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Glossary | Kuputaka

Builders

Building Code

BCA

Clear compliance pathways
Designer

Distributors

HUD

Importers

Key building supplies

Major components of
residential buildings

Manufacturers

Market participants who conduct the onsite and/or offsite
construction of residential buildings including, for example,
developers, group home builders and sole traders.

The Building Code is contained in Schedule 1 of the Building
Regulations 1992 and continues in force under the Building
(Forms) Regulations 2004 and the Building Act 2004. The
Building Act governs the building sector and sets out the
rules for the construction, alteration, demolition and
maintenance of new and existing buildings in New Zealand.

Building Consent Authority, the function contained within
each Territorial Authority or private organisation permitted
to perform building consenting and Building Code
compliance certification functions under the Building Act
2004.

Pathways for building products to comply with the Building
Code through Acceptable Solutions and/or Verification
Methods, and referenced Standards.

Designers (including architects, draughtspersons, engineers
and quantity surveyors) prepare plans and specifications for
building work. They also provide advice on compliance of
building work with the Building Code.

Companies who distribute key building supplies to builders
(eg, merchants).

Te TUapapa Kura Kainga, Ministry of Housing and Urban
Development.

Market participants who import building supplies used in
the construction of residential buildings.

The products and product systems used to build the major
components of residential buildings. See the definition of
“major components of residential buildings” below and
Table 1.1 for the general type of building supplies within the
scope of study.

For the purposes of this study, the major components of
residential buildings are the foundation, flooring, roof, walls
(structural and non-structural, interior and exterior) and
insulation.

Market participants who produce in New Zealand the
building supplies used in the construction of residential
buildings.



MBIE

Merchants

OSM

Residential
Standards NZ
Statistics NZ
Suppliers

The Commission

Vertical arrangements

Vertical integration

10

Ministry of Business, Innovation & Employment, Hikina
Whakatutuki.

Market participants who act as intermediaries purchasing
building supplies from manufacturers or importers and
selling to builders or other end users. These include:

e Major merchants (eg, Bunnings, Carters (operated by
Carter Holt Harvey (CHH)), Independent Timber
Merchants (ITM), Mitre 10 and PlaceMakers (operated
by Fletcher Building); and

¢ Smaller merchants and specialist retailers.

Off-Site Manufacturing is the manufacture of components
and buildings offsite in a factory, which are then transported
to the site where they are needed. OSM can also be referred
to as prefabrication, which is sometimes shortened
colloquially to ‘prefab’. We discuss in Chapter 9 the range of
processes that OSM can cover.

For, or directly related to, the housing of people.
Standards New Zealand, Te Mana Tautikanga o Aotearoa.
Statistics New Zealand, Tatauranga Aotearoa.

Manufacturers and importers who supply merchants and
other parts of the distribution chain. This includes
intermediary manufacturers of prefabricated building
supplies.

Commerce Commission, Te Komihana Tauhokohoko.

Arrangements between market participants at different
levels of the supply chain including contractual
arrangements. For example, arrangements reached by
suppliers to provide rebates to merchants if a certain
volume is purchased.

A firm operating two or more levels of the supply chain. For
example, one firm with ownership interests in entities
operating as both a manufacturer and merchant.
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Chapter 1 Introduction and purpose | Kupu whakataki me
te putake
Introduction | Kupu whakataki

1.1 This report sets out our findings from the market study into residential building
supplies (this study) and our recommendations for improving competition.

Purpose of this chapter | Te putake o ténei wahanga

1.2 This chapter describes the purpose of this study and the process we have followed.
1.3 Topics covered are:

1.3.1 the scope of the study and our approach to it;

1.3.2 our framework for analysing competition;
1.3.3 the structure of our report;
134 our process; and

135 next steps.

Scope of the study and our approach to it | Te whanuitanga o te take wananga
me te huarahi i whaia

The Minister issued terms of reference for a market study into key residential building
supplies

1.4 On 22 November 2021, the Hon Dr David Clark, Minister of Commerce and Consumer
Affairs (Minister), published a notice under section 51(1) of the Commerce Act 1986
(the Commerce Act) requiring us to undertake a study into any factors that may
affect competition for the supply or acquisition of key building supplies used to build
the major components of residential buildings.

1.5 We must carry out this study in accordance with the terms of reference issued by the
Minister. However, we may also consider any ancillary matters that are related to,
but not explicitly covered by, the terms of reference.!

1 Section 51A(4)(b) of the Commerce Act.
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1.6 The terms of reference for this study are set out in the box below.?

Notice for Commerce Commission Competition Study into Residential Building Supplies

I, Dr David Clark, Minister of Commerce and Consumer Affairs, pursuant to section 51(1) in
Part 3A of the Commerce Act 1986, require the Commerce Commission to carry out a
competition study into any factors that may affect competition for the supply or acquisition of
key building supplies used to build the major components of residential buildings.

Matters to be considered in the study may include, but are not restricted to:
° The industry structure for key building supplies covered by this study.

° The nature of competition for these key building supplies, including any industry
pricing practices or acquisition requirements that impact on competition.

° Impediments to the entry or expansion of new or innovative building supplies, such as
“green” building supplies or novel prefabricated products.

For the purposes of this study, major components of residential buildings are the foundation,
flooring, roof, walls (structural and non-structural interior and exterior) and insulation.

The Commerce Commission should make its final report for this study publicly available by
6 December 2022.

1.7 In asking us to undertake this study, the Minister stated that it is critical that Kiwis
have access to fairly-priced building materials, because good housing underpins a
range of social, economic and health outcomes.?

Key building supplies

1.8 The terms of reference direct the study to examine any factors that may affect
competition for the supply and acquisition of key building supplies used to build the
major components of residential buildings — the foundation, flooring, roof, walls
(structural and non-structural, interior and exterior) and insulation.

1.9 The terms of reference are neutral as to the style of residential building structure and
define the scope of study by reference to the “building envelope”.

