in

50 Imogen Wells, ‘Spiralling rents make prospect
of finding new place to live terrifying, 1 News, 5 August
2021, online at https://www.tvnz.co.nz/one-news/new-
zealand/opinion-spiralling-rents-make-prospect-finding-
new-place-live-terrifying.

51 Tamsyn Parker, * “Simply bonkers”: House
prices now 10,5 times median disposable income,

ANZ economists say, NZ Herald, 29 July 2021,

online at https://www.nzherald.co.nz/business/
simply-bonkers-house-prices-now-105-times-
median-disposable-income-anz-economists-say/
OSWV2HBS7J6UFGYFME5SMFNBW5Q/



2020.°2 The causes of the strong surge in rents
and house prices are hotly contested and the
answer is not straightforward. At least in part
it is a product of two notable features of the
New Zealand housing landscape: politics,
policy, and legislation that have favoured
property investment (including through under-
taxation) and encouraged the accumulation of
vast wealth in real estate; and the absence of
the right kind of supply of houses to meet the
needs of people who lack housing security.

Some steps were taken in early 2021 to tighten
the tax incentives for property investment: the
‘bright line’ test was changed so that property
sold on within 10 years would be treated
as income for tax purposes, and interest
deductions could no longer be claimed for
residential property, with exemptions for
new builds. To meet the need for housing,
the Government has bulked up Kainga Ora
(hiring more than 1000 staff between 2017 and
2021)%% and in July 2021 a record 45119 new
homes were consented, the most consents (in
absolute terms) since records began in 1938.%

There remains a need for a greater number
of houses to be built at scale, especially
public housing. In April of this year, the public

52 For a discussion of why housing security
should be an overriding public goal, and not home-
ownership, see Jacqueline Paul, Jordan King, Jenny
McArthur, and Max Harris, ‘Transformative Housing
Policy for Aotearoa New Zealand’ at 12-14, online at
https://cdn.auckland.ac.nz/assets/auckland/arts/our-
research/research-institutes-centres-groups/ppi/policy-
briefings/ppi-housing-full2.pdf.

53 Thomas Coughlan, ‘Kainga Ora Hiring
Spree - 1000 Extra Staff Sees Government Housing
Agency Nearly Double, New Zealand Herald, 16
August 2021, online at https://www.nzherald.co.nz/
nz/kainga-ora-hiring-spree-1000-extra-staff-sees-
government-housing-agency-nearly-double/
Y5KLCYKTZ32DBDFINEJF4QYTC4/.

54 Anna Gibson, ‘All-time record set for house-
building consents; New Zealand Herald, 31 August
2021, online at https://www.nzherald.co.nz/business/
all-time-record-set-for-nz-house-building-consents/
MNK43YSMNQPK4ZP7RQJ3NYYDAE/.

housing waitlist reached an all-time record
high of 24,010, tripling in three years ago, with
the median time to house rising to 202 days.*®
Treasury advice to the Government in 2021,
released under the Official Information Act,
noted that “the construction sector is near or
at capacity’®® Simplicity Chief Executive Sam
Stubbs recently expressed the same view
that the private construction sector was at
capacity.’

This is a major public policy challenge: that
housing need is self-evidently significant,
while the private sector construction sector is
reported to be at capacity. There is reduced
incentive for private sector construction to
build affordable homes or public housing,
for which they are likely to receive a lower
return when compared to the construction
of luxury or high-end housing (especially as
prices skyrocket). Such reduced incentive for
the private sector to build affordable homes or
public housing has applied around the world,
not just in New Zealand. The Productivity
Commission has demonstrated starkly that
there has been a gradual decline in housing
investment for the lower quartile and the part
of the market between the lower quartile and
the median since 1960, with a particularly
sharp decline for the lower quartile since
the late 1980s; there has been an increase
in housing investment for the upper quartile

55 Henry Cooke, ‘Public housing waitlist hits
24,000, half waiting more than 200 days for a home,
Stuff, 21 July 2021, online at https://www.stuff.co.nz/
national/politics/300363280/public-housing-waitlist-
hits-24000-half-waiting-more-than-200-days-for-a-
home.

56 New Zealand Treasury, ‘Treasury Report:

How to achieve government housing market objectives
through supply-side measures, The Treasury: Tax,
Housing and RBNZ Information Release (April 2021),
para 21, online at https://www.treasury.govt.nz/sites/
default/files/2021-04/tax-housing-4418696.pdf.

57 Dileepa Fonseka, ‘Unleashing buy-to-rent to
solve the renting crisis, New Zealand Herald, 14 February
2021, online at https://www.stuff.co.nz/life-style/homed/
renting/124183905/unleashing-buildtorent-to-solve-the-
rental-crisis.
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since 1960 with an especially sharp spike after
the late 1980s.5%8 There is an urgent need to
consider whether capacity can be ramped up,
including through the lower borrowing costs
and economies of scale that can be secured
through direct public sector involvement in
the construction and delivery of housing.

58 Productivity Commission, Housing
Affordability Inquiry (2012), at 6 (Figure 0.6),

online at https://www.productivity.govt.nz/assets/
Documents/9c8ef07dc3/Final-report-Housing-
affordability.pdf.

The Problem(s) of Contracting-Out

The dominant public delivery model for
infrastructure and housing is contracting-out,
where public services are not delivered by
directly employed public sector staff but by a
third party (often for-profit) provider, managed
via a contract.®® Contracting-out is dominant
in construction and in related service
provision (to manage, maintain, or operate
infrastructure or housing). Consistent with
the New Public Management ethos that rose
to prominence in the 1990s, the public sector
is regarded in many spheres as a manager of
services. It manages contracts for services
that are delivered by others, often for profit.
Kainga Ora has done important work boosting
the construction and delivery of houses, but
its core model involves these houses being
built by contractors. Infrastructure projects
in Aotearoa New Zealand are primarily
delivered by private firms, under contract with
government or public entities. This is not an
entirely new development. As already noted,
the Public Works Department and Ministry of
Works went through periods, especially in the
twentieth century, of relying on contractors.
But contracting-out has shifted from being
one tool in the armoury of the public sector
to the default public sector approach when
delivering infrastructure and housing.

Contracting-out promises accountability,
efficiency (lower costs), and innovation
(as contractors compete and theoretically
improve the quality of their services). But there
is limited evidence that contracting-out has
delivered on this promise in recent decades
- and it also appears to have introduced
other problems. For example, the public-
private partnership (PPP) model employed

59 The same process is also sometimes known
as ‘outsourcing’ or referred to as a form of procurement,
The process is often intensified in the construction
sector, in terms of its reliance on contracting, through
layers of subcontracting.



for the Transmission Gully roading project
has been catastrophic, with cost blowouts
and evidence that there were major faults in
the original business case.®® Two economists’
analysis of the PPP process, as used in
Transmission Gully, underscored defects in
the PPP model: noting that where a private
partner takes on initial debt and enters the
post-construction period with debt servicing
costs, PPPs incentivise private partners to use
“hold-up rents” to pay off costs.®' Put another
way, PPPs can encourage companies to hold
the government to ransom in later parts of a
project, increasing costs and delays.

PPPs are not in widespread use across
construction and infrastructure. But related
structural problems have emerged in other
forms of contracting-out. Competitive
tendering, where bids are invited on public
projects and providers compete with each
other, predominates in construction “despite
the known inefficiencies of this procurement
model"®> The New Zealand Construction
Industry Council observed in the early 2000s
that the pressure to reduce costs “can lead
to under-estimation of the actual costs
associated with undertaking the work."s®
There is "acceptance amongst the global
construction community that [competitive
tendering] lowers performance.® A New
Zealand-based study concluded that
“contractors and subcontractors knowingly
engage in  opportunistic  self-serving

60 Greater Auckland, ‘Transmission Gully PPP
Review, online at https://www.greaterauckland.org.
nz/2021/04/21/transmission-gully-ppp-review/.

61 Matthew Ryan and Flavio Menezes, ‘Public-
private partnerships for transport infrastructure: Some
efficiency risks’ (2015) 49 New Zealand Economic Papers
276 at 277.

62 Mark A Hinton and Robert T Hamilton,
‘Competitive tendering and individual behaviour in the
construction industry: convenient immorality at work’
(2016) Construction Management and Economics 880 at
880.

63 ibid.

64 ibid at 881.

behaviours, reflecting the economic pressure
they are under to secure ongoing revenue and
profitability under competitive tendering.s®
The chain of contractual relationships
undermines accountability.

Contracting-out creates pressure to reduce
wages, and undermine terms and conditions,
to lower costs - as international evidence
demonstrates.®® It also leads to a loss of
capacity that could otherwise be built inhouse
in public construction and infrastructure
entities. The fragmentation involved in
contracting-out, which often involves a
complex chain of subcontractors (as well as
costly consultants and legal advice), means
know-how is easily lost as contractors move
from contract to contract.?” As engineer Troy
Brockbank points out, contracting-out may
also lead to local economic losses, with profits
flowing overseas rather than being directed
back into the community.®®

Another New Zealand study points out that
- despite the promise that contracting-out
would boost innovation - there is a stark lack
of innovation in the New Zealand construction
industry, accompanied by lagging
productivity.®® Attempts to move towards
more collaborative forms of contracting have
not reversed these trends. There is some
evidence that, where innovation has occurred,
it has sometimes been done at the cost of

65 ibid at 883.

66 UK Labour Community Wealth-Building

Unit, Democratising Local Public Services: A Plan for
Twenty-First Century Insourcing (2019) at 8, online at
https://labour.org.uk/wp-content/uploads/2019/07/
Democratising-Local-Public-Services.pdf.

67 This was a point also made by Patrick
Cummuskey: interview between Patrick Cummuskey and
authors, September 2021,

68 Interview between Troy Brockbank and
authors, September 2021,
69 Mohammadali Noktehdan, Mehdi

Shahbazpour, and Suzanne Wilkinson, ‘Driving
Innovative Thinking in the New Zealand Construction
Industry’ (2015) 5 Buildings 297 at 298.
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basic health and safety standards. Engineer
and historian James Muir notes that the
viewing platform at Cave Creek in 1995, which
tragically collapsed resulting in 14 deaths,
was not constructed properly, did not have
the required building consent, had not been
designed or approved by a qualified engineer,
and was not receiving regular inspections
(as confirmed by the judge-led commission
of inquiry). Muir suggests the collapse would
not have occurred had the platform been
constructed according to Ministry of Works
protocols and processes.”” The leaky homes
debacle, also the product of a profoundly
inadequate regulatory framework, is yet
another example of such failures of service
quality as a result of outsourced or privatised
construction.

Judith Aitken, former senior public servant
(including CEO of the Education Review
Officer and of the Ministry of Women's Affairs)
and Wellington Regional Councillor, noted in
conversation that we are at a “point in our
history when very large and fundamental
parts of infrastructure are failing." Dr Aitken
added: "leadership has been farmed out."""
All in all, contracting-out in housing and
infrastructure has not produced widespread
efficiency gains, better accountability, or
innovation across the board; it appears to
have undermined accountability, encouraged
gaming, produced a loss of know-how, and
endangered basic standards and service
quality. A different approach is needed.

70 James C Muir, Opus Works: A Short History
of the New Zealand Government’s Infrastructure
Development (2021) at 473-474; the point was repeated
in an interview between James Muir and the authors in
September 2021.

71 Interview between Judith Aitken and the
authors in September 2021.

The Problem of Conditions of Work

Despite the very real construction needs
for housing and infrastructure in Aotearoa
New Zealand, in housing and infrastructure,
there is a severe shortage of workers. The
Building Industry Federation Chief Executive
Julian Leys estimated in August 2021 that
New Zealand needed an additional 60,000
construction workers (even before considering
a potentially more ambitious agenda to deliver
public housing and infrastructure).”

As well as there not being enough workers
(even despite positive steps taken by
Government to make trades training free),
the workforce is currently highly unstable.
The labour turnover rate is over 20%: in other
words, more than 2 in 10 workers leave the
industry each year’® A high turnover rate

72 Supply Management, ‘Construction Sector at
Risk as Suppliers “Drop” New Zealand; 9 August 2021,
online at https://www.cips.org/supply-management/
news/2021/august/construction-sector-at-risk-as-
suppliers-drop-new-zealand/.

73 Olabode Adekunle Ayodele, Yan Chang-
Richards and Vicente A Gonzalez, ‘A framework for
addressing construction labour turnover in New



creates difficulties for long-term planning,
increases cost, and disrupts morale, thereby
undermining overall productivity.

A 2021 research project by University of
Auckland engineering academics conducted
surveys with workers across the construction
sector and found some common reasons for
high labour turnover. In particular, the nature
of the job (including the physical demands and
commuting required), employee satisfaction
(including pay, training, and pathways for
career development), and relationships with
employers were cited as reasons for large
numbers of workers exiting the workforce.™

This is not just a matter of bad luck or
unfortunate timing. There is an underlying
reason for the skills shortage: there is little
incentive for project-based contractors to
provide longer-term training for the people
that it employs and subcontracts, meaning
that builders (for example) can work for
years on low wages without getting qualified
via existing apprenticeship programmes.
The incentives exist at present to deliver on
individualhousingandinfrastructure contracts.
Of course, companies may have incentives
to build up a workforce. But the contracting-
out model is unlikely to encourage training
or to provide incentives for an expanded
workforce to be built up over time. Engineer
and historian James Muir echoes this point,
noting that the private sector “takes the path
of least resistance” when it comes to what
training needs to be done.” As a result, there
are limits to what can be built and the quality
of the housing and infrastructure that can be
delivered. The private construction sector is
‘at capacity’ in part because the contracting-
out model does not incentivise a significant

Zealand’ (2021) Engineering, Construction and
Architectural Management at 2.

74 ibid at 11-13.

75 Interview between James Muir and authors,
September 2021.

expansion of training capacity.”®

Construction work is also associated with
poor health and safety outcomes, sometimes
with tragic outcomes. Shortly prior to the
Covid-19 pandemic, construction industry
deaths reached a 10 year high, with 11 people
dying in 2019.”” Care and caution is essential
when linking suicides to any one cause, but
concerns about high levels of suicides in the
construction sector (after 300 construction
workers died by suicide between 2007 and
2017) led to Site Safe undertaking a study of
coronial reports.”® A third of cases reviewed
recorded work-related factors, one in eight
cases experienced insecurity or uncertainty
at work, and 15% of cases had physical
illness or injury mentioned in their files.”®
Greater support and attention clearly need
to be directed towards conditions at work for
construction workers.

76 The problem is not limited to New Zealand.

In other construction markets reliant on contracting-
out, such as the United Kingdom, similar problems
appear. See the diagnosis of “low productivity’, “low
predictability’] “structural fragmentation, “leadership
fragmentation, “a dysfuunctional funding & delivery
model’, “lack of collaboration and improvement culture’,
and “lack of R&D & investment in innovation” in: Mark
Farmer, Modernise or Die: Time to Decide the Industry’s
Future - The Farmer Review of the UK Construction
Labour Model (Construction Leadership Council, 2016)
at7z

77 Denise Garland, ‘Construction industry deaths
at a 10 year high; RNZ, 1 July 2019, online at https://www,
rnz.co.nz/news/national/393310/construction-industry-
deaths-at-a-10-year-high.

78 Site Safe (Kate Bryson, Janette Dobias,
Chrisopher Stachowski, Andy Walmsley), ‘Suicide

in New Zealand'’s Construction Industry Workforce:
Factors Identified in Coronial Reports’ (executive
summary) (2019), online at https://www.sitesafe.org.nz/
globalassets/guides-and-resources/research/executive-
summary---suicide-in-new-zealands-construction-
industry-workforce-report----final.pdf.
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The Problem of Coordination to
Tackle Climate Change

The final problem highlighted here is related
to the others but distinct®® Aotearoa New
Zealand has been slow and unambitious in
reducing emissions as part of its contribution
to global efforts to tackle climate change.
Of all the 43 industrialised countries that
have benefited from emissions historically
(and are part of ‘Annex I' under the UN
Framework Convention on Climate Change),
New Zealand has had the second-greatest
increase in net emissions in percentage terms
since 1990, behind only Turkey.®' Most of these
industrialised countries (including the United
Kingdom, Australia, Japan, and Germany)
have reduced net emissions since 1990. New
Zealand is in a group of 12 countries whose
net emissions have increased.® As Marc
Daalder notes, “New Zealand hasn't updated
its Paris [emissions reduction] target since
first setting it in 2015."® New Zealand was
recently demoted by researchers at Climate
Action Tracker from having “insufficient”
plans to reduce emissions to limit warming
to 1.5 degrees under the Paris agreement, to
being regarded as "highly insufficient.®* If
all countries had this level of emissions and
similar policies to New Zealand, we would
see global warming catastrophically exceed 3
degrees and approaching 4 degrees.®

80 Thank you to Matthew Scobie for his
suggestions in relation to this section: interview between
authors and Matthew Scobie, September 2021.

81 Marc Daalder, ‘Overseas doubts grow about
NZ'’s climate commitment, Newsroom, 9 December
2020, online at https://www.newsroom.co.nz/overseas-
doubts-grow-about-nzs-climate-commitment. Annex | is
not formally part of the Paris Agreement.

82 ibid.

83 Marc Daalder, ‘Climate plan delays shows
govt-as-usual not up to task, Newsroom, 16 September
2021, online at https://www.newsroom.co.nz/climate-
plan-delay-shows-govt-as-usual-not-up-to-task.

84 ibid.

85 See https://climateactiontracker.org/
methodology/comparability-of-effort/.
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To be fair, this has been recognised by the
Climate Change Commission, which has
produced advice for the Government to lift the
scale of ambition, building on the Zero Carbon
Act. The new replacement legislation for the
Resource Management Act 1991, including the
Climate Change Adaptation Act, is designed
to improve the coherence of New Zealand's
policy and legislative response to climate
change. It has also been acknowledged in the
Infrastructure Funding and Finance Act 2020
that environmental resilience infrastructure
(defined as infrastructure for managing risks
from natural hazards, and infrastructure for
environmental restoration)® is a key part of
the infrastructure landscape.?”

86 See s 8(3) of that Act.
87 See s 8(2).

But even despite these steps, Aotearoa
New Zealand's action on climate change
is insufficiently coordinated, despite the
surge of extreme weather events and
increasingly concerning assessments by the
Intergovernmental Panel on Climate Change.®
The contracting-out of infrastructure and
housing results in fragmented approaches
from different providers, some of which may
be building for a decarbonised future, while
others lag behind. The contracting-out model
does not allow the Government to ensure that
all new infrastructure is green infrastructure, fit
for the future.t° Where there are public entities

88 See https://www.ipcc.ch/2021/08/09/ar6-wgi-
20210809-pr/.
89 Arielle Lawson notes rightly that:

“Decarbonization needs to be materialized in the
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that offer whole-of-government perspectives
on climate change, these entities - like the
Climate Change Commission - tend to lack
the powers needed to drive through ambitious
change, and largely play an advisory role. The
lack of coordination also acts as a ceiling on
ambition, leaving the Government to introduce
isolated policies to tackle climate change (for
example, on electric vehicles) rather than
being able to deliver an ambitious, democratic
vision for climate action.

The Government may be pulling many of the
levers it has available on climate change - and
infrastructure and housing - but there needs to
be more questioning of whether these levers
are adequate, and whether the Government
needs to expand the available levers if it is to
pursue anything approaching an Aotearoa
Green New Deal: an ambitious, system-wide,
government-led approach to tackling climate
change that can simultaneously achieve
other social and economic goals.®*® Does the
Government have the powers and appropriate
public entities to be able to respond quickly to
the threat of floods or other natural disasters
linked to climate change? Does the existing
range of public institutions have the right
expertise to be far-sighted in anticipating
future problems, and agile in response to
short-term emergencies? If not, what can be
done to boost those powers and expertise?

We should not romanticise the past or make
nostalgia the drive for a different politics, but
New Zealand previously had an architecture of
public institutions - like the Ministry of Works
(for direct construction), the Development

infrastructures of our everyday lives.” See Arielle
Lawson, ‘Planners for a Green New Deal: Planning for
Decarbonization’ (2019) Urban Review 6 at 6.

90 As Anna Sturman points out, an Aotearoa
Green New Deal has to involve collective struggle,

the right analysis of the problem (“the structure of the
economy and its political forms”), and a proper analysis
of the state: https://www.10f200.nz/articles/a-green-
new-deal-for-aotearoa-nz.

Finance Corporation (to advise and support
industrial development), the Department of
Scientific and Industrial Research (to provide
scientific and industrial research for the
public good), the Department of Maori Affairs
(especially its housing programme), the State
Advances Corporation (providing loans for
housing) - many of which were corporatised
and privatised in the 1980s and 1990s. The time
has come to revisit whether a new architecture
of public institutions needs to be introduced
afresh to create new green jobs and meet the
challenges of the twenty-first century, starting
with a Ministry of Green Works.

FIRST
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3. Planning for
the Future

Values to Guide the Response to
these Problems

Any policy proposal should be judged against
whether it overcomes the four problems
discussed in the last section. But proposals
might over-reach, or have other unforeseen
PLANNING FOR THE FUTURE consequences, aside from solving these
primary problems. To judge the effectiveness
of a proposal it is important to set out values
it can be judged against. Put another way:
when judging whether a policy idea “works’,
it is important to explain what it means for
that policy to “work” (for whom, and against
what benchmarks?). We suggest seven values
below as an appropriate guide. We draw
them from our own experience and expertise
in assessing housing and infrastructure
policy, and our interviews and review of the
relevant literature. Inevitably this is a matter of
judgment and different observers will arrive at
different values.

Whakamana Te Tiriti o Waitangi

Te Tiriti o Waitangi (the Maori version of
the Treaty of Waitangi, signed by most of
the signatories) is a founding constitutional
document for Aotearoa New Zealand.
Honouring and uplifting Te Tiriti o Waitangi
should be a core commitment of all those
who exercise power in this country. That
means hardwiring into every political
decision a recognition of the importance
of the sphere of tino rangatiratanga (under
Article 2), alongside the kawanatanga or



Crown sphere (Article 1), amongst other
things.”

Manaaki whenua, manaaki tangata

Maori communities have long prioritised
care for the land and for people, and viewed
a healthy approach to land as essential

to healthy communities. Any housing and
infrastructure plan must show deep concern
for the environment and for the wellbeing

of the people that inhabit the environment.
It should be focused on meeting the needs
of communities; but those communities will
only exist if we take care of the planet.

Indigenous innovation

The history of Aotearoa New Zealand
provides a wealth of evidence that
matauranga Maori supplies the resources
and knowledge to deal with various social
and environmental challenges. The vision
and technical expertise that can be provided
by Indigenous innovation must be embraced.
This also includes a commitment to long-
term, intergenerational planning.

Collaboration and coordination

Any intervention in housing, infrastructure,
and climate change must recognise the need
for collaboration and coordination to achieve
systemic change. Action in the kawanatanga
sphere will need to be aligned with other
government priorities and activities of the
public service. The outcome of effective
action on housing, infrastructure, and climate
change will also be more strongly connected
communities.

Creativity
The housing and infrastructure crises
require governments to turn away from

91 See further discussion of this approach in
the Matike Mai report: https://nwo.org.nz/wp-content/
uploads/2018/06/MatikeMaiAotearoa25Jan16.pdf.

orthodox market-driven approaches,
including contracting-out and models
that have undermined productivity and
innovation. There is a need for bold action,
and imagination, which requires risk-taking
and experimentation. That approach to
trying new things should, wherever possible,
be based on evidence and should not be
pursued at the expense of other core values.

Safety and accessibility

Anything that is built as part of large-scale
housing and infrastructure projects needs

to be safe and accessible. The highest
standards need to be upheld in construction,
including in the treatment of people working
on projects. Particular care must be taken to
create conditions so that whatever is built is
fit for future shocks and natural disasters.

Change as part of wider economic
transformation

This report considers a particular set of
policy proposals: establishing a Ministry of
Green Works and providing significant new
resourcing in the tino rangatiratanga sphere
for Maori housing and infrastructure. But it
begins from the premise that deep defects
in our economic model have shaped the
crises we face in housing, infrastructure,
and climate change. Therefore, responding
to these crises requires taking steps that
contribute to broader change of that
economic model. That change needs to
draw on the economics of the kainga

(and concepts of whenua, whanau, and
whakapapa, amongst others) and on the
concept of decommodification: where parts
of housing and infrastructure are removed
from the market, so that they are treated

as basic human needs or rights, and not
commodities.
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An Effective Response

It could be argued, and indeed some will
say, that the problems identified in the last
section can be address through changes
to procurement rules or regulation of the
construction sector. If training opportunities
are inadequate, it might be argued that the
Government should require greater training
as part of its procurement processes. To
ensure all infrastructure is green and fit for a
decarbonised future, the Government could
legislate to set minimum standards, including
in the legislation that replaces the Resource
Management Act 1991,

There are three interlocking reasons why this
approach is an inadequate response to the
problems identified. First, the Government has
already made some changes to the existing
system of contracting-out housing and
infrastructure, with no appreciable significant
impacts on the housing crisis or infrastructure.
The Ministry of Business, Innovation and
Employment (MBIE) has attempted to
standardise procurement processes across
government. Further attempts have been
made to encourage training of tradespeople,
including through free trades training
(an important policy step) and reforms of
vocational education.

Second, relatedly, the problem is not that
procurement processes aren't adequately
specifying their goals; the problems are
inherent in the contracting-out process itself.
Contracting-out leads to fragmentation,
incentives to reduce costs, accompanying
downward pressure on wages and conditions
(as well as inadequate protections of worker
safety), a lack of incentive to provide training,
and limits the capacity of the scale of housing
and infrastructure that can be delivered. No
amount of regulation of contracts, or tweaks
to procurement processes, can eliminate
these defects. Thirdly, making these changes
to procurement processes or regulation
and taking other more ambitious steps are
not mutually exclusive courses of action for
policymakers.

What is urgently needed is a step-change in
housing and infrastructure. A Ministry of Green
Works, with accompanying resourcing for
Maori to give effect to Te Tiriti o Waitangi, could
provide that step-change. More is said below
about the possible structure of a Ministry of
Green Works. But in short, a Ministry of Green
Works involves the government building
housing and green infrastructure directly, and
directly employing a core staff to carry out
projects.



Consistent with Te Tiriti o Waitangi, resourcing
should also be allocated to iwi, hapu, and other
Maoriorganisationstoenable the development
of Maori housing and infrastructure solutions;
resources would be used in a way, and
according to needs, determined by Maori.
Some funding has been allocated in recent
years via the Maori Housing Network for
Maori housing and infrastructure grants: for
example, the Kainga Whenua Infrastructure
Grants, the Maori Housing Fund, the Whanau
Housing Response Fund, and the Whanau
Housing Support Fund. But this resourcing
has been “limited"® There was a boost to
Maori housing and infrastructure in the 2021
Budget, with $380 million dedicated housing
funding and the ringfencing of $350 million
for infrastructure supporting Maori housing as
part of the $3.8 billion Housing Acceleration
Fund. However, we propose here a scaling
up of that funding to reflect the ambition of
resources dedicated to the Ministry of Green
Works. Maihi Ka Ora - The National Maori
Housing Strategy 2021-2051 is undoubtedly
a step in the right direction, in the process
governing its development and in the way it
draws on the articles of Te Tiriti o Waitangi (as
Jade Kake points out).®®* Encouraging direct
building by a new Ministry of Green Works, as
well as further resourcing for Maori (including
potentially to build directly), will complement
that strategy. The policy proposal set out here,
taken as a whole, effectively responds to all
four of the problems identified in the previous
section - and has other advantages.

The establishment of a public entity - along
with support for tino rangiratanga over the
same areas - will boost capacity to deliver

92 Jade Kake, Rebuilding the Kainga: Lessons
from Te Ao Hurihuri (Bridget Williams Books, 2019) 40-
42,

93 Jade Kake, ‘New Maori housing strategy is a
game changer, Stuff, 5 October 2021, online at https://
www.stuff.co.nz/business/opinion-analysis/126587382/
new-mori-housing-strategy-is-a-game-changer.

housing, especially public housing. The
current capacity of the private sector is
limited by its approach to the workforce, as
well as its underlying drivers (which steer that
sector towards more profitable construction).
A Ministry of Green Works would expand
the collective resources dedicated towards
building housing and public infrastructure -
and without being tethered to the imperative
to generate a profit, the Ministry will be freed
up to build and deliver public housing at
scale. The Housing Construction Department,
overseen by the Ministry of Works, built around
25,000 state houses between 1938 and 1948,
at a time when the New Zealand population
was between 1.6 and 1.8 million.**

With the general population now three times
that size, and more advanced technology
and skills, there is no reason why the target
number for public housing could not be far
greater than the 1938-1948 figure, a point
we return to below. Resourcing for iwi, hapu
and Maori entities can also enable necessary
building to occur in areas that Maori know
best. As discussed below, the removal of profit
margins will also allow resources to go more
directly into the building of houses and green
infrastructure (including rail), rather than being
used to pay shareholder dividends, service
debt, or remunerate company-owners.*®
Furthermore, the Government's lower
borrowing costs will reduce expenses and
allow greater direct spend on construction. The
Government is also likely to be able to harness
even greater economies of scale than even
the largest construction companies, saving

94 Ben Schrader, 'Housing and government -
State loans and state houses), Te Ara - the Encyclopedia
of New Zealand, Accessed September 2021, https://
teara.govt.nz/files/32421-data.txt

95 If the Government maintains its approach to
income-related rents, revenue from income-related rents
could also be reinvested in the housing stock. (That
approach may need to be reviewed as part of a broader
review of housing policy and economic settings, which
could also consider Accommodation Supplement.) The
same arrangement would apply to iwi and hapid where
they are managing public housing stock.
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money on bulk purchases of materials (what
construction management expert John Tookey
describes as “brigading together materials”),%
and expanding the overall capacity to deliver
on housing, especially public housing.

A Ministry of Green Works with accompanying
resources for Maori housing and infrastructure
can also avoid, and overcome, some of
the problems with contracting-out. Other
contractors and private construction providers
will, of course, remaininthe market. Buta public
entity will not incur the costly consulting, legal,
and other administrative fees associated with
contracting-out. It can retain knowledge and
build capacity in the public sector over time,
rather than allowing capacity and knowledge
to leak out to individual project contractors.
That same knowledge and capacity can be
retained in Maori housing and infrastructure
providers. Both the Ministry of Green Works
and Maori resourcing will encourage a joined-
up, hands-on approach to housing and
infrastructure, mitigating the fragmentation
and inconsistency that is the norm at present
when an arm’s-length contracting-out model
is dominant.

Core health and safety standards, and
standards of accessibility, may be more likely
to be guaranteed by the public sector, which
does not face the downward cost pressure
imposed by the profit motive. Legislation
establishing the Ministry of Green Works and
accompanying resourcing for Maori housing
and infrastructure could make new entities
explicitly subject to Te Tiriti o Waitangi, the
New Zealand Bill of Rights Act 1990, freedom
of information legislation, and the oversight
of the Ombudsman, thereby improving
accountability. Taking parts of housing
and infrastructure out of the market, by
establishing greater public provision, will also

96 Interview between authors and John Tookey,
September 2021.

contribute towards decommodifying these
essential services. It will shrink the overall
area within which housing and infrastructure
are regarded as commodities rather than
public goods.

Much depends on structure and operations,
which are discussed in more detail in what
follows, but a Ministry of Green Works and
dedicated resourcing for Maori housing and
infrastructure has the potential to improve
training and conditions at work for those in
construction. As Greater London Authority
Housing Policy Manager Alexis Harris
notes, “Construction and trades can be very
insecure work.”” A new public entity would
provide security at work for all those brought
onboard as direct staff members, in contrast
with the insecurity that can arise in project-
based work in the private sector. (House-
by-house construction undermines both job
security and the possibility of regular wage
bargaining.) It could boost the status and
standing of people involved with construction
work, including tradespeople; as noted above,
the profile and status of construction work is
currently a factor in the high labour turnover
rate in the construction sector.

The Ministry of Works in operation in the
twentieth century had a well-regarded
cadetship programme, a point confirmed
in interviews conducted for this project.
Students studying architecture or engineering
could gain work experience at the Ministry of
Works; such cadetships have been restarted
by Opus International Consultants Limited, for
example for civil engineers and surveyors.%
That cadetship programme could be launched
at scale again under a new Ministry of Green
Works, as part of an attempt to improve the
state of apprenticeships in the construction
sector and to embed decent work standards

97 Interview between authors and Alexis Harris,
September 2021,
98 ibid 502,
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across the industry.®® The Ministry of Green
Works could provide clear career pathways
for people starting in the construction sector,
including for women and other groups not
currently attracted to construction work in
large numbers. Shift work may enable flexibility
for people with childcare responsibilities. This
could build on existing initiatives to encourage
greater gender diversity in the construction
sector, and to make the sector more inclusive
in terms of practices, behaviours, and
expectations.'®

Joe Gallagher, Industry Coordinator with E TG,
has emphasised the potential “opportunity
to re-engage our youth” posed by a Ministry
of Green Works. Gallagher adds that a new
Ministry could “give people the core skills to be
able to branch out into other sectors."'"" Given
that the Ministry of Green Works would be set
up with a long-term focus and designed to
respond to the needs of the public rather than
the imperative of profit, there will be greater
incentives for training staff than under the
current contracting-out project-based model
in construction. Dr Ganesh Nana, Chair of the
Productivity Commission, notes: “I see little
need for an entity that will replicate the role of
existing providers in the sector. However, there
may be a case for an entity with a distinctively
longer-term kaupapa focussed on ensuring
workforce capacity and innovative capability
for the sector. In genuine partnership with
Maori in line with Tiriti responsibilities there
is an opportunity for a strong alignment with
such a multi-generational kaupapa."'®2

99 For some guidance on what “decent work”
means, see for example the International Labor
Organisation’s work on a decent work agenda: https://
www.ilo.org/global/topics/decent-work/lang--en/index.
htm.

100 See, for example, https://bcito.org.nz/
resources/women-in-construction/.

101 Interview between Joe Gallagher and authors,
September 2021.

102 Written correspondence between Dr Ganesh
Nana and the authors, September 2021.

A Ministry of Green Works, alongside
resourcing of Maori housing and green
infrastructure, could also provide some of
the coordination necessary to deliver on a
Green New Deal for Aotearoa New Zealand.
A Ministry of Green Works would enable the
Crown, within its sphere of authority, to have
greater powers to build housing and green
infrastructure (including rail) at scale. This
could result in housing designed to support a
low-emissions economy and the development
of passenger rail as part of an integrated
public transport network — enabling greater
emissions reduction and a more ambitious
approach to tackling climate change.
(Boosting rail freight can also encourage
decarbonisation by reducing reliance on
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trucks.) In the tino rangatiratanga sphere,
additional resourcing for Maori housing and
greeninfrastructure will be allocated according
to Maori needs, advancing Maori values that
have historically supported care for land
and people. The current model in housing
and infrastructure involves the Government
attempting to secure these outcomes at
arm’s-length, at a distance, via indirect and
imperfect procurement tools. As engineer and
historian James Muir has said: “There’s no
one entity looking after future all-infrastructure
needs”, even following the establishment of
the Infrastructure Commission; and there’s a
need for a body to have an “overview of all
infrastructure”.'®

The Ministry of Green Works could also adapt
its functions and focus, as occurred with
the Public Works Department and twentieth
century Ministry of Works (during the two
world wars and 1931 Napier earthquake), in
response to public emergencies or urgent
needs: for example, building sea walls or
other coastal defence structures in response
to flooding, or supporting other construction
needed as part of managed retreat. A
Ministry of Green Works could play a role
in other forms of disaster management: it
could be equipped to build a purpose-built
managed isolation and quarantine facility in
response to pandemic needs, or construct
emergency health or housing facilities at
speed in response to other natural disasters.
Dr Ganesh Nana, Chair of the Productivity
Commission, again observes: “A longer-term
perspective will undoubtedly be imperative in
facing the climate challenges implications for
physical infrastructure ... In this context, the
need for a resilient innovative construction
sector is unarguable. Also unarguable will be
that the majority of the pipeline of demand
will continue to be funded through the public

103 Interview between James Muir and authors,
September 2021.

purse, whether local or central. The case for a
public entity in this context would be worthy of
consideration."" All in all, a Ministry of Green
Works and associated funding for Maori
housing and infrastructure could provide
the powers, nimbleness, and coordination to
improve the response to climate change and
to allow for better disaster management in
general. It could, in one sense, be a ministry
for the future.

A Ministry of Green Works and accompanying
resourcing for Maorihousingand infrastructure
could also have other major benefits.
Implemented in the right way, this package
of policy proposals could better honour Te
Tiriti o Waitangi than the current structure of
housing policy-making. Te Tiriti o Waitangi
protects Crown kawanatanga (government)
and Maori tino rangatiratanga over whenua
(land), kainga (variously translated as villages
or homes), and all taonga (treasures).'®
There is currently a Waitangi Tribunal claim
afoot, Wai 2750, on whether housing policy
and services prejudicially affect Maori and
are inconsistent with Treaty principles. But it
seems unarguable that Te Tiriti o Waitangi is
relevant to housing and infrastructure, and
that Te Tiriti guarantees tino rangatiratanga
over housing and relevant infrastructure,
given the references to whenua, kainga, and
taonga.

104 Written correspondence between Dr Ganesh
Nana and the authors, September 2021.
105 ‘Te Tiriti o Waitangi’ refers to the Maori version

of the Treaty of Waitangi, which was the version signed
by most rangatira (chiefs). There were differences
between the Maori and English versions. But the English
version of Article 2 also protects “full’} “exclusive’; and
“undisturbed possession” of Maori lands, estates,
forests, fisheries, and other possessions individually or
collectively possessed. See https://nzhistory.govt.nz/
files/documents/treaty-kawharu-footnotes.pdf (Treaty
of Waitangi and Te Tiriti o Waitangi, Sir Hugh Kawharu
translation).
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The current resourcing of Maori housing
and infrastructure does not seem to provide
significant support for tino rangatiratanga.
Much would turn on design, but a specific
allocation of resourcing for Maori authorities
to use in relation to housing and infrastructure
in whatever way Maori deem fit would
appear to provide greater protection for tino
rangatiratanga, alongside a Ministry of Green
Works in the Crown sphere. It is also likely
that Maori-led and matauranga-informed
solutions to housing and infrastructure (such
as papakainga), if given resourcing and
support, could lead to greater learning and
advances for non-Maori over the medium-
term. It is important that a Ministry of Green
Works does not itself repeat the mistakes of
the Public Works Department and twentieth
century Ministry of Works and violate rights
under Te Tiriti or prejudicially affect Maori. We
discuss further below how the Ministry can be
established in a way to ensure that does not
occur.

A Ministry of Green Works and funding
for iwi, hapl and other Maori housing and
infrastructure initiatives could also benefit the
private sector in various ways. A Ministry could
provide certainty for its employees, but it will
also continue to interact with other elements
of the construction sector - including all
subsectors: residential and non-residential
building, heavy and civil engineering, and
construction services. It could provide
certainty for materials suppliers, even possibly
playing a counter-cyclical role (similar to
the twentieth-century Ministry of Works) in
supporting the purchase of supplies. (Ben
Schrader notes, similarly, that a new Ministry
of Green Works could “level ... out” the boom-
bust dynamics of the construction sector.)'%
People trained by the Ministry of Green
Works can share their skills with others in the

106 Interview between Ben Schrader and authors,
September 2021.

construction sector, possibly improving the
productivity of the sector as a whole. It may
free up the construction sector to focus on
building and delivering - what the sector can
be good at - rather than having to spend time
going through tendering processes, drafting
procurement contracts, seeking legal advice.
The Ministry of Green Works should not be
viewed as a threat by the construction sector
(the Ministry of Works was not, by and large,
viewed as a threat historically by construction
companies), but instead as a new public
operator in construction that will create a
pipeline of work to ‘crowd in' employment
and investment, and from which other
players in the construction sector can benefit.
Planning undertaken by the Ministry of Green
Works could ensure, in union organiser Joe
Gallagher’s words, that “our training is in tune
with the needs of the future.""%”

Maori are well-represented in the construction
sector workforce, and therefore improving
training and conditions at work within
construction could have particular benefits
for Maori. According to a recent report by
the Ministry of Business, Innovation and
Employment, there are over 19,000 Maori
working in construction, with the sector being
the fourth largest employer of Maori across
all sectors.'® One in five Maori who are self-
employed work in construction.' Improving
the security in work of construction workers,
training, and wages could be especially
valuable, then, for Maori workers, alongside
their families and communities.

107 Interview between Joe Gallagher and authors,
September 2021,
108 Ministry of Business, Innovation and

Employment (for the Maori Economic Development
Advisory Board), Building a Future: Maori in the
Construction Sector (Crown) at 11, online at https://www.
mbie.govt.nz/dmsdocument/1065-hkkar-construction-
report-february-2015-pdf.

109 ibid.
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Additional benefits can be secured, depending
on the design and focus areas of a Ministry
of Green Works and Maori resourcing of
housing and infrastructure. But it is enough
to point out here that a mass rollout of
public housing will not only provide essential
shelter for those in need, itself a significant
outcome. Providing secure housing for those
in need can allow children to stay at the
same school; remove risks of indebtedness,
enabling dental fees and other health costs
to be covered; strengthen community bonds;
possibly lower the prices of other houses (if
there is a large enough increase in supply);
and begin to enact a shift in housing being
viewed as a right and essential part of a life,
rather than a commodity (a shift towards
‘decommodification’)."® Greater investment
in green infrastructure, as well as having the
potential to reduce emissions (including by
encouraging modal shift, for example from
car use to rail), could create jobs and boost
productivity.'"

A partnership approach between the
public sector and Maori would also enable
opportunities to decolonise architecture and
re-embed Maori identity within the built and
natural environment. A more significant public
investment in housing and infrastructure
may encourage private investment to be
redirected away from real estate to more
productive sectors, bringing benefits for the
economy as a whole (including through job
creation). As well, development of capacity

in_housing construction and infrastructure

110 Some of these factors are discussed, in a
slightly different context (in relation to the value of
home-ownership), in: Rebecca Macfie, ‘The Great
Divide; North & South (2021), online at https://
northandsouth.co.nz/2021/08/16/nz-housing-crisis-the-
great-divide/.

m A range of commentators have encouraged
investment in green infrastructure amidst the global
pandemic, including the World Bank: World Bank, ‘A
Subdued Recovery, With Damage to Undo, 5 January
2021, online at https://www.worldbank.org/en/news/
feature/2021/01/05/global-economic-prospects.




may create opportunities to expand Aotearoa
New Zealand's export base in the medium- to
long-term, as more innovative practices are
developed that could be spun out into new
goods or services. Finally, as Rosslyn Noonan,
author of the first major history of the Ministry
of Works, says: a Ministry of Green Works
can develop “overarching data collection and
planning capability” that is valuable for the
entire public service.'?

The Structure of a Ministry of Green
Works and Accompanying Funding
for Maori

Our proposal has two parts: a Ministry of Green
Works in the Crown sphere and accompanying
funding for housing and infrastructure in the
tino rangatiratanga sphere for Maori iwi, hapu,
and other entities. This approach is consistent
with Te Tiriti o Waitangi and attempts to
reflect the direction of travel recommended
in the Matike Mai Aotearoa report (which
also refers to a relational sphere).'® The
current Government'’s health reforms, which
establish Health New Zealand and the
Maori Health Authority, take an analogous
approach. The exercise of tino rangatiratanga
entails Maori self-determination over the
resourcing of Maori health and infrastructure,
so it would not be appropriate to dictate here
how that resourcing should occur. It should
only be said that it would interfere with tino
rangatiratanga for the Crown to impose undue
accountability mechanisms on the allocation
of these resources." It is possible and helpful
to sketch in some more detail the possible
structure of a Ministry of Green Works. The
discussion below addresses the arms of a

112 Interview between authors and Rosslyn
Noonan, September 2021.
13 See https://nwo.org.nz/resources/report-of-

matike-mai-aotearoa-the-independent-working-group-
on-constitutional-transformation/.

114 Thanks to Matthew Scobie for this point:
interview with authors, September 2021.

Ministry of Green Works, the possible focus
areas of a Ministry, levels of devolution and
local engagement with the Ministry, and
some notes on leadership structure. The
next section addresses related questions of
implementation.

We propose that the Ministry of Green Works
has three arms: construction, design, and
oversight. At the core of the Ministry’s work is
its direct construction function, which brings
‘inhouse’ functions currently contracted-out
by government. We propose below that its
initial focus areas are housing (in particular,
public housing) and green infrastructure (for
example, rail). These areas of work require a
construction arm containing an Engineer-in-
Chief, as well as a body of directly employed
staff (of the kind that existed in the Public
Works Department and the twentieth century
Ministry of Works). These directly employed
staff would likely include builders, painter-
decorators, carpenters, electricians, plumbers,
and quantity surveyors. The construction arm
would carry out work onsite and offsite, with
locally-based construction teams doing site
works.

A Ministry of Green Works could consider
setting up a house-building factory; the New
Zealand Railways Corporation historically
established one such factory to produce
houses for its workers. Large joinery factories
have historically existed (for example in
Penrose and Kaiwharawhara),""® where
walls and windows were produced and then
assembled onsite; the construction arm could
also include such centres for skilled joinery.
When London was at its peak in building
housing, offsite construction with kit-set parts
was a key part of its construction success."®
The Ministry ought to make use of modern

15 As discussed by Ben Schrader in interview
with authors, September 2021.
116 As noted in interview between authors and

Alexis Harris, September 2021.
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methods of construction, which involve
innovation in technologies and materials.
(Materials are discussed further below.)
It might consider greater use of modular
construction, for example, for housing.

But for the Ministry’s outputs to be accessible,
high-quality, and a source of pride, the Ministry
should also ensure the construction arm is
closely tied to a design arm. A Government
Architect or Chief Architect can lead
architecture operations. Sweden appointed
a National Architect in 2018,"” MBIE has
employed a Chief Architect, and partnerships
between top architects and governments are
a feature of New Zealand'’s history in building
state housing, as well as the building of state
housing in places like London. Urban design
should be an essential part of this work,
to ensure housing is surrounded wherever
possible by services and spaces that can
root houses in existing communities - and
to ensure the design of infrastructure meets
community needs. Such design recognises
that houses and communities are places
where lives and memories are built; not
just shelters in which we sleep in between
periods at work. The design arm should draw
on innovative Maori design practices and
acknowledge the need for co-housing and
multi-generational  dwellings.  Automated
design software could be used where
appropriate. As Ben Schrader has noted, a
new Ministry of Green Works should focus on
“adaptive reuse”: how existing public housing
might be reconditioned and reused. This could
lead to the “greening” of old buildings and
retrofitting old buildings rather than simply
demolishing them."® Large-scale retrofitting

17 For more background, see https://
urbanmaestro.org/example/national-architect-of-
sweden/.

118 Interview between Ben Schrader and authors,
September 2021. Nick Collins, CEO of Metals New
Zealand, also referred to the need to make better use of
dissembled materials from buildings: interview between
Nick Collins and authors, September 2021.

could improve the energy performance
of New Zealand's existing housing stock,
reducing power bills and improving health and
wellbeing. Both the construction and design
arms should reinstate the twentieth century
Ministry of Works' cadetship programme,
for trainee architects and engineers and
others to undertake practical training while
completing their studies. (The Ministry should
cover the cost of these cadets' tertiary fees as
part of the programme.) Experts in Universal
Design can ensure housing, infrastructure,
and surrounding spaces are accessible: for
example, ensuring space for service dogs,
partners or caregivers, recreational activities,
and wheelchair access (though these
examples are only illustrative, and access
standards do not relate only to physical
access).'® Green building experts can
guarantee all new housing and infrastructure
supports long-term decarbonisation, including
through proper insultation, passive heating
and cooling, and onsite energy generation or
water heating where possible. Priority could
be given to architects with deep knowledge
of communities in which, say, public housing
might be built.

An oversight arm can serve a variety of further
functions. This arm can set standards for all
public building, drawing on the work done by
the Building System Performance unit within
MBIE."?° This unit could develop more robust
regulation for the entire construction sector. It
would play a planning role, aligning the work of
the Ministry of Green Works with the legislation
replacing the Resource Management Act.
It could provide national spatial planning,
alongside the regional spatial strategies being
developed as part of the Strategic Planning
Act (and the Strategic Planning Reform Board
set up to oversee the development of that

19 Interview between Huhana Hickey and
authors, September 2021,
120 See https://www.building.govt.nz/about-

building-performance/.



Act).”?' It can supervise and administer all
work inspecting, maintaining, and repairing
housing and infrastructure - employing a team
of direct staff (including health and safety
officers) to do this onsite work, to maintain
the highest standards across the lifecycle of
housing and infrastructure. The oversight arm
would take on a role in reviewing existing
public landholdings, where necessary
undertaking ‘land assembly’ to ensure public
land - wherever appropriate - can be used for
public housing.'?? Lawyers, archaeologists,
and ecologists could be employed to identify
where land (for example, where currently
managed by councils and where local iwi
and hapu are available) can be returned to
Maori, and to highlight where sites need to
be protected for historical or other reasons.
Finally, the oversight arm would include a
strategy and policy team. This team (which
might have representatives from all three
arms of the Ministry) could focus on ‘strategic
foresight’: anticipating future risks and trends
in construction and manufacturing, especially
to consider where a Ministry of Green Works
might support the uptake of modern methods
and prepare for disaster management. It could
include expertise in transition engineering.'®
It could help to identify housing need. The
strategy team could also be responsible for
internal culture and learning, ensuring lessons
are learned when projects are completed.

121 See Resource Management Review Panel
(Randerson Review), New Directions for Resource
Management in New Zealand (Crown, 2020) 117-155.
This calls at 155 for regional spatial strategies to plan
for urban growth, land use change, climate change, or
identifying areas important to Maori, and recommends
the establishment of regional spatial strategies. It

would seem valuable to ensure coherence across these
regional plans; the oversight arm of a new Ministry of
Green Works could play a role in ensuring that oversight
and consistency.

122 See further discussion in: Greater London
Authority, Capital Gains: A Better Land Assembly Model
for London (Greater London Authority, 2018).

123 See Susan Krumdieck, Transition Engineering:
Building a Sustainable Future (Taylor & Francis Group,
2020).

The Ministry of Green Works would likely
need to maintain contracts with suppliers for
its work, so expertise in contract management
would be important in this team.'”” The
Ministry could adopt a Tiriti-based approach
to procurement, along with a focus on local
employment and suppliers.'?® We return below
to the ethos that ought to guide the Ministry's
internal culture.

The focus areas for a Ministry of Green Works,
at least initially, should be public housing and
green infrastructure. These areas face major
waitlists and quality deficits (as has been
highlighted during the Covid-19 pandemic),
and could benefit from greater dedication
of resources. What this means in practice,
in relation to the structure of the Ministry
of Works, is that all arms - construction,
design, and oversight - would be directed
initially to focus on public housing and green
infrastructure. More work could be done to
sharpen the definition of each focus area.
‘Green infrastructure’ is a term used by the
World Bank, the OECD, and others.'?® (It
is sometimes used to refer to stormwater
infrastructure; we use it in a broader sense.)
It is infrastructure that makes a meaningful
(more than minimal) contribution to
decarbonisation, reducing emissions, and
maintaining a healthy environment.

124 Thanks to John Tookey for pointing this out in
conversation.
125 As proposed by Matthew Scobie: interview

between authors and Matthew Scobie, September 2021.
The focus on “employing local” and “sourcing local” was
also emphasised by Joe Gallagher: interview between
Joe Gallagher and authors, September 2021.

126 See eg https://www.aucklandcouncil.govt.
nz/plans-projects-policies-reports-bylaws/our-plans-
strategies/auckland-plan/environment-cultural-heritage/
Pages/green-infrastructure.aspx; https://documents.
worldbank.org/en/publication/documents-reports/
documentdetail/819691539907598556/green-
infrastructure-investment-implications-for-insurance-
regulators; and https://www.oecd.org/env/green-
infrastructure-in-the-decade-for-delivery-f51f9256-en.
htm.
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Further detail is provided in the inset analysis
below on the public housing focus area -
how many houses might be built and why
the Ministry of Green Works would be well-
equipped to build at scale. It is clear, as has
already been noted, that there is an urgent
need for public housing: by 2017, the ratio of
state houses per 1000 people was at its lowest
point since the 1940s.'?’

As Ben Schrader has noted, the vision of
the First Labour Government was that state
housing would provide security of tenure for
the many. But the sale of state houses in the
1950s by the National government, and public
housing policy since then, has made public
housing into only a residual support. In our
view that has to change. Public housing built at
scale could serve communities, as discussed
further below - and if built in quantities could
influence rents in the private market.

127 Rebecca Macfie, ‘The Great Divide, North
& South (2021), online at https://northandsouth.
€0.nz/2021/08/16/nz-housing-crisis-the-great-divide/,
citing Shamubeel Eaqub.

—
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A Mass Public Housing Build Programme as a Ministry of
Green Works Focus Area'*

Public housing can provide secure non-market housing with rent
determined by policy and not landlord profit. It protects tenants from
a housing market which drives up rents, leading to gentrification,
displacement of people from their community networks, and severe
housing deprivation.

The private rental market has clearly failed to provide affordable, warm
and secure rentals to people in Aotearoa New Zealand. There were
around 24,000 households on the waitlist for public housing in the June
2021 quarter and rising.'?® The criteria to enter the waitlist is limited to
only those in the most need meaning this number is not representative
of the real need.”®® Excluding uninhabitable housing there are around
41,724 people who are severely housing deprived (homeless).'®!

There are around 310,000 renters receiving Accommodation Supplement
(AS) who would otherwise be unable to afford to pay for their private
rental.”®? The ineffective use of AS as a direct subsidy to landlords,
combined with the use of expensive motels for emergency shelter,
means millions are being poured into the private market which could be
redirected to build public housing.

128 This section of specialist analysis was completed by Vanessa Cole, a PhD
student in sociology at the University of Auckland.
129 Housing and Urban Development. Public Housing Quarterly Report, June 2021:

https://www.hud.govt.nz/assets/News-and-Resources/Statistics-and-Research/Public-
housing-reports/Quarterly-reports/Public-housing-quarterly-report-June-2021.pdf

130 Allison Tindale. “Just How Big is the Housing Problem,” New Zealand Planning
Institute, 30 June 2019, accessed 15 February 2020, https://www.planning.org.nz/
Attachment ?Action=Download&Attachment_id=5492

131 Kate Amore, Helen Viggers, and Philippa Howden Chapman. ‘Severe housing
deprivation in Aotearoa New Zealand 2018, He Kainga Oranga, updated June 2021
https://www.hud.govt.nz/assets/News-and-Resources/Statistics-and-Research/2018-
Severe-housing-deprivation-estimate/Severe-Housing-Deprivation-2018-Estimate-
Report.pdf

132 Ministry of Social Development. Benefit Fact Sheets Snapshot, March 2021:
https://www.msd.govt.nz/documents/about-msd-and-our-work/publications-resources/
statistics/benefit/2021/benefit-fact-sheets-snapshot-march-2021.pdf
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The current Labour-led government has promised 18,000 houses by
2024. Of these “public” houses, 4,200 are non-permanent transitional
housing, and 30% of the housing stock will be created through
Community Housing Providers (CHPs). This means that the Government
is only increasing the publicly-owned stock by around 10,000. With a
combination of demolishing older stock, and temporarily leasing private
market housing, only half of the stock delivered since they came into
power has been newly built publicly owned homes.'3

At the peak of public housing construction, in 1993, there were 70,200
public houses. Taking just the publicly owned housing stock in 2021 (not
CHPs) there are 63,955 publicly owned houses. The pledge to increase
the publicly owned permanent rental stock (not including transitional or
CHP housing) by only 10,000 by 2024 (7-year period) will get the stock
up to around 72,900. Adjusted to population projections for 2024, this is
around a 30.53% decrease in public housing stock from 1993 when we
had the most.

Over a 10-year period from 1938-1948, the First Labour Government built
25,300 state homes'* with a population size of around 1.6-1.8 million.
If we scale this up to population size today the number would look like
72,924 public homes. With the new technologies that exist today, a Green
Ministry of Works could ramp up a public housing build programme to
a much larger scale. Taking into account the need for public housing
beyond the waitlist figures (those who are struggling to afford their
rents and mortgages), population trends, and considering the increased
capacity a Green Ministry of Works would bring to building good quality
public homes at scale and at pace, the kdwanatanga sphere (including
local councils) could consider building 500,000 public rental homes in
the next 10 years.

133 Zane Small. Explainer: Is Labour 'fudging’ state house numbers? Newshub, July
2021: https://www.newshub.co.nz/home/politics/2021/07/explainer-is-labour-fudging-
state-house-numbers.htm/

134 Ben Schrader, 'Housing and government - State loans and state houses’, Te

Ara - the Encyclopedia of New Zealand, Accessed September 2021, https://teara.govt.nz/
files/32421-data.txt
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Massively increasing the public housing stock, and progressively
opening up the tenure to people regardless of income will likely make
other housing tenures more affordable. If there were a Green Ministry of
Works which built at-scale beautifully designed, accessible, sustainable,
warm public rental homes this would lessen the need for a private rental
market, which in turn will start to move us away from an investment
model for housing. In 2019, Auckland Council’'s development arm Eke
Panuku sold the old 18 storey Council HQ in Aotea Centre to a private
developer for only $3 million. That developer is now building a luxury
housing development called the CAB. If there were a Ministry of Works,
public space in urban centres such as car parks could be repurposed to
provide good quality public housing and services.

Government reliance on private market developers to off-set the costs of
building new public housing through the sale of land packages in large
scale urban regeneration projects is leading to gentrification and the
privatisation of vast quantities of public land'* which could be used to
increase the stock or be transferred to hapu and iwi. A Green Ministry of
Works would be able to determine an equitable distribution of land based
on ensuring community wellbeing rather than profit for developers and
wealthy landowners. It could increase the capacity of the state to build
and repair themselves. This would mean that good quality older state
housing could be retrofitted instead of demolished, and good quality
new state housing could be built around it.

Having public servant architects would mean designing beautiful state
homes in varying densities to suit different populations with universal
design principles so that disabled people and older populations can
move freely. Kainga Ora has already engaged in experimenting with low

135 This OIA was before the shift to Kainga Ora but it explains that “Development
land parcels on which market (including affordable/ Kiwibuild) homes are built are sold
to developers who then build and sell homes” Official Information Request, May 2019
https://kaingaora.govt.nz/assets/Publications/OlAs-Official-Information-Requests/June-
2019/0IA-20-June-2019-HNZ-developments.pdf
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carbon housing."*® Having a dedicated Ministry of Green Works would
mean having a workforce which can retrofit existing stock and build
new stock to be fully accessible and zero carbon. A Ministry of Green
Works based on wellbeing and not profit could build public housing to
be intergenerational and to represent the diverse communities that live
in them.

International examples
Actual existing public housing programmes

One of the most obvious examples of public housing construction is in
Vienna where 60 percent of the population lives in public housing. The
income threshold is set at just over NZ$80,000, and the average rent is
21 percent of an average income.”™” Over a 10-year period from 1965,
Sweden built over one million public rental homes. Market rents were
forced to a similar level set by the municipal housing. Despite neoliberal
market forces challenging the universal provision, 15 percent of the
population still lives in public housing supported by a 500,000-member
strong renters union.'3®

136 Kainga Ora. Bader Ventura Passive House Pilot. Accessed September, 2021:
https://kaingaora.govt.nz/developments-and-programmes/our-approach-to-building/
bader-ventura-passive-house-pilot/

137 Jonny Ball, “Housing as a basic human right”: The Vienna model of social
housing,’ New Statesmen, 3 September 2019. It should be acknowledged that some of
these houses are owned by co-operatives rather than by central or local government.
The experience of Singapore’s Housing and Development Board is also worth
considering, though as with all overseas examples, it needs to be understood in context.
138 Martin Grander, ‘New Public Housing: A Selective Model Disguised

as Universal? Implications of the Market Adaptation of Swedish Public Housing,
International Journal of Housing Policy 17, no. 3 (2017): 335-352; Phoebe Carr, ‘Good
housing is considered a privilege in New Zealand. In Sweden it's a human right, The
Spinoff, 20 December 2019.
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Public housing proposals

Queensland, Australia has a similar population size to Aotearoa
New Zealand (over 5 million), but half the homeless population. The
Queensland Greens have developed a proposal for universal social
housing, calculating that they have the capacity to build 1 million homes
by 2050, starting with 250,000 in the first 10 years until 20% of the
overall housing stock is public housing.®® Their policy is, first, to house
the waitlist and, second, to open up the stock to anyone regardless of
income with lifetime right to their home. They break down the housing
need through regional allocation. A report by Capital Economics in
the United Kingdom in 2019 argued that there was capacity to fund 3.1
million social rent homes in the UK over a 20-year period entirely funded
by the government.™® While none of these examples involve nationalised
construction, they demonstrate what having a strong public sector
dedicated to public house building can achieve.

A Ministry of Green Works could achieve a mass public housing build
programme which would ensure that all people have access to secure,
warm, sustainable, accessible and beautiful housing. This would have
rippling effects in the health and wellbeing of people and future-proof
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139 Queensland Greens. Jobs and Homes Plan, accessed September 2021: https://
greens.org.au/qld/jobsandhomes
140 Capital Economics. Increasing Investment in

Social Housing, January 2019: https.//assets.ctfassets.
net/6sxvmndnpn0s/4MyjTq)7WcqcwllcOa5ybB/025ce96b7a5fe550f6bac5d59b58a6bb/
Capital_Economics_Confidential_-_Final_report - 25_October_2018.pdf
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One example of green infrastructure would
be construction and improvement of the rail
network. As Dr Andre Brett, author of Can't
Get There from Here: New Zealand Passenger
Rail Since 1920, has said, passenger rail would
be an especially appropriate area of activity
for a Ministry of Green Works. The twentieth
century Ministry of Works undertook a wealth
of planning for new railways and upgrades;
some of these projects might still be feasible,
or could be adapted or repurposed. The right
relationships would have to be forged with
KiwiRail (which currently owns rail assets),
and the New Zealand Railways Corporation
(which owns the land), Dr Brett notes, but
building passenger rail as well as freight is
a feasible and necessary investment. The
Ministry of Works would provide “benefits
of economies of scale and consistency of
planning”™' A common design could be
adopted for rolling-stock, with stations built
to standard plans across the country. Assets
can be cheaper when purchased in bulk. This
could help bring passenger rail to places like
Hamilton, Tauranga, and Napier; towns like
Huntly, Morrinsville, Ashburton, and Timaru
could also be connected by rail. It would also
ensure existing rail infrastructure (for example,
rail corridors run directly through Napier
and Hastings but are only used for goods at
present) is properly harnessed.

141 This point has been echoed by Murray
Parrish, Regulatory Manager at Qji Fibre Solutions, who
points out that in a small country it makes little sense
to have different policies applying to different regions

- a Ministry of Green Works can provide effective,
standardised planning: interview between Murray
Parrish and authors, September 2021.

According to Dr Brett, mass construction
and investment could be a part of building
an integrated public transport network. An
integrated rail network across the country
could be a spine for a bus network. A Ministry
of Green Works, Dr Brett observed, could
therefore support a multi-modal vision so
that people have choice in their transport
options. The Ministry could provide the
planning and construction and oversight to
link bus rapid transport, heavy rail, cycling,
and pedestrian infrastructure: all forms of
transport infrastructure. This would facilitate
transit-oriented development, which could
also encourage the construction of affordable
housing for low-income communities. In Dr
Brett's words, a Ministry of Green Works could
usher in a form of democratic planning that
asks new questions, like: "How do we plan for
community? How do we plan for people?"'42

It could also be valuable for the Ministry of
Green Works' focus areas to be connected.
The best examples of historical public housing,
such as the experience of Vienna after World
War One, have involved housing being closely
linked to services, including cultural facilities,
dental clinics, gardens, and other common
spaces.'®

142 All quotes and material drawn from an
interview between the authors and Dr Andre Brett in
September 2021,

143 Daniel Aldana Cohen, ‘A Green New Deal for
Housing’ (2019) Jacobin, online at https://jacobinmag.
com/2019/02/green-new-deal-housing-ocasio-cortez-
climate.
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As already noted, the Ministry of Green
Works could have standing capacity to adapt
to infrastructural needs as they arise: for
example, for public health crises (which may
require the construction of health or isolation
facilities) or natural disasters (such as
flooding). One model for an adaptive Ministry
of Green Works is the Dutch Rijkswaterstaat:
the Directorate-General for Public Works
and Water management, which sits within
the Netherland’'s Ministry of Infrastructure
and Water Management.'** Founded in 1798,
it historically focused on constructing dams,
dikes, and storm surge barriers - and now
focuses on flood protection, motorways, and
waterways. It addresses “dry” and “wet”
national infrastructure, which highlights
how ‘infrastructure’ - generally a concept
that refers to foundations - can be broadly
interpreted in a New Zealand context, to
include (for example) wetland restoration.
The Rijkswaterstaat also has an emphasis on
organisational learning, with opportunities
for professional development.'> Though it
does contract-out work, it highlights some
aspects of how a modern ministry of works
can respond to emerging challenges over
time. In future, the New Zealand Ministry of
Green Works could develop other focus areas,
such as buses and the bus network (which
might include manufacturing and assembling
publicly owned buses, as well as building out
the bus network).

144 Margo van den Brink, ‘Rijkswaterstaat:
Guardian of the Dutch Delta, in Arjen Boin, Lauren

A Fahy, Paul ‘t Hart, Guardians of Public Value: How
Public Organisations Become and Remain Institutions
(Palgrave Macmillan, 2021, open access) 237-261.

145 ibid 253-254.

As well as undertaking its own training
and cadetship programmes, the Ministry of
Green Works should be closely connected
to a government training strategy for sectors
relevant to the Ministry (including forestry
and construction). This will allow coordination
to address the risk of skills shortages, and
the fluctuating need for workers to ramp up
construction: say, for public housing and
upgrading the rail network. It is likely that
increased numbers of migrant workers, who
will contribute to the New Zealand economy
and society in broader ways, would assist
in providing a workforce for the Ministry of
Green Works.

In addition, the Government should develop
and strengthen a materials strategy (perhaps
in conjunction with Te Uru Rakau - the New
Zealand Forest Service), which would allow the
Ministry of Green Works to use safe, innovative
materials - for example, when building
public housing. A good example is the use of
engineered or cross-laminated timber.'¢ (The
latter has been used with success by Jasmax,
amongst others.) The materials strategy could
include a commitment to keep open New
Zealand mills, and to draw on existing research
and expertise, for example that developed by
the New Zealand Green Building Council.

146 This was also encouraged by writer Brendon
Harre: interview between Brendon Harre and authors,
September 2021. Nick Collins, CEO of Metals New
Zealand, referred to the development of technology in
Sweden to produce zero-carbon steel, which might be
harnessed where that is needed: interview between Nick
Collins and authors, September 2021. Others consulted
as part of conversations relating to.a Ministry of Green
Works referred to decarbonising concrete production
through the use of naturally available materials.
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The use of timber produced in Aotearoa New
Zealand will reduce costs for the Ministry of
Green Works and could be part of a materials
strategy. This focus on ‘onshoring’ follows
a trend in a number of countries, especially
in the wake of the covid-19 pandemic.'”
The existence of a training strategy and a
materials strategy, connected to the Ministry
of Green Works, will enable the establishment
of a pipeline for green public works: beginning
with education and training, through to
the development of materials, design and
construction, and oversight and lifecycle of
housing and infrastructure. Just as greater
active public support for forestry and wood
processing would enhance a Ministry of
Green Works and Maori construction in the
tino rangatiratanga sphere, so too a Ministry
of Green Works could be a key step forward
for securing demand for forestry and wood
processing. A materials strategy and a Ministry
of Green Works need to be implemented
together, and should not be disconnected
from each other, to secure maximal benefit for
industry and communities.

The final key point to make on structure is that
a Ministry of Green Works need not be top-
down. We propose that a Ministry of Green
Works comprises regional or local offices, as
well as a central headquarters. There is also
no necessary reason why the Ministry of
Green Works' headquarters should be based
in Wellington; it could be based in a part of
the country that may benefit from some level
of job creation and local investment, such as
Northland or Christchurch. Alongside funding
for Maori housing and infrastructure in the
tino rangatiratanga sphere, the Ministry of

147 As Nick Collins, CEO of Metals New Zealand,
said: “people are starting to say: how can we build
resilience in our economy?” Collins added that we
need a “linked-up model ... where we can supply local
demand’, “use ... local manufacturing” and “export high-
value product”: interview between authors and Nick
Collins, September 2021.

Green Works could partner with iwi, hapg,
and other Maori entities on projects, in the
same way that some iwi and hapu have
chosen to partner with some of the offshoots
of the privatised Ministry of Works in recent
years.'® Engineer Troy Brockbank highlights
the difficulties of a partnership with iwi Maori
at the national level, and the value of building
local and regional partnerships.'® The Ministry
of Green Works should also build close
relationships with local councils, to which it
could provide regulatory support (through its
oversight arm), assistance in planning (again,
via the oversight arm), support for planning
(through the oversight arm), and funding for
aligned projects.

The Ministry of Works should be headed
by a Commissioner of Works, and senior
positions could draw on existing expertise
from the private sector.”® The board of the
Ministry of Green Works should reflect Te
Tiriti o Waitangi, and include iwi or other
Maori entities, workers from the Ministry of
Green Works and representatives from local
government. New publicly owned institutions
have developed innovative opportunities for
public input and consultation in recent years:
for example, the Paris Water Observatory
(attached to the municipal water utility)
represents different water users, such as trade
unions, tenants, consumer associations, and

environmental associations.’s! It provides a
148 For instance, Te Uru Taumata, Ngai Tuhoe’s
post-settlement body, has partnered with Opus
Research on a pitch oil resin project for the sealing of
roads - an alternative to bitumen: https://www.rnz.co.nz/
news/te-manu-korihi/349631/te-urewera-roading-trial-
taking-natural-route.

149 Interview between Troy Brockbank and
authors, September 2021.
150 Various individuals in senior roles in the

private sector expressed support for a Ministry of Green
Works, and an interest in backing its work, in informal
conversations conducted in the lead-up to the drafting of
this report.

151 We Own It, ‘When We Own It: A Model for
Public Ownership in the Twenty-First Century, at p. 37,
online at https://weownit.org.uk/sites/default/files/
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link for information-sharing and discussion
between citizens and public services.s?

The Ministry of Green Works could learn
from, and adopt and adapt, some of these
cutting-edge mechanisms for bottom-up
public participation. The Ministry of Green
Works should also not be overly bound to past
ministry structures. There is much that could
be learned from Maori forms of authority about
the structure of the Ministry as an entity. As
Matthew Scobie has said, “Rather than Maori
resembling the Crown, maybe the Crown
can resemble Maori' One example of this,
suggested by Scobie, is that the Ministry could
view accountability as flowing downwards to
communities rather than entirely upwards
towards a commissioner.

Much remains to be worked out. The
organisational chart below provides an
approximate overview of the key elements of
the structure of a Ministry of Green Works, as
at least a starting point for future discussions.

attachments/When%20We%200wn%201t%20-%20
A%20model%20for%20public%20ownership%20in%20
the%2021st%20century.pdf

152 We Own It, ‘The People’s Plan for Water, at p.
16, online at https://weownit.org.uk/sites/default/files/
attachments/Peoples%20Plan%20for%20Water.pdf
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Implementing and Delivering a
Ministry of Green Works

Implementing and delivering a Ministry of
Green Works, along with significant resourcing
in the tino rangatiratanga sphere, requires new
legislation. There should be some legal limits
placed on the Ministry's activities, including
on acquiring new land, to ensure it does
not repeat the mistakes of the Public Works
Department and twentieth century Ministry of
Works. The new ministry in the Crown sphere
also requires ministerial responsibility, which
would be logically attached to the Minister
for Infrastructure, who could be styled “the
Minister for Infrastructure and Green Works"
and could work closely with the Minister of
Housing in relation to the Ministry of Green
Works' public housing functions.

The Ministry ought to be set up as a ministry,
rather than a Crown entity or state-owned
enterprise. While some might argue that
this has downsides (including adding debt
to the Crown's books), the downsides do
not constitute major sources of concern
(New Zealand's government debt is very low
compared to similarly situated countries)
and they are outweighed by the advantages,
especially greater potential for coordination,
that come from the body having the status of
a ministry. No arbitrary borrowing caps should
apply to the Ministry's activities."

Because of the fragmentation and the rise
of contracting-out since the privatisation of
the Ministry of Works in the late 1980s, there
is now an extensive list of public entities
with some responsibility for managing
housing and infrastructure - and it would
be useful for the Ministry of Green Works to
have clear responsibilities and relationships
with these other entities. Mapping out all

153 As suggested by Alexis Harris: interview
between authors and Alexis Harris, September 2021.

relevant relationships and ensuring a proper
delineation of roles should be a key part of the
planning to establish the Ministry of Green
Works. Some preliminary comments can be
made here.

The Ministry of Housing and Urban
Development (HUD) would need to have a
close relationship with the Ministry of Green
Works; initially the Ministry of Green Works
could integrate some of HUD's public housing
policy, strategy, monitoring, and urban
development functions, with HUD perhaps
retaining responsibility over affordable
housing, homelessness, rental standards (with
some of this work being done in conjunction
with the Ministry of Social Development).
Another key relationship is with Kainga Ora,
which acts as the public housing landlord and
supports urban development. One possibility
is that the Ministry of Green Works takes on
directdesign and construction roles (including
maintenance), working in partnership with
Kainga Ora on some matters of planning, land
use, strategy, standard-setting. (A government
enthusiastic about a Ministry of Green Works
may, alternatively, decide that Kainga Ora may
move towards becoming a Ministry of Green
Works, by boosting its capacity to play further
direct design, construction, and oversight
roles.)

If the Ministry of Green Works does pursue
direct construction for passenger rail,
additional core relationships will be needed
with KiwiRail and the New Zealand Railways
Corporation (NZRC). Regular lines of
communication will be needed with NZRC for
the purposes of using land for the development
of passenger rail; the Ministry of Green
Works could work jointly with KiwiRail on the
development of passengerrail, given KiwiRail's
current work on ‘network transformation; or
the Ministry of Green Works might supply
some of its staff for further expansion of the



network. A further core relationship would
be with the Ministry of Business, Innovation,
and Employment; it would be rational for the
Building System Performance stream of work
to be absorbed into the Ministry of Green
Works' oversight arm, but the Ministry of
Green Works could usefully draw on MBIE's
expertise in developing its cadetship and
training programme, and overcoming some of
the limitations of contracting-out.

Alongside these core relationships, the
Ministry of Green Works will have a series
of secondary relationships. Waka Kotahi can
maintain its functions of managing highways,
overseeing the funding of land transport, and
monitoring rail network investment. It may
be that some integration of functions will be
sensible over time, but while the Ministry of
Green Works' focus is on housing and green
infrastructure, it is possible for the entities
to have distinct remits. Te Waihanga/The
Infrastructure Commission, a Crown entity,

is developing strategic, coordinated thinking
on infrastructure and can be a useful source
of advice for the Ministry of Green Works. An
additional source of guidance and expertise
is the Climate Change Commission, which
may (with some tweaks to its operations) be
able to advise on the Ministry of Green Works'
plans. The twentieth century Ministry of Works
also sometimes relied on advice from the
now-disbanded Department of Scientific and
Industrial Research (DSIR). Some of DSIR's
functions are now performed by Callaghan
Innovation, Ferrier Research Institute, GNS
Science, and NIWA, and these bodies may
be able to offer guidance on technology and
innovation adopted by the Ministry of Green
Works.

Crown Infrastructure Partners, first set up to
manage co-investment in broadband and
since then responsible for water and roading
partnerships and identifying ‘shovel-ready’
projects, will have significant expertise to
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share, though its focus has been on various
procurement and co-investment relationships
with the private sector rather than ‘inhouse’
infrastructure provision. The Infrastructure
Reference Group supported the Government's
investment in infrastructure during the
early months of the covid-19 pandemic, and
represents another body with significant
expertise and experience.

It is difficult to arrive at robust costings
without political decisions being about a
Ministry of Green Works' focus areas and
the extent of its projects, which may also
affect the extent of resourcing for iwi, hapu
and Maori entities. Appendix A makes some
preliminary observations about cost. In
particular, this appendix compares the cost
of direct government construction and private
construction by removing markups or profit
margins, assuming that the government is
undertaking the same work currently done by
actors in the private construction sector.

The estimated cost savings do not consider
greater economies of scale for government;
reduced costs that come from removing the
need for tendering processes, consultant
fees, and legal advice; or efficiencies gained
by removing management structures that
are replicated across contractors, and by
centralising labour management, industrial
relations, and health and safety. Even without
factoring those savings into account, the
estimate is that for every $500 million of money
spent on residential construction (especially
relevant to public housing), there will be net
savings of $35.7 million. This also accounts
for reduced income tax and GST receipts that
would come from the Government bringing
‘in-house’ some construction being done in
the private sector (because of the effects on
profits and associated tax paid). (The costings
do not, however, account for increased wages
and job security, which may be a reason to
opt for more conservative estimates where a
range is given.)




The Ministry of Green Works would involve
some initial additional borrowing - at a time
when, after the pandemic, governments
are being encouraged by the International
Monetary Fund and others to borrow more,
especially on infrastructure.”™™ But it is
estimated that the Ministry of Green Works
could pay for itself over 14 years given that it
does not apply the markups generally applied
in the private construction sector. If the
Ministry of Green Works incurs a further $250
million in administrative costs to be setup - a
rough approximation, based on a comparison
with set-up costs for the Auckland Council -
the Ministry would pay for itself in 21 years.
These costings do not estimate borrowing
for public housing or green infrastructure
projects; the extent of this borrowing turns
on political decisions made by governments:
for example, on the number of public houses
needed, or the scale of expansion needed in
passenger rail.

Another way of framing the cost savings
secured by the Ministry of Green Works,
when compared to work done by the private
construction sector, is that the Government
could save as much as 12c in every dollar by
adopting a public approach to construction;
a more conservative estimate is that it will
save 7c in every dollar (once reduced tax
receipts are taken into account). In practice,
the Ministry of Green Works should increase
the overall capacity currently attained by the
private sector, but these costings suggest that
the Ministry of Green Works could improve
the efficiency of existing construction delivery,
enabling more to be built with less. A further
point to be made about cost is when estimates
are arrived at for the resources necessary for
a Ministry of Green Works and accompanying

154 See Philip Inman, IMF urges governments
to borrow to fight impact of Covid-19; 14 October 2020,
online at https://www.theguardian.com/business/2020/

funding for Maori in the tino rangatiratanga
sphere, this cost should be assessed against
the cost of not doing anything more to
address housing, infrastructure, and climate
change: continual neglect of these problems
may well cost more for us as a society in the
years ahead.

Much of this report has assumed that
significant changes of approach can be
achieved in housing and green infrastructure
if direct construction and design are taken
on by an expert public sector body. But it is
true that more needs to be done, other than
just removing the profit motive, to ensure
that the Ministry of Green Works is effective
in the sense understood by this report. It
is important that the Ministry has the right
culture for getting its work done.'®

There have been shifts in the public
sector since the adoption of New Public
Management techniques. But much of the
legislation underpinning the New Public
Management ethos - which saw public sector
bodies modelled on corporate practice -
remains in force or has only been slightly
adjusted. There remains a risk, because of
this legislation, that new public sector entities
enter an environment that is characterised by
risk-aversion, insufficient cooperation or even
competition between public sector entities, a

lack of specific subject-matter expertise, fear
155 Danyl Mclauchlan raises this concern when
quoting a source close to the Labour government, who
said: “Imagine you're a Labour minister and you decide
to fund a Ministry of Works to deliver all these projects
that NZTA and HUD and Kainga Ora seem unable to

do. You're going to spend two years and, | dunno, a
couple hundred million setting it up. You're going to end
up staffing it with people from NZTA and Kainga Ora,
because who else are you going to get? But once it's
built you've just replicated these same dysfunctional
organisations.” See Danyl Mclauchlan, ‘If you need to
create a new “Implementation Unit’, what is everyone
doing now?” The Spinoff, 5 May 2021, online at https://
thespinoff.co.nz/politics/05-05-2021/if-you-need-to-

oct/14/imf-urges-governments-to-borrow-to-fight-
impact-of-covid-19.

create-a-new-implementation-unit-what-is-everyone-
doing-now/.
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around risk-taking, and an overly short-term
perspective (tendencies that generally are
inconsistent with the guiding values identified
earlier in this report).'s®

Stepsare beingtakento shift this culture across
the public service, but it will be important for
the Ministry of Green Works to be set up in
a way that resists these cultural tendencies.
Leadership in the Ministry, including in the
position of Commissioner of Works, should
be recruited with a clear focus on expertise in
construction, housing, and infrastructure - with
skills in managing relationships, honouring
Te Tiriti o Waitangi, and acknowledging the
importance of environmental protection.
There is a case for dual chief executive or
Commissioner-level authority, representing
tangata whenua and tangata Tiriti (even
within the kawanatanga sphere). Generic
management experience will not be adequate,
given that the Ministry of Green Works' role
will go far beyond managing contracts. It
is important that technical skills are valued
within the Ministry."” The Ministry should
seek to build a culture of experimentation
and innovation, where it is willing to take
risks (albeit not while sacrificing safety,
accessibility, or other core commitments). The
strategy and policy team, discussed above,
could have a focus on building this culture. As
far as possible, the Ministry should attempt
to build positive relationships with entities
with similar or related functions, mentioned
above, to avoid unnecessary competition. The
Ministry should seek to plan for the long-term.
It should encourage internal dissent, with the
leadership receptive to challenges to Ministry
decision-making.

156 Thanks in particular to Lucy-Mary Mulholland
for drawing out these points in conversation in
September 2021. This point was also made by Rosslyn
Noonan in conversation in September 2021.

157 This point has been highlighted by Nick
Collins, CEO of Metals New Zealand: interview between
authors and Nick Collins, September 2021,

Of course, it is true that further legislative and
policy change will be needed to ensure there
are foundational shifts away from New Public
Management in the public service (so that,
for example, departments do not charge each
other for their services unless necessary, as
occurs in some aspects of the public service
at present, creating the perception of the
public service as an internal market). But the
Ministry of Green Works can begin to attempt
to model a more productive culture if guided
by an ethos of cooperation, sensible risk-
taking, expert-led advice, ambition, and long-
term planning and thinking.

The Ministry of Green Works will take some
time to ramp up construction and to achieve
benefits that it can secure. It is, in part, a
medium- and long-term project. Governments
and the public will need to be patient in
preparing for what it can deliver.

The earlier part of this report set out values
that should be benchmarks for the policy
proposals presented here. Those values have
underpinned the trajectory of our thinking. But
the proposal does honour the values described
earlier. It aims to uplift Te Tiriti o Waitangi, in
proposing interventions in the kawanatanga
and tino rangatiratanga sphere, and carefully
constraining what a Ministry of Green Works
can do to ensure consistency with Te Tiriti. In
supporting green infrastructure and building
at scale should reduce emissions, it respects
the need to ‘manaaki whenua, manaaki
tangata; with the focus on public housing also
ensuring housing policy meets people’s basic
needs.

The structure of the Ministry of Green Works
has been developed to reflect values of
Indigenous innovation, collaboration and
coordination, creativity, and safety and
accessibility. The design arm should draw on
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Indigenous innovation and creativity; safety
and accessibility should be a core focus
of the oversight arm; and the construction
arm will coordinate a range of actors to
ensure the Ministry of Green Works builds
on existing expertise. The Ministry of Green
Works will also need to be connected to
communities - through council, iwi, hapg,
and other partnerships - and to be integrated
into the broader public service, as discussed.
Finally, the establishment of a Ministry -
and significant further resourcing of Maori
housing and infrastructure - will be a key
step towards transforming our economic
model. Empowering the tino rangatiratanga
sphere may be a step towards constitutional
transformation. Building public housing at
scale, through a government actor, alongside
public green infrastructure will also begin to
decommodify housing and infrastructure -
recognising that these are too important to be
left to the market.

Addressing Risks

There are various possible arguments against
the policy proposal we have presented
here. Not all of these arguments can be
anticipated in advance. Part of the challenge
of implementing a Ministry of Green Works,
in particular, is setting up an entity that can
itself respond to valid concerns and criticisms,
and adapt its operations in light of objections.
Nevertheless, we address twelve possible
risks below.

Te Tiriti o Waitangi

The Public Works Department, the Ministry
of Works, and the Ministry of Works and
Development all played a role in unjustly
taking large swathes of Maori land - they were
tools of colonisation. Won't the new Ministry
do similar things?.

It is true that past iterations of a public

works department have been a vehicle for
colonisation. There are also real risks that
governments, in attempting to solve the
housing and infrastructure crises, violate
Te Tiriti o Waitangi; the dispute at lhumatao
initially involved a private developer, Fletcher
Building, seeking to develop housing at the
site. Several steps can be taken to ensure it
does not happen again with a new Ministry of
Green Works. First, it should have no power
to acquire new land; compulsory acquisition
under public works legislation was a central
cause of past injustice. Some will say limits on
the Ministry of Green Works’ land acquisition
will restrict its ability to build and solve the
housing crisis but reorganising of existing land
and better use of existing resources would still
be possible. (It could also be possible for the
Ministry of Green Works to buy private land,
for example for the purpose of returning land
to Maori.) New Zealand’s housing crisis is not
primarily caused by insufficient public land.
Second, as noted in the discussion of structure,
the Ministry of Green Works could identify
public land that might be usefully returned
to Maori (for example, where land currently
managed by councils could be managed by
iwi or hapu).
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Thirdly, the Ministry needs to be well-resourced
with staff with historical, archaeological,
and legal expertise who can attempt as far
as possible to ensure any Ministry of Green
Works activity is consistent with Te Tiriti o
Waitangi. The policy proposal presented here
also situates the Ministry of Green Works
squarely in the Crown (kawanatanga) sphere
and firmly establishes the need for separate
resourcing in the tino rangatiratanga sphere.

The skills shortage

There is a skills shortage in the construction
sector. Won't this just mean the Ministry of
Green Works, or resourced projects in the tino
rangatiratangasphere, willcompeteforexisting
workers - or simply be unable to deliver?
The skills shortage needs to be properly
understood to recognise how it might impact
on the Ministry of Green Works. The shortage
in construction exists for a range of longer-
term and shorter-term reasons, including
historical shifts in manufacturing capacity'®
and recent covid-19 impacts. The Ministry
of Green Works will itself contribute to
addressing the skills shortage, by recreating
a training and cadetship programme that
was historically very successful in attracting
workers. It will provide more certainty for staff
employed within the Ministry on a permanent
basis, likely reducing the labour turnover rate
that exists in the private construction sector,
by guaranteeing secure work on good terms
and conditions. It will also provide more
certainty for other actors in the private sector
who may work alongside the Ministry of
Green Works. That increased certainty could
have an impact on the available workforce.
Mention has already been made of the
value of an increased migrant workforce to
support the Ministry of Green Works' efforts.
Furthermore, the Ministry of Green Works will

158 See Aaron Benanav, Automation and the
Future of Work (Verso, 2020).

reintroduce a greater level of planning into
economic management, allowing a pipeline
moving from training, through to materials,
design,construction,andoversight. Thisshould
improve the data available to government
on the sites and causes of skills shortages,
and allow more effective interventions to
fill skills gaps. The Ministry of Works (as
the Public Works Department and later the
Ministry of Works and Development) had to
reckon with skills shortages in the nineteenth
and twentieth centuries and was able to
respond through planning and resourcing.

The materials shortage

The building industry is facing a critical
shortage of materials right now, with some
builders having to pause work or face major
squeezes because of escalating prices.
Will there be materials for the Ministry to
do its work, and for there to be projects in
the tino rangatiratanga sphere - or might
these proposals make the shortage worse?
Again, the causes of this shortage need to be
understood before assuming that a Ministry of
Green Works will make the shortage worse. It
seems that the covid-19 pandemic has had a
major part to play in the materials shortage,
as global supply chains have been impeded
and more people domestically on lockdown
have decided to do renovations or personal
construction work, increasing the demand for
materials. The Ministry of Green Works, along
with a materials strategy, can encourage more
coordinated, direct use of locally sourced New
Zealand materials. Better organisation and
planning in use of these materials can make
some difference to the materials shortage.
As well, there is some evidence that the
shortage is being made worse by uncertainty
in contracts. The Ministry of Green Works
can provide certainty by being clear about
its pipeline of projects. Building up a more
self-sufficient industry over time will reduce



the dependence on overseas suppliers, and
the impact and frequency of shortages. The
industry itself has called for moves in this
direction. The Building Industry Federation
Chief Executive Julian Leys said in August
2021: “Before covid the supply chain appeared
to be fine, but the pandemic exposed the fact
it was a lot more fragile than anybody realised.
We have to find a way to manufacture things
ourselves and fill those supply gaps."'*®

Free trade agreements

Could a focus on making New Zealand
self-sufficient, and building up support for
New Zealand industry, fall afoul of New
Zealand's free trade agreements which
restrict the ways in which the government
can favour New Zealand industry or
discriminate against foreign suppliers?
It is true that generally an obligation of free
trade agreements is ‘national treatment”
this requires that there not be discriminatory
treatment of imports compared with locally
produced goods and services. However, there
are exceptions to national treatment that may
applyinrelationto the Ministry of Green Works.

Moreover, as a greater number of countries
return to using industrial policy, enforcement
and interpretation may evolve to take into
account shifting norms. In the medium- to
long-term, some of these rules may need
adjustment as consensus grows over the
need for green industrial policy to tackle
climate change, amongst other things.
Overall, free trade obligations should be
taken into account, but are unlikely to provide
an insurmountable obstacle. The Ministry
of Foreign Affairs and Trade (MFAT) has
expertise in free trade agreements and can

159 Andrew Allen, ‘Construction sector at risk as
suppliers “drop” New Zealand, Supply Management,

9 August 2021, online at https://www.cips.org/supply-
management/news/2021/august/construction-sector-at-
risk-as-suppliers-drop-new-zealand/,
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ensure that legislation setting up a Ministry
of Green Works is compliant with New
Zealand's international trade obligations.

The Government can't do this

The government isn't subject to the discipline
of the profit motive, or competition, and
will be less likely to innovate and deliver.
Doesn't  KiwiBuild  demonstrate  that
the Government doesn't have the skills
or capacity to build housing at scale?

KiwiBuild was not a government building
programme: it involved the government
purchasing housing from private developers.
The Ministry of Green Works model proposed
here is entirely different. On the discipline
of the profit motive or competition: while
much good work is being done in the
construction sector, analysis already cited
in this report has highlighted the lack of
innovation in the sector. A public entity,
with the right culture and expertise and
remunerating workers fairly, can be innovative
in its use of technology and materials.

The fact that the Ministry of Green Works
not subject to the profit motive is a positive:
it means the Ministry of Green Works can
save money in not having to apply margins or
markups (as discussed above), will not face
downward pressure to cut costs or wages
(sometimes risking safety in the process),
and can be more long-term in its focus if it
does not have to focus on providing regular
returns to shareholders. The history of New
Zealand's public works, while not flawless,
shows that government construction is
capable of delivering impressive roads, power
stations, rail networks, and housing - and
the same can happen again, in a way that
avoids repeating the mistakes of the past.

The Government has embarked on
some major programmes of change. But
government ‘capacity’ is not fixed and
turns on the resources dedicated to that
capacity. Aotearoa New Zealand’s experience
with covid-19 also shows that the public
sector can rise to challenges, and stretch
its capacity (for example, managing new
functions of contact tracing, vaccinations,
and managed isolation) when action is
needed. With the right funding and culture,
along with appropriate skills and expertise
from the private sector, it will be possible
for the Government to muster the capacity
to deliver on the outcomes outlined here.

New Zealand industry needs specialised
skill, not general government support

If New Zealand really wants to develop
industrial capacity, it needs specialised
industrial development, along the lines
of what is being done with Industry
Transformation Plans (ITPs). Isn't a Ministry
of Green Works too general to provide useful
development of industrial skill and expertise?

A Ministry of Green Works would operate
alongside existing industrial policy, such as
the Industry Transformation Plans. The two
focus areas outlined here, public housing and
green infrastructure (especially rail), will allow
some expertise to be honed and developed.
But maintaining some general skills in
construction will be useful if the Ministry of
Green Works must adaptin future, for example
for purposes of disaster management.

Conflicts of interest

Can a Ministry of Green Works set
standards (through its oversight arm) while
also performing functions of design and
construction? Isn't this a conflict of interest?


https://www.cips.org/supply-management/news/2021/august/construction-sector-at-risk-as-suppliers-drop-new-zealand/
https://www.cips.org/supply-management/news/2021/august/construction-sector-at-risk-as-suppliers-drop-new-zealand/
https://www.cips.org/supply-management/news/2021/august/construction-sector-at-risk-as-suppliers-drop-new-zealand/

It'll be too top-down

The Government has already centralised
other policy work relating to health
and water. Isn't this another example of
centralisation, which will remove local
community voice and opposition to projects?

The structure of the Ministry of Green
Works proposed above ensures multiple
opportunities for community input: in the
leadership of the Ministry (which should
include workers and representatives of local
government), in the partnerships with iwi and
hapu and councils and other Maori entities,
and in the proposal for additional forms of
participation in the Ministry’s work, along
the lines of the Paris Water Observatory. The
resourcing of Maori housing and infrastructure
in the tino rangatiratanga sphere is also a
proposal for devolving power. At the same
time, the design builds in some independence
from politicians to ensure the Ministry does
not become a hub for ‘pork-barrel’ projects.
Public housing and passenger rail will be
delivered best if designed in response to the
needs of communities. It is also worth adding
that it makes sense, because of New Zealand's
size, to maximise scale where possible.

Limits on government capacity

The Government is already launching
some major reforms, including a once-in-a-
generation remodelling of the health sector
and an overhaul of water infrastructure, at
the same time as dealing with the covid-19
pandemic. Isn't the Government simply too
stretched to add a massive Ministry of Green
Works and accompanying resourcing in the
tino rangatiratanga sphere to its agenda?
The Government has embarked on
some major programmes of change. But
government ‘capacity’ is not fixed and
turns on the resources dedicated to that

capacity. Aotearoa New Zealand's experience
with covid-19 also shows that the public
sector can rise to challenges, and stretch
its capacity (for example, managing new
functions of contact tracing, vaccinations,
and managed isolation) when action is
needed. With the right funding and culture,
along with appropriate skills and expertise
from the private sector, it will be possible
for the Government to muster the capacity
to deliver on the outcomes outlined here.

New Zealand industry needs specialised
skill, not general government support

If New Zealand really wants to develop
industrial capacity, it needs specialised
industrial development, along the lines of what
is being done with Industry Transformation
Plans (ITPs). Isn't a Ministry of Green Works
too general to provide useful development
of industrial skill and expertise?. A Ministry
of Green Works would operate alongside
existing industrial policy, such as the Industry
Transformation Plans. The two focus areas
outlined here, public housing and green
infrastructure (especially rail), will allow
some expertise to be honed and developed.
But maintaining some general skills in
construction will be useful if the Ministry of
Green Works must adapt in future, forexample
for purposes of disaster management.

Conflicts of interest

Can a Ministry of Green Works set
standards (through its oversight arm) while
also performing functions of design and
construction? Isn't this a conflict of interest?
It is perfectly appropriate for the Ministry of
Green Works' functions to be split into design,
construction, and oversight arms. Careful
separation can be kept between arms where
necessary. Currently the Building System
Performance branch sits within MBIE, which
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also has a role in supporting housing and
infrastructural development. Loss of assets
from old Ministry of Works and Development:
the old Ministry of Works and Development did
not just lose knowledge and capacity; it also
sold off many of its assets. How can these be
re-acquired foranew Ministry of Green Works?

The privatisation of the Ministry of Works
and Development created significant loss of
know-how, equipment and assets. It will be
necessary for the new Ministry to reinvest in
assets as part of building back its capacity in
public housing and green infrastructure, if the
Ministry does not bring construction providers
that hold assets into public ownership. Some
borrowing will be required for the initial capital
costs of establishing the Ministry of Green
Works. There could not be a better time for
such borrowing, given very low interest rates
and servicing costs, the need for investment
as part of post-covid-19 stimulus, and
Aotearoa New Zealand's low debt-to-GDP
ratio relative to similarly situated countries.

Political sustainability

Will these major changes to our approach to
housing, infrastructure, and climate change
stick? Isn't there a risk that one government
establishes a Ministry of Green Works and then
that this is dropped by future governments?
There are plenty of examples of policies from
past governments that have been maintained
by future governments, including KiwiBank
and KiwiSaver. If adopted by a Labour-
led administration, there is some reason to
believe a future centre-right administration
would also see the value in a Ministry of
Green Works; the National Party proposed
a National Infrastructure Bank as part of its
manifesto at the 2020 election, showing an
interest in an active government supporting
the development of important infrastructure.
The challenge will be ensuring the Ministry

of Green Works, as well as funding in the tino
rangatiratanga sphere, are properly supported
at the outset and able to prove their utility.

Importance of social investment: what about
New Zealand's social needs? Aren't these
just as important as physical infrastructure?
Should massive political resources and
capital go into a Ministry of Green Works
when New Zealand has other needs, and
New Zealand could be funding free dental, or
more free childcare, or other urgent needs?
It is, of course, correct that Aotearoa New
Zealand has urgent social needs as well as
physical infrastructural needs. Both kinds of
needs are about setting good foundations
for society. As Senator Bernie Sanders said
in September 2021: “"We are not going to
build bridges just so our people can sleep
under them."'®° But these investments are not
mutually exclusive, given the capacity to take
on more government debt and given the way
such investments are mutually reinforcing.
Building public housing at scale requires
a network of supportive services; green
infrastructure will only be properly used and
enjoyed if people are able to lead fulfilling
lives. Social and physical infrastructure should
not be pitted against each other; investment
in both kinds of infrastructure is an urgent
imperative.

160 https://twitter.com/BernieSanders/
status/14368339227976704062s=20.
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Conclusion

In contemporary Aotearoa New Zealand,
‘ambition’ is too often treated as an individual
value: the ideal of it is an individual aiming
high and achieving some measure of personal
success. It is time to reclaim ambition as
a collective value.”® That means finding
collective projects that lift all of us, improving
the quality of life for all. A Ministry of Green
Works, set up alongside a significant increase
in funding for Maori infrastructure and
housing, is a key example of reclaiming that
collective ambition.

Getting the Government to build directly,
especially in the areas of public housing and
green infrastructure, will overcome some of
the long-running problems of contracting-out.
With the right structure and culture around this
proposal, it will also lift the capacity to deliver
public housing, improve training opportunities,
and be a meaningful contribution to tackling
climate change. New Zealand's housing crisis
has many causes, including causes grounded
in demand as well as supply, and establishing
a Ministry of Green Works will not itself solve
that crisis; but establishing a public entity to
build directly will have significant benefits.
Lessons must be learned from the past,
and mistakes made by the Public Works
Department, the Ministry of Works, and the
Ministry of Works and Development.

As historian of public housing Ben Schrader
has said, a Ministry of Green Works is not
about going back to the past. It is about “using
the best of what the Ministry of Works was

161 One version of this point was articulated to
one of the co-authors by Barnaby Raine.
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once and building a new model."'%2 In the early
months of the pandemic, Finance Minister
(now also Infrastructure Minister) Grant
Robertson said: “we should all acknowledge
that things weren't perfect before COVID-19
hit us. ... There are few times in life when
the clock is reset. Now is the time we should
address these long-term issues. Itis a privilege
many countries won't have. It's not one we
should squander.’ Taking up the proposals in
this report is one way those “long-term issues”
can be addressed.'®?

This report is not a comprehensive blueprint.
It has been written under time constraints, on
lockdown where person-to-person contact
was limited. It has not covered every relevant
aspect of a Ministry of Green Works, or
housing and infrastructure, and it has not been
possible to interview every possible authority
on the subject. More work can be done on
how the Ministry fits into existing housing and
infrastructure initiatives, as well as by Maori
on how housing and infrastructure resourcing
should be allocated in the tino rangatiratanga
sphere.

We hope that this report sparks more
discussion, and more importantly that it builds
momentum towards the adoption of bold
action that is desperately needed to tackle our
housing, infrastructure, and climate crises.

162 Ben Schrader, interview with authors,
September 2021.
163 Grant Robertson, ‘Responding, Recovering and

Rebuilding, 7 May 2020, online at https://www.beehive.
govt.nz/speech/responding-recovering-and-rebuilding.
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Appendix A: Costing Methods

In this appendix™* we describe the method used to infer the fiscal consequences of a Ministry
of Green Works. For concreteness, we cost a hypothetical proposal for a Ministry of Works pro-
viding $500m of existing housing construction.®® The figures here should be treated as indica-
tive costs for increased state involvement in residential housing construction. Actual costs will
depend on details such as the specific housing typologies that are constructed.

Direct government provision of construction requires short-term capital expenditure. However,
direct government provision also eliminates markups in the construction supply chain, which
will save money in the long term. We infer capital costs and markups using data from Statistics
NZ's Annual Enterprise Survey!®® Due to data limitations, we do not attempt to calculate effi-
ciency gains from unifying the construction supply chain (for example, by reducing accounts
administrators). Our cost estimates are thus conservative.

We use figures from the 2018 Annual Enterprise Survey. This precludes the effects of the
COVID-19 pandemic, meaning that our figures correspond to a post-pandemic period.

Methods
Industry-level estimates of markups and capital costs

We calculate markups using the AES. In each industry, markups are given by:

ales
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We assume that the government produces houses using the same mixture of capital, labour,
and materials as does the construction sector currently. This precludes the government from
reoptimising its input choices, and thus results in conservative cost estimates.

We calculate capital requirements from the AES' estimates of firm assets. Because the AES
provides only a coarse disaggregation of firm assets, we assume that the Government must
mimic the total assets composition of private sector firms. In practice, the asset requirements of
the Government might be less. For example, the Government might require less working capital
for cash-flow purposes. This also results in conservative cost estimates. We also calculate
depreciation using the AES.

164 This Appendix was drafted by Wilbur Townsend, a PhD student in business economics at Harvard
University.
165 Kainga Ora currently plans to spend $7b on residential construction between 2021 and 2024 https://

kaingaora.govt.nz/assets/Investors-Centre/investor presentation .pdf
166 https://www.stats.govt.nz/information-releases/annual-enterprise-survey-2020-financial-year-provisional
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Aggregating markups and capital costs across the building supply chain

Industry-level estimates of markups and capital requirements allow us to understand how
government provision of a particular industry would affect construction costs. Beyond the
construction industry proper, residential building requires inputs from other industries, like
architectural services and wood product manufacturing.

We use input-output tables to calculate how industry-level markups and capital costs propagate
across the construction supply chain.167 We then use these calculations to understand how
eliminating markups in particular industries would affect the final cost of residential construction.
We also use these calculations to understand the total requirements of each industry in residential
building construction, and thus infer aggregate capital requirements. In our baseline analysis,
we assume that the government provides ‘scientific, architectural and engineering services,
‘construction services' and ‘residential building construction. We also consider a broader set of
industries in an alternative specification below.

Reduction in taxes

By eliminating markups in particular industries, we reduce government receipts of income tax.
We assume that marginal income from firm profits is taxed at a rate of 39%.

The AES data lists sales and purchases net of GST. As such, our estimated savings on residential
construction spending implicitly account for the resultant reduction in GST receipts.

The government’s initial capital expenditure would likely increase tax revenues. However, the
increase on tax revenue will depend on the types of assets purchased. As we discussed above,
data on the types of assets required is limited. As such, we do not attempt to quantify this
saving.

Estimates

Estimates for costs and savings are presented in Table 1.

The policy we consider is annual government provision of $500m of residential construction.
By eliminating markups in the supply chain, the same quantity of housing could be produced
for $430.2m annually, a saving of $69.8m per year. Doing so would require $511.2m in initial
capital expenditure. Maintaining those savings would require $11.3m in annual costs to replace
depreciated capital and would reduce income tax receipts by $22.8m. This results in a net
annual saving of $35.7m.

167 https://www.stats.govt.nz/information-releases/national-accounts-input-output-tables-year-ended-
march-2013
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TABLE 1: Estimates for costs and savings

Initial capital costs $511.2m
Annual savings on residential construction spending $69.8m
Annual depreciation costs $11.3m
Annual reduction in income tax receipts $22.8m
Net savings per year $35.7m

Effects on government debt

We now consider how the government provision of housing construction, discussed above,
would affect government debt levels. To do so additionally assume a long-term inflation rate of
2% (as in The Treasury's Long-term Fiscal Model) and a nominal yield on government bonds of
1.7% (to match the current yield of 10-year bonds).

Effects on the path of government debt are depicted in Figure 1. We assume that initial capital
expenditure is made in 2023. The additional debt is repaid 14 years later, in 2037. After that point,
counterfactual government debt is lower than under the status quo.

Alternative specifications
Additional establishment costs

Our baseline analysis assumes that establishment costs match private sector asset levels. As
discussed above, this assumption is likely conservative. Note that AES asset definitions include
IT infrastructure, which typically constitutes the bulk of the cost of setting up a government
agency. However, as a robustness check, we consider how our analysis is affected by additional
establishment costs.

For comparison, we consider the establishment costs of Auckland Council, an organisation with
approximately $7.5b in annual spending. Establishing Auckland Council required approximately
$200m in spending (most of which was IT spending).®® According to our inflation assumptions
discussed above, this will be approximately $250m in 2023 dollars.

With an additional $250m in establishment costs, total establishment costs are $761.2m. The
policy then takes an additional 7 years to become fiscally neutral, which occurs in 2044.

168 https://www.nzherald.co.nz/nz/super-citys-set-up-costs-top-200m-and-counting/2AL3CERJHNZBL 3T7VBF
JPNFPQ4/
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Figure 1: Implications for government debt

Greater government borrowing costs

In our baseline analysis we assume that the government faces a nominal borrowing cost of 1.7%
per year. Maintaining the assumption that inflation is 2% per year, the internal rate of return
of the policy is 9.5%. This means that the policy will eventually pay for itself provided that the
government faces a nominal borrowing cost of less than 9.5% per year.

Provision of alternative industrial mixes

In our baseline analysis, we assumed that the government provides ‘scientific, architectural
and engineering services, ‘construction services' and ‘'residential building construction! The
government may choose to provide a greater proportion of the supply chain. If the government
also provides 'heavy and civil engineering construction; ‘non-residential building construction,
‘non-metallic mineral product manufacturing, ‘fabricated metal product manufacturing’ and
‘wood product manufacturing, annual net savings grows to $41.1m per year while the initial
capital expenditure grows to $617.3m.


https://www.nzherald.co.nz/nz/super-citys-set-up-costs-top-200m-and-counting/2AL3CERJHNZBL3T7VBFJPNFPQ4/
https://www.nzherald.co.nz/nz/super-citys-set-up-costs-top-200m-and-counting/2AL3CERJHNZBL3T7VBFJPNFPQ4/

Reduction in indirect taxes

As mentioned above, our estimates account
for the reduction in GST revenue. Other
indirect taxes, like Fringe Benefit Tax, are
included in the AES. As such, we can calculate
the loss in revenue from such taxes explicitly.
Doing so reduces the annual savings of the
policy from $35.7m to $34.2m.
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