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Cross-submission on building supplies market study 

Kia ora, 

Affordable Building Coalition represents a group of civic minded New Zealanders, building 

sector participants , property owners ,  and civil society organisations. 

The Commission is currently in a phase where it is establishing its framework for considering 

the issues, and formulating a framework for potential interventions. ABC wish to provide 

constructive, evidence-based analysis that will assist the Commission to understand the 

market structure problems, and related solutions. 

This submission is brief. It covers some key issues we invite the Commission to carefully 

consider as it sets its direction following the issues paper and submissions. We attach a report 

from Castalia, which supplements the points made in this submission 

ABC wants to lift New Zealand’s productivity and improve public policy for 
housing affordability 

The Affordable Building Coalition has been formed to improve the breath and quality of public 

policy in construction to intiate a “non incumbent and non vested interest“ transformation 

group , with the specific intention of moving New Zealand from bottom ranking in OECD 

construction affordability for economy segment homes into the top ten. We expect to apoint a 

new chairperson and new analysts and new structure as we expand funding for the group. 

Intial funding has been provided by an Auckland based public interest philantropist who wishes 

to remain anonymous.   

We invite those building , developing and investing groups to reach out to us to share evidence 

based narrative on noteworthy submission items and ideas to fix the industry in this decade . 

Role of government in improving building supplies market and therefore 
construction sector productivity   

In its recent Retail Grocery Market Study, the Commission focussed on the matters which a 

competition regulator is tasked with, including defining relevant markets, identifying market 

power, and identifying barriers to entry.  

This current building supplies market study is different. Building supplies and the housing 

market involve the government, and government funded agencies as critical components. The 
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government is the largest purchaser of residential housing. It is not enough for the 

Commission to adopt a narrow approach to considering the competition issues in the building 

supplies markets. It needs to consider the potential interventions and where the government 

has had a role in the past, and could have a role in future.  

The building supplies market limits the productivity, and therefore the wages of the building 

sector. The sector employs many New Zealanders and this study, and its associated public 

policy outcomes, has the potential to lift productivity and wages of New Zealand workers, as 

well as improve housing affordability. 

Retirement village sector provides model for delivery 

The building supplies market structure limits the potential of scale building and house 

assembly. The retirement village sector sets a good example for how scale building can be 

delivered at scale—even under the current market structure. We encourage the Commission 

to review how standardisation and integrated delivery in the retirement sector can be a model 

for lowering the high cost of building in New Zealand. We are excited for this industry to be the 

catalyst for change in again solving a big public policy problem for New Zealanders. 

ABC evidence available from market insiders  

ABC has received information from market insiders (firms and individuals) who report evidence 

of unusual features of the New Zealand residential building supplies market. We can refer the 

Commission to these parties where evidence can be obtained on a confidential basis. Examples 

include: 

▪ Productivity differential between New Zealand and Australia where plasterboard fixing 

is carried out at two sheets per hour in New Zealand compared to seven in Australia 

▪ Construction costs of $1,600 per m2 in Brisbane, Australia compared to $4,000 per m2 

in Auckland by the same building firm and building exactly the same building type 

▪ Rebates for particular products at double the rate of other products  

▪ Inferior products recommended as a consequence of undisclosed benefits  

▪ Margin on margin culture is being fertilised rather than constrained  

Castalia analysis highlights high prices, low construction productivity and 
unusual market structure and conduct issues 

We attach analysis prepared by Castalia, an economic advisory firm that specialises in 

competition and regulatory matters. Castalia also has direct experience in designing solutions 

for public-private sector delivery of large-scale infrastructure and housing projects. 

Castalia highlight the contribution of building supplies to housing affordability. Castalia suggest 

that the Commission look to the opportunities available to improve the building supplies 

market and improve housing affordability via standardisation and focussing on the “economy” 

market segment. Castalia also highlight that plumbing and electrical needs to be included in 

the study due to the high costs. 

The report also shows that New Zealand has very high building supplies costs compared to 

other countries. This emphasises the need for the Commission to undertake independent 

benchmarking. Unfortunately, the Deloitte Report commissioned by Fletcher is biased and 

uses inappropriate comparators to paint a much rosier picture of New Zealand building 
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materials costs than is truly the case. Castalia provide their own analysis of standard industry 

data. 

Castalia also show how the building supplies industry structure drives poor productivity in the 

construction sector. High market concentration in several relevant markets can lead to 

downstream productivity impairment. This is supported by ABC’s understanding from building 

sector insiders who have compared New Zealand and Australia. 

There is also a principal agent issue between residential building customers (principal) and 

builders (agents). Builders (and plumbers and electricians) compete on cost of labour Builders 

pass on building supplies costs, and can benefit from rebates that are not linked to specific 

projects so can tend to not benefit consumers. The various price-fixing behaviour in 

distribution uncovered by the Commission already, which has also been reported to ABC by 

building sector insiders, means the Commission should pay special attention to 

accommodating behaviour.  

Finally, Castalia point out that regulatory barriers are important and should be carefully 

considered by the Commission. Especially the role of incumbent building supplies 

manufacturers and importers on standard-setting bodies and consenting bodies. Castalia also 

point out that while important, even in areas where consenting rates have been very high, 

construction costs have been the same. This supports a finding that underlying market 

structure issues exist. 

 

Yours sincerely, 

Tex Edwards  

 

 

 

Interim Project Director  

Affordable Building Coalition 