1.10 Table 1.1 below describes the general type of building supplies that are within the
scope of the study.

2 New Zealand Gazette “Notice for Commerce Commission Competition Study into Residential Building
Supplies” (22 November 2021) (Gazette Notice), available at: https://gazette.govt.nz/notice/id/2021-
au4934.

3 Hon Dr David Clark “Govt to review high cost of residential building supplies in market study”

(21 November 2021) https://www.beehive.govt.nz/release/govt-review-high-cost-residential-building-
supplies-market-study.



https://gazette.govt.nz/notice/id/2021-au4934
https://gazette.govt.nz/notice/id/2021-au4934
https://www.beehive.govt.nz/release/govt-review-high-cost-residential-building-supplies-market-study
https://www.beehive.govt.nz/release/govt-review-high-cost-residential-building-supplies-market-study
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Table 1.1 List of building supplies in scope

Major components of S .. .
J P Key building supplies in major components

residential buildings

Foundation Concrete, timber, steel reinforcing

Flooring Concrete, particleboard, strandboard

Roof Steel roofing, other sheet metal roofing, metal and concrete tiles, shingle
and membrane roofing

Walls (structural/framing) Timber framing, laminated veneer lumber (LVL), steel framing, concrete
masonry, polyblock, rammed earth framing

Walls (exterior/cladding) Weatherboard (timber/fibre-cement/uPVC), clay and concrete bricks,
metal cladding, non-weatherboard fibre cement, plywood, stucco, sheet
steel

Walls (interior) Plasterboard, wet lining

Walls (interior/exterior) Window/door framing (aluminium, timber, composite, uPVC, fibreglass,

and steel), glazing, doors

Insulation Walls and ceiling: Glass wool and polyester

Floor: Underslab, polystyrene, glass wool, polyester, perimeter edge,
under footing

Sources: Commission review of BRANZ (2020), Trends in materials used in new houses; Deloitte Access
Economics (2018), Cost of residential housing development; BRANZ (2008), New house price
modelling.*

1.11 The scope and duration of the study are prescribed by the terms of reference.
Competition for the supply or acquisition of building supplies other than key building
supplies used in the major components of residential building falls outside the scope
of the study contemplated by the terms of reference. So too do the services
associated with residential building such as professional services (for example,
architectural, design or engineering services) trades and other labour except where
these are relevant to competition for key building supplies. The study is not directed
to consider additional inputs contributing to the overall cost of residential
construction such as financing costs or the cost of land.

BRANZ “Trends in materials used in new houses" (July 2020), available at:
https://d39d3mj7qgio96p.cloudfront.net/media/documents/BRANZ RN Physical characteristics 1.pdf;
Deloitte Access Economics “Cost of residential housing development: A focus on building materials”
(December 2018), available at:
https://www2.deloitte.com/content/dam/Deloitte/nz/Documents/Economics/nz-en-DAE-Fletcher-cost-
of-residential-housing-development.pdf; BRANZ “New house price modelling” (2008), available at:
https://d39d3mj7gio96p.cloudfront.net/media/documents/SR196 _New house price_modelling.pdf.



https://d39d3mj7qio96p.cloudfront.net/media/documents/BRANZ_RN_Physical_characteristics_1.pdf
https://www2.deloitte.com/content/dam/Deloitte/nz/Documents/Economics/nz-en-DAE-Fletcher-cost-of-residential-housing-development.pdf
https://www2.deloitte.com/content/dam/Deloitte/nz/Documents/Economics/nz-en-DAE-Fletcher-cost-of-residential-housing-development.pdf
https://d39d3mj7qio96p.cloudfront.net/media/documents/SR196_New_house_price_modelling.pdf
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The terms of reference for the study focus upon competition for key building
supplies. The study asks whether competition is working to benefit consumers
through the prices they pay for key building supplies, the quality and range available,
and the level of innovation relating to them. It does not extend to a full examination
of the cost of residential building.®

The study considers whether competition for the supply or acquisition of key building
supplies is working effectively and, if not, how competition could be improved to
work better for the benefit of New Zealand consumers over the long term. It
considers how competition is operating at all levels of the supply chain for key
building supplies and the relevance, for competition, of the legislative change
envisaged by the programme of Building Reform being led by the Ministry of
Business, Innovation & Employment (MBIE).®

Some commentators and submitters have described challenging conditions in recent
times, globally and domestically, including acute supply chain pressures, materials
shortages and price increases. We discuss these conditions in Chapter 2. These
conditions are expected by many to continue in the short to medium term, though
there are now some indications that these pressures are starting to ease. Some also
suggested that the study’s findings could be skewed by short-term impacts of these
conditions and the COVID-19 pandemic.

Some parties submitted that housing construction costs in New Zealand are too high, that there is not
an ‘economy market segment’, that the problem this study needs to solve is the cost of housing
construction, and that we should carry out international benchmarking to understand an ‘international
best practice’ cost of housing assembly. For example, Castalia on behalf of Affordable Building Coalition
“Submission on residential building supplies market study draft report” (1 September 2022) at 4 and
6-13; Monopoly Watch “Submission on residential building supplies market study draft report”

(1 September 2022) at 8. The focus of this study, however, is competition for key building supplies and
the overall cost of housing construction is not within the terms of reference. Further, regarding the
individual cost of key building supplies, our additional paper on the scope of the study explained that
we did not intend to undertake detailed international benchmarking, and the reasons for that. We
noted that, instead, our focus would be on understanding the factors that may be affecting competition
for the supply or acquisition of key building supplies in New Zealand, Commerce Commission
“Residential building supplies market study — Additional paper on the scope of this study” (31 March
2022) at 8.

We note in this respect both MBIE’s Building for Climate Change (BfCC) programme and MBIE’s
announced review of the building consent system, Ministry of Business, Innovation & Employment
“Review of the building consent system” https://www.mbie.govt.nz/have-your-say/building-consent-
system-review/. MBIE is the central regulator of building and construction and is the steward of the
Building Code. The review of the building consent system is a part of MBIE’s ongoing programme of
Building Reform.



https://www.mbie.govt.nz/have-your-say/building-consent-system-review/
https://www.mbie.govt.nz/have-your-say/building-consent-system-review/
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While we have considered some issues that have emerged from, or been exposed by,
changing global conditions in recent times, we have not closely examined factors
affecting the international supply chain or short-term impacts of the COVID-19
pandemic on competition given the focus of this study is on the broader factors
affecting competition.” We have considered supply chain resilience more generally
when exploring the extent to which competition is working well.

The two complementary approaches we are taking to this study

1.16

As we signalled in our additional paper on the scope of this study, we have taken two
complementary approaches to this study:

1.16.1  We have examined the factors affecting competition across the range of
key building supplies, such as the building regulatory system.

1.16.2  We have examined more closely the factors affecting competition for three
key building supplies, as case studies.

Factors affecting competition across the range of key building supplies

1.17

1.18

1.19

We have examined the factors affecting competition across the range of key building
supplies used to build the major components of residential buildings, as directed by
the terms of reference. These include the industry structure and the nature of
competition, including any pricing practices or acquisition requirements that impact
on competition.

This has included examining:

1.18.1  how concentrated the supply of different key building supplies appears to
be and the extent to which other supplies may be viewed as substitutes;

1.18.2  the distribution options available to suppliers of key building supplies and
how decisions to stock key building supplies are made by the major
merchants; and

1.18.3  the arrangements between the suppliers of key building supplies and the
major merchants, such as supply and rebate arrangements.

We have also sought to identify the conditions of entry and expansion for key
building supplies including, but not restricted to, new or innovative building supplies,
as directed by the terms of reference. This has included:

1.19.1  examining whether or not the building regulatory system creates any
impediments to competition and innovation;

We note MBIE’s urgent actions on plasterboard and the Government taskforce established recently to
examine the shortages in plasterboard, Hon Dr Megan Woods “Plasterboard taskforce set up to ease
shortages” (21 June 2022) https://www.beehive.govt.nz/release/plasterboard-taskforce-set-ease-

shortages.



https://comcom.govt.nz/__data/assets/pdf_file/0029/280577/Additional-paper-on-the-scope-of-study-Residential-Building-Supplies-Market-Study-31-March-2022.pdf
https://www.beehive.govt.nz/release/plasterboard-taskforce-set-ease-shortages
https://www.beehive.govt.nz/release/plasterboard-taskforce-set-ease-shortages
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1.19.2  considering ‘new or innovative’ supplies, such as ‘green’ building supplies
and novel prefabricated products, in the context of the broader themes of
building for climate change and standardisation (offsite manufacturing and
prefabrication); and

1.19.3  seeking to understand how decisions to specify and purchase key building
supplies are made, the factors that influence those decisions, and how
those factors may affect competition for key building supplies.

Factors affecting competition for three key building supplies

1.20

1.21

1.22

1.23

In parallel to considering the factors affecting competition across the range of key
building supplies as discussed above, this study has considered three key building
supplies in more detail as case studies.

We have used a case study approach because it is not feasible for this study to
examine in depth the factors affecting competition for each of the individual supplies
in the categories described in Table 1.1 above. There are many hundreds, possibly
several thousand, different building supplies within the scope of the study.

These case studies were not ‘mini market studies’. The purpose of these case studies
was to assist us to more closely consider the factors that may be affecting
competition for key building supplies — such as the industry structure, nature of
competition, pricing practices or acquisition requirements, strategic, behavioural or
regulatory barriers to entry or expansion — through particular examples, and has
enabled us to consider observations, findings or recommendations that could be
applied across key building supplies more generally.

The three key building supplies we selected for closer study were:®
1.23.1  concrete (including cement);
1.23.2  plasterboard; and

1.23.3 structural timber.

Commerce Commission “Residential building supplies market study — Additional paper on the scope of
this study” (31 March 2022) at [24].
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We selected the three case study supplies based primarily on:

1.24.1  the relatively high proportion of the cost of residential building that these
materials represent, compared to other supplies;® 1°

1.24.2  the relatively high concentration of suppliers for these materials;*! and

1.24.3 responses from submitters highlighting these materials as important and
as having limited alternative suppliers.'?

Our framework for analysing competition | Ta matou anga hei tatari
kaiwhakataetae

Competition that works well for consumers

1.25

This study considers whether competition is working well for consumers of key
building supplies. Its purpose is to identify and assess factors that may affect
competition for the supply or acquisition of key building supplies used to build the
major components of residential buildings, and to make any recommendations that
we consider may improve competition.'3

10

11

12

13

In our Additional paper on the scope of the study (31 March 2022) we described (in footnote 5 of that
paper) the basis for selecting the case study supplies in part by reference to analysis (by us) of a Deloitte
Access Economics report (2018). Our analysis involved averaging across the building typologies in the
Deloitte report, focusing only on key building supplies within the scope of study. Deloitte Access
Economics objected to the reference to their report in footnote 5. We have acknowledged the objection
and that it would have been more accurate to have stated in footnote 5 that our observation was based
on Commerce Commission analysis of Deloitte’s report.

Set out below are the costs contributions of our case study supplies, without adjustment for “out of
scope” supplies and referencing the typologies separately (as set out in Deloitte’s report (pages 8 and
73-78)), as a % of the total cost of building materials for residential housing development: - Framing
timber was estimated to represent 8% of (in each case, Auckland) double storey house, 8% of a
townhouse, 8.2% of a low-rise apartment, 4.6% of a concrete high-rise apartment and 7% of a timber
high-rise apartment; - Concrete represented 7.4% of a double storey house, 10.7% of a townhouse,
4.3% of a low-rise apartment, 23.9% of a concrete high-rise apartment and 5.5% of a timber high-rise
apartment; - Plasterboard represented 2.5% of a double storey house, 3.7% of a townhouse, 4.6% of a
low-rise apartment, 3.4% of a concrete high-rise apartment and 4.2% of a timber high-rise apartment).
We note also that Castalia, on behalf of the Affordable Building Coalition (ABC) has, throughout the
study, maintained a challenge to the analysis and figures in Deloitte’s 2018 report, for example, Castalia
on behalf of Affordable Building Coalition “Submission on residential building supplies market study
draft report” (1 September 2022) at 4 and 8. It has not been necessary for us, in considering the factors
affecting competition for key building supplies, to resolve this disagreement.

The Cabinet Paper identified concrete, glass wool insulation, and plasterboard as supplies with high
levels of concentration. Deloitte Access Economics’ December 2018 report discussed plasterboard,
cement, insulation, and structural timber as supplies with relatively high levels of concentration. Our
initial analysis indicated that plasterboard, cement and structural timber are likely highly concentrated.
Plasterboard was the material most commonly highlighted in response to our Preliminary Issues paper
as having limited choice of suppliers.

Sections 48, 51A and 51B of the Commerce Act and our terms of reference.
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This study does not enquire into compliance with the provisions of the Commerce
Act relating to anti-competitive conduct. Therefore, a conclusion that particular
conduct affects competition, and may be the subject of a recommendation, is not a
conclusion that it breaches provisions of the Commerce Act. We retain the ability to
separately investigate anti-competitive conduct if information collected during this
study, or outside of it, gives us reason to believe that anti-competitive conduct may
be occurring. Similarly, we may separately investigate conduct which we consider
could breach the Fair Trading Act 1986.

The overriding aim of this study is the same as the purpose of the Commerce Act
itself: to promote competition in markets for the long-term benefit of consumers
within New Zealand.**

Competition is defined in the Commerce Act as meaning “workable or effective
competition”.?> It does not mean the theoretical concept of perfect competition. The
High Court has noted that there is no consensus on precise conditions that define
workable competition, rather:®

... workable competition is a practical description of the state of an industry where
government intervention to make the market work better is not justified because the
socially desirable outcomes generated by competition already exist to a satisfactory
degree.

A workably competitive market is one that provides outcomes that are reasonably close
to those found in strongly competitive markets...

The degree of rivalry is critical. In a workably competitive market no firm has significant
market power and consequently prices are not too much or for too long significantly
above costs...

In our view, what matters is that workably competitive markets have a tendency
towards generating certain outcomes...

...the tendencies in workably competitive markets will be towards the outcomes
produced in strongly competitive markets.

14

15
16

Section 1A of the Commerce Act. This was emphasised by the Transport and Infrastructure Select
Committee in its report back to Parliament on the draft market studies legislation — Commerce
Amendment Bill 2018 (45-2) (Select Committee report) at 1, available at:
https://www.parliament.nz/en/pb/sc/reports/document/SCR_80263/commerceamendment-bill.
Section 3(1) of the Commerce Act.

Wellington International Airport Ltd and Others v Commerce Commission [2013] NZHC 3289 at [13]-[15],
[18] and [22], available at:
https://forms.justice.govt.nz/search/Documents/pdf/jdo/53/alfresco/service/api/node/content/worksp
ace/SpacesStore/1cl117dea-b8ba-491e-bald-d4cd30dbe522/1cl117dea-b8ba-491e-bald-
d4cd30dbe522.pdf.



https://www.parliament.nz/en/pb/sc/reports/document/SCR_80263/commerceamendment-bill
https://forms.justice.govt.nz/search/Documents/pdf/jdo/53/alfresco/service/api/node/content/workspace/SpacesStore/1c117dea-b8ba-491e-ba1d-d4cd30dbe522/1c117dea-b8ba-491e-ba1d-d4cd30dbe522.pdf
https://forms.justice.govt.nz/search/Documents/pdf/jdo/53/alfresco/service/api/node/content/workspace/SpacesStore/1c117dea-b8ba-491e-ba1d-d4cd30dbe522/1c117dea-b8ba-491e-ba1d-d4cd30dbe522.pdf
https://forms.justice.govt.nz/search/Documents/pdf/jdo/53/alfresco/service/api/node/content/workspace/SpacesStore/1c117dea-b8ba-491e-ba1d-d4cd30dbe522/1c117dea-b8ba-491e-ba1d-d4cd30dbe522.pdf
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We have developed Market Studies Guidelines to assist interested parties to
understand our approach to a market study.!” Our Market Studies Guidelines
describe characteristics of competitive markets that are working well and those that
may be observed in markets that are not working well. They also describe market
features that could affect competition and that are relevant to this study.!®

Our approach to assessing competition in this study

1.30

1.31

1.32

We present a series of findings and recommendations for improvements to the
factors affecting competition that, in turn, we would expect to produce better long-
term market outcomes for consumers, including in respect of prices, quality, range
and service.

The suite of recommendations seeks to identify feasible options that will provide
tangible improvements in competition for key building supplies without undermining
the other key policy objectives of the building regulatory system. The aim is to
produce better long-term outcomes for consumers — safe, healthy and durable
homes, that can be built with a wider range of cost-effective key building supplies,
including those that are new or innovative.

Cost-benefit analysis may be useful as part of a policy decision-making process. We
have not undertaken cost-benefit analysis as part of developing our
recommendations. Due to the interrelationships between the recommendations, the
effects on the functioning of the supply chain and competition need to be considered
in aggregate.

Structure of our report | Te hanga o ta matou pilirongo

1.33

1.34

1.35

In Chapter 2 we begin with background information on the residential building
supplies industry in New Zealand. We cover the importance of building supplies to
New Zealanders and introduce the main participants, including Maori, in the
industry. We provide an overview of the characteristics of residential building in
New Zealand and note the acute demand and supply chain pressures the industry
currently faces. This chapter provides context for the discussion that follows.

In Chapter 3 we describe the key themes arising from our engagement with Maori
stakeholders through this study. This chapter provides context for the
recommendation and observations that we make in Chapter 10.

In Chapter 4 we discuss the role that regulation plays in the industry. We cover the
key elements of the building regulatory system, how the building regulatory system
operates in practice, and the extent to which the elements of the building regulatory
system may be acting as barriers to the entry and expansion of key building supplies.

17
18

Referred to as Competition Studies in Part 3A of the Commerce Act.
Commerce Commission “Market Studies Guidelines” (19 November 2020) at [12]-[20].


https://comcom.govt.nz/__data/assets/pdf_file/0029/228476/Market-studies-guidelines.pdf
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1.40
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1.42
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In Chapter 5 we discuss how key building supplies are specified and purchased, and
consider the incentives, preferences and potential biases of the parties involved in
selecting building supplies for residential building projects. We also discuss the
implications for competition for key building supplies which flow from the way
decisions to choose building supplies are made.

In Chapter 6 we discuss competition between suppliers of key building supplies. We
look at market concentration and explore the impact on competition of the number
and types of suppliers for different categories of key building supplies. We also
discuss the impact of vertical integration on competition, including allocation policies
used by suppliers during recent supply shortages.

In Chapter 7 we discuss competition at the merchant level, including the degree of
market concentration, and conditions of entry and expansion (including use of land
covenants and exclusive leases).

In Chapter 8 we discuss arrangements between market participants at different
levels of the building supplies industry supply chain and whether they appear to
affect competition for key building supplies. In particular, we consider the likely
effect of rebates, loyalty schemes, and other vertical arrangements.

In Chapter 9 we discuss impediments to the entry of ‘new or innovative’ building
supplies, such as ‘green’ building supplies or novel prefabricated products. We
consider this in the context of the broader themes of building for climate change and
standardisation (offsite manufacturing and prefabrication).

In Chapter 10 we set out recommendations that seek to improve competition and
produce better long-term market outcomes for consumers.

We have included additional information in the attachments to our report:

1.42.1  Attachment A: Plasterboard case study discusses the findings of our
plasterboard case study.

1.42.2  Attachment B: Structural timber case study discusses the findings of our
structural timber case study.

1.42.3  Attachment C: Concrete and cement case study discusses the findings of
our case study into cement and ready-mix concrete.

1.42.4  Attachment D: Supplier survey provides further information about our
supplier survey.

1.42.5  Attachment E: Builders/specifiers survey provides further information
about our builders/specifiers survey.

1.42.6  Attachment F: Regulatory and standards system survey provides further
information about our survey on the building regulatory system.
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1.42.7  Attachment G: Additional maps of merchant stores provides additional
maps showing the locations of the major building supplies merchants’
stores.

1.42.8  Attachment H: Rebates — stylised example sets out examples of the way
different rebate structures can impact merchant decisions.

Our process | Ta matou tukanga

Papers we have published

1.43

1.44

1.45

1.46

1.47

1.48

1.49

On 22 November 2021, we released a statement of process, outlining the process we
intended to follow over the course of this study.®

On 17 December 2021, we released a preliminary issues paper, seeking responses
from interested parties on the preliminary issues we intended to explore during this
study.?° We received 25 submissions on our preliminary issues paper.

On 25 February 2022, we sought cross-submissions on our preliminary issues paper.
We received cross-submissions from four parties.

On 31 March 2022, we released an additional paper on the scope of this study, and
sought submissions from interested parties regarding any regulatory barriers to the
entry or expansion of key building supplies.?!

On 4 August 2022, we released a draft report, seeking comment from interested
parties on our preliminary findings and draft recommendations.?? We received
26 submissions on our draft report.

From 27 to 29 September 2022 we conducted a consultation conference to hear the
further views of stakeholders.?3 Sixty-five parties attended our conference. Following
the conference, we sought final submissions, including cross-submissions, by

13 October 2022. We received 12 post-conference submissions.

Copies of the papers we published, our draft report and related material, and all the
public versions of the submission we received in response, are published on our
website.
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Commerce Commission “Market Study into Residential Building Supplies — Statement of Process”

(22 November 2021).

Commerce Commission “Residential building supplies market study — Preliminary Issues paper”

(17 December 2021).

Commerce Commission “Residential building supplies market study — Additional paper on the scope of
this study” (31 March 2022) at [32].

Commerce Commission “Residential building supplies market study — Draft report” (4 August 2022).
Conference transcripts are published on our website.


https://comcom.govt.nz/__data/assets/pdf_file/0021/271281/Market-study-into-residential-building-supplies-process-paper-Statement-of-Process-22-November-2021.pdf
https://comcom.govt.nz/__data/assets/pdf_file/0025/273553/Residential-building-supplies-market-study-Preliminary-Issues-paper-17-December-2021.pdf
https://comcom.govt.nz/__data/assets/pdf_file/0029/280577/Additional-paper-on-the-scope-of-study-Residential-Building-Supplies-Market-Study-31-March-2022.pdf
https://comcom.govt.nz/__data/assets/pdf_file/0028/289360/Draft-report-Residential-building-supplies-market-study-4-August-2022.pdf
https://comcom.govt.nz/about-us/our-role/competition-studies/market-study-into-residential-building-supplies
https://comcom.govt.nz/about-us/our-role/competition-studies/market-study-into-residential-building-supplies
https://comcom.govt.nz/about-us/our-role/competition-studies/market-study-into-residential-building-supplies
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Information collection

1.50

1.51

1.52

1.53

1.54

The residential building supplies industry services a diverse range of participants. We
have therefore sought to collect information from a wide range of sources and to
meet with a wide range of parties.?* These parties have included building supplies
merchants, manufacturers and importers of key building supplies, building industry
representatives, government agencies, and a range of industry peak bodies with
differing perspectives on the industry. We have met with over 70 parties in total.

We thank all these parties for the information they have provided, and for their
ongoing engagement in this study.

We asked interested parties to complete surveys between March and May 2022 to
assist us to understand how competition is working at different levels of the
residential building supplies industry.?> We received:

1.52.1 105 responses to our survey on specifying and purchasing key building
supplies; and

1.52.2 136 responses to our survey on the building regulatory system.

The feedback we received was valuable for informing this study and has contributed
to the findings set out in our report.

We also distributed a supplier survey to around 500 suppliers of key building
supplies, but did not get a large response. The small sample size of responses was
insufficient to draw any generalised conclusions. However, some of the qualitative
responses raised relevant themes and, where that was the case, we have considered
those alongside the other material we have received.

Advice and report by industry expert John Gardiner

1.55

1.56

1.57

We engaged an industry expert, John Gardiner, to provide his views and opinions to
assist us to assess whether there are regulatory barriers to the entry or expansion of
key building supplies and, if so, what those barriers are.

We engaged Mr Gardiner for his expertise and experience working both within the
building regulatory system and as a consultant to suppliers seeking to navigate this
system. We asked Mr Gardiner to identify, from his expertise and experience, any
features that make it difficult for suppliers of building products to navigate and use
this system in practice.

We have considered whether the features Mr Gardiner identified amount to
regulatory, behavioural, or other impediments to the entry and expansion of key
building supplies.

24
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We note concerns raised that there have not been enough submitters to our process or substantial
engagement from organisations interested in affordable housing, for example, Monopoly Watch “Cross
submission on residential building supplies market study draft report” (17 October 2022) at 7.

See Attachments D, E and F.
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We also asked Mr Gardiner to propose possible improvement measures to address
the practical difficulties he identified. We have considered those improvement
measures when developing our recommendations where we identify factors
affecting competition.

Mr Gardiner’s report was published alongside our draft report.2°

How we have engaged with Maori

1.60

1.61

1.62

1.63

1.64

As an Independent Crown Entity, we are committed to engaging with Maori and
supporting future-focused Maori-Crown relationships, through taking a good-faith,
collaborative approach to engaging with Maori on our work.?” To achieve this, we are
continuing to build our understanding of our role as a Treaty partner under the
Treaty of Waitangi (the Treaty) and doing work to better understand Te Ao Maori
and what this means for our work.?®

Our commitment extends to engaging with Maori to acknowledge and strengthen
our relationship with Maori, and to better understand, and reflect, Maori
perspectives in our work. We acknowledge that effective engagement with Maori is
key to realising the potential of this partnership, which will enable us to support
better quality outcomes for Maori.?®

We are committed to genuine engagement with Maori and acknowledge
rangatiratanga and the status of Maori as Treaty partners. We also acknowledge the
important role matauranga Maori has in finding solutions to challenges we face as a
nation.3

Prior to our draft report we sought to hear and understand specific perspectives
from Maori on the residential building supplies industry. On 4 May 2022 we held an
initial hui, inviting a range of Maori partners and stakeholders to share their insights
on the residential building supplies industry. A range of individuals and organisations
attended the hui from iwi and Maori businesses.

We also heard from representatives of Kainga Ora and Te Tuapapa Kura Kainga,
Ministry of Housing and Urban Development (HUD).
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John Gardiner “Practical issues with the building regulatory system for suppliers of building products —
An assessment” (3 August 2022).

Hon. Grant Robertson “Enduring Letter of Expectations” (15 October 2019), available at:
https://comcom.govt.nz/ data/assets/pdf file/0030/183990/Enduring-Letter-of-Expectations-to-all-

Crown-Entity-Boards.pdf.

The Treaty of Waitangi/Te Tiriti o Waitangi is a founding document of government in New Zealand and

is one of the major sources of New Zealand’s constitution. Our reference to “the Treaty” is to both the
English and Te Reo versions.

Te Arawhiti “Guidelines for engagement with Maori” (1 October 2018), available at:

https://www.tearawhiti.govt.nz/assets/Maori-Crown-Relations-Roopu/6b46d994f8/Engagement-

Guidelines-1-Oct-18.pdf.

Te Aka Maori Dictionary defines “matauranga Maori” as “Maori knowledge — the body of knowledge
originating from Maori ancestors, including the Maori world view and perspectives, Maori creativity and
cultural practices”, see https://maoridictionary.co.nz/.



https://comcom.govt.nz/__data/assets/pdf_file/0030/183990/Enduring-Letter-of-Expectations-to-all-Crown-Entity-Boards.pdf
https://comcom.govt.nz/__data/assets/pdf_file/0030/183990/Enduring-Letter-of-Expectations-to-all-Crown-Entity-Boards.pdf
https://www.tearawhiti.govt.nz/assets/Maori-Crown-Relations-Roopu/6b46d994f8/Engagement-Guidelines-1-Oct-18.pdf
https://www.tearawhiti.govt.nz/assets/Maori-Crown-Relations-Roopu/6b46d994f8/Engagement-Guidelines-1-Oct-18.pdf
https://maoridictionary.co.nz/
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A few parties who had registered to attend this hui were not able to join on the day.
We followed up with those parties after the hui and were able to connect with two
of them to hear their further perspectives.

A summary of the views expressed at the hui — He Kohinga Korero — was published
on our website alongside our draft report.3! During our consultation conference in
September 2022, we dedicated a session to hearing the views of Maori partners and
stakeholders. This allowed us to continue our engagement with Maori and to test our
preliminary findings and draft recommendations with the interested parties who
attended.

We set out the key themes from these engagements in Chapter 3. As well, we have
incorporated information shared with us in the relevant sections of our report.

Hearing from Maori about their experiences of the residential building supplies
industry has enabled us to better understand Maori perspectives, concerns, and
aspirations regarding the industry. We acknowledge the diversity in views and
perspectives we heard. Hearing a range of Maori voices necessarily means there was
a variety of perspectives expressed. We also acknowledge that the comments we
heard do not represent the views of all Maori.

Confidential information shared with us

1.69

1.70

1.71

1.72

1.73

We have endeavoured to make our report as accessible to interested parties as
possible. However, some information within our report must out of necessity be
redacted from view, as is indicated by the use of square brackets like this: [ ].

Much of the information we have collected in the course of this study is considered
confidential or commercially sensitive by the supplying party.

It is important that interested parties and others providing us with relevant
information continue to feel confident participating in this study and supplying us
with information that we can use to develop our views.

Accordingly, when deciding whether information provided to us is commercially
sensitive and/or confidential or can be published, we consult with the party who has
provided it and balance these considerations against our obligations to adhere to the
principles of natural justice in the course of this study, operate as transparently as
practicable, and comply with our legal obligations under the Official Information Act
1982 (OIA).

If we receive a request for any information referred to or collected in connection
with this report, we will consider whether to make the information available in
accordance with the OIA.

Commerce Commission “He Kohinga Korero — Engagement with Maori on Residential Building Supplies
Market Study — Summary of key themes" (4 August 2022).
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1.74 Our Market Studies Guidelines contain further information about how we protect
confidential information provided to us during this study and how we respond to OIA
requests related to this study.3?

Next steps | Nga mahi a muri atu

1.75 This report sets out the findings of this study and the recommendations we are
making to both industry, and to the Minister, to improve competition for the supply
and acquisition of key building supplies.

1.76 The Minister is required to respond to our final report within a reasonable time after
it is made publicly available.?3

Commerce Commission “Market Studies Guidelines” (19 November 2020).

33 Section 51F of the Commerce Act.
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Chapter2 Overview of the building supplies industry |
Tirohanga whanui ki te ahumahi putunga hanga
whare

Introduction | Kupu whakataki

2.1 This chapter provides background information on the residential building supplies
industry, as context for the rest of the chapters in this report.

2.2 Topics covered are:
2.2.1 the importance of building supplies to New Zealanders;
2.2.2 Maori involvement in the industry;
2.2.3 how the key building supplies used in residential construction vary;
2.2.4 the industry supply chain and the construction process;

2.2.5 the main participants in the industry;
2.2.6 characteristics of residential building in New Zealand;

2.2.7 the acute demand and supply chain pressures the industry has faced in
recent times;

2.2.8 climate change and implications for the future of building supplies; and

2.2.9 legislative reform and other policy processes.

The importance of building supplies to New Zealanders | Te hiranga o nga
putunga hanga whare ki 0 Aotearoa tangata

2.3 Residential construction is an important part of the New Zealand economy, and has
significant implications for the wellbeing of New Zealanders. Housing and household
utilities is the single biggest expenditure category for most New Zealand
households.3* Maintaining, improving and expanding our housing stock is a critical
part of providing for New Zealand’s growing population.

34 Statistics NZ “Household expenditure statistics: Year ended June 2019” (March 2020), available at:
https://www.stats.govt.nz/information-releases/household-expenditure-statistics-year-ended-june-
2019.



https://www.stats.govt.nz/information-releases/household-expenditure-statistics-year-ended-june-2019
https://www.stats.govt.nz/information-releases/household-expenditure-statistics-year-ended-june-2019
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2.4 As shown in Figure 2.1 below, residential building activity has increased since 2012.
Annual consents for new residential homes reached record high levels in May 2022,
and 50,736 were issued in the year ended June 2022 (up 14% from the previous
year).?> The value of residential building work was estimated at $21.2 billion in the
year ended December 2021 (about 6.1% of GDP), up from $6.2 billion in the year
ended December 2012.36

Figure 2.1 New residential homes consented, 12-month rolling totals
March 1966 to June 2022

20k W

1970 1975 1980 1985 1990 1995 2000 2005 2010 2015 2020

@ Allhomes Multi-unit homes @ Stand-alone houses Stats NZ

Source: Statistics NZ.37

2.5 The value of alterations and additions to residential buildings was $2.4 billion in the
year ended December 2021, comprising over 11% of the total value of consented
work.38 This has increased from $1.2 billion in the year ended December 2012.

2.6 Figure 2.1 shows that the majority of growth in new consents in the last 10 years has
come from multi-unit homes. This intensification of New Zealand’s housing stock
impacts the types of building methods employed and materials used.

35 Statistics NZ “Consents for homes still high, but down for stand-alone houses” (1 August 2022), available

at: https://www.stats.govt.nz/news/consents-for-homes-still-high-but-down-for-stand-alone-houses/.
Statistics NZ Infoshare “Building activity by region (Annual-Dec)”, available at:
https://infoshare.stats.govt.nz/default.aspx?AspxAutoDetectCookieSupport=1;

[ 1.

Statistics NZ “Consents for homes still high, but down for stand-alone houses” (1 August 2022), available
at: https://www.stats.govt.nz/news/consents-for-homes-still-high-but-down-for-stand-alone-houses/.

38 [ ]

36

37



https://www.stats.govt.nz/news/consents-for-homes-still-high-but-down-for-stand-alone-houses/
https://infoshare.stats.govt.nz/default.aspx?AspxAutoDetectCookieSupport=1
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2.11
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Building materials have been estimated to comprise 16 to 24% of the total cost of
residential housing development in New Zealand, and 23 to 33% if the costs of land
and infrastructure are excluded.3® Labour, GST and professional services make up the
bulk of the remaining costs.

However, product or process innovation, the structure of the supply chain and
services associated with the supply of building materials, will impact on construction
costs in ways that are not captured by the cost of building materials alone. Products
or processes that increase the speed of construction, for example, should contribute
to lower labour costs.

Currently, the average cost to build residential homes in New Zealand is
approximately $2,773 per square metre.*® However, the cost varies depending on the
region, building typology, and the higher or lower specification of house.

Building supplies and building methods contribute to the quality of a residential
home, which is of critical importance to the wellbeing of New Zealanders. Warmer
and drier homes offer long-term health and social benefits, and energy efficient
homes cost less each month to keep warm and dry.

The Building Code provides minimum standards that new buildings must meet or
exceed. Some of the minimum standards in the Building Code appear to be behind
international standards (particularly in relation to warm, dry and healthy homes),
and the energy performance of our existing housing stock is generally low.*

39

40

41

These estimates vary depending on location and construction typology. Further detail can be found in
Deloitte Access Economics “Cost of residential housing development: A focus on building materials”
(December 2018) at 13, available at:
https://www?.deloitte.com/content/dam/Deloitte/nz/Documents/Economics/nz-en-DAE-Fletcher-cost-
of-residential-housing-development.pdf. We note also that Castalia, on behalf of the Affordable Building
Coalition (ABC) has throughout the study maintained a challenge to the analysis and figures in Deloitte’s
2018 report, for example, Castalia on behalf of Affordable Building Coalition “Submission on residential
building supplies market study draft report” (1 September 2022) at 4 and 8.

As of 2022 Q2, Residential building consent analysis tables, available at:
https://www.interest.co.nz/property/residential-building-consent-analysis. As noted in paragraph 1.12,
we have not examined, or undertaken detailed international benchmarking, of the full cost of
residential building, and we heard examples of significantly higher estimates. Kiwi Infrastructure
estimates that New Zealand developers build at $3,800 per sqm for the average residential
development, Kiwi Infrastructure “Submission on residential building supplies market study preliminary
issues paper” (4 February 2022) at 3. We have also heard of instances of building costs materially
exceeding this figure in particular regions because of regionally specific factors, Commerce Commission
“He Kohinga Korero — Engagement with Maori on Residential Building Supplies Market Study — Summary
of key themes" (4 August 2022).

[ I;

[ L1 l;
OECD Better Life Index states that the energy performance of New Zealand’s building stock is generally
low, OECD “Better Life Index — Housing” https://www.oecdbetterlifeindex.org/topics/housing/.



https://www2.deloitte.com/content/dam/Deloitte/nz/Documents/Economics/nz-en-DAE-Fletcher-cost-of-residential-housing-development.pdf
https://www2.deloitte.com/content/dam/Deloitte/nz/Documents/Economics/nz-en-DAE-Fletcher-cost-of-residential-housing-development.pdf
https://www.interest.co.nz/property/residential-building-consent-analysis
https://www.oecdbetterlifeindex.org/topics/housing/
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2.12 Programmes such as Homestar promote building to higher standards than the
standards in the Building Code, and Healthy Homes standards have introduced
requirements to improve the quality of existing rental housing.*?

Maori involvement in the industry | Ta te Maori whai wabhi ki te ahumabhi

2.13 Maori are active participants across the construction industry.

2.14  The proportion of Maori workers in the industry appears to be growing.** As of 2018,
35,100 Maori were working in the construction industry, making it the second largest
employer of Maori.** This includes approximately one-fifth of all self-employed Maori
sole traders, and 23 per cent of all Maori employers.*> Construction is a significant
proportion of Maori value-add (GDP), being the fourth largest contributor of real
production GDP from the M3ori sector in 2018 at around $1.5 billion.*®

2.15 While Maori are significantly represented in the labour component of the industry,
submissions emphasised there is little representation at the decision-making and
Board level and few pathways into those roles.*” We heard examples of how this
affects outcomes for M3ori involved in the building industry.*®

42 The Homestar standard is approximately 30% higher than the minimum requirements in the Building
Code, though this will vary depending on the specific Homestar rating,

[ 1.

43 Ministry of Business, Innovation & Employment “Building and Construction Sector Trends Annual Report
2022” (October 2022) at Figure 15, available at: https://www.mbie.govt.nz/dmsdocument/25439-
building-construction-sector-trends-annual-report-2022.

a4 BERL and Reserve Bank of New Zealand, Te Piitea Matua “Te Ohanga Maori 2018 — The Maori Economy
2018” (January 2021) at 13 and 27, available at: https://www.rbnz.govt.nz/-
/media/0212182a319f481ead4427bcf5dd703df.ashx. For figures from 2015, see: Ministry of Business,
Innovation & Employment “Building a Future Maori in the Construction Sector” (February 2015) at 11,
available at: https://www.mbie.govt.nz/dmsdocument/1065-hkkar-construction-report-february-2015-
pdf.

45 BERL and Reserve Bank of New Zealand, Te Piitea Matua “Te Ohanga Maori 2018 — The Maori Economy
2018” (January 2021) at 27.

46 BERL and Reserve Bank of New Zealand, Te Pitea Matua “Te Ohanga M3ori 2018 — The Maori Economy
2018” (January 2021) at 17.

47 We also note Ministry of Business, Innovation & Employment “Maori in the Labour Market — December
2020 Quarter (unadjusted)”, available at: https://www.mbie.govt.nz/dmsdocument/13559-maori-in-
the-labour-market-december-2020-quarter-unadjusted/.

48 Commerce Commission “He Kohinga Korero — Engagement with Maori on Residential Building Supplies
Market Study — Summary of key themes” (4 August 2022) at 2.



https://www.mbie.govt.nz/dmsdocument/25439-building-construction-sector-trends-annual-report-2022
https://www.mbie.govt.nz/dmsdocument/25439-building-construction-sector-trends-annual-report-2022
https://www.rbnz.govt.nz/-/media/0212182a319f481ea4427bcf5dd703df.ashx
https://www.rbnz.govt.nz/-/media/0212182a319f481ea4427bcf5dd703df.ashx
https://www.mbie.govt.nz/dmsdocument/1065-hkkar-construction-report-february-2015-pdf
https://www.mbie.govt.nz/dmsdocument/1065-hkkar-construction-report-february-2015-pdf
https://www.mbie.govt.nz/dmsdocument/13559-maori-in-the-labour-market-december-2020-quarter-unadjusted/
https://www.mbie.govt.nz/dmsdocument/13559-maori-in-the-labour-market-december-2020-quarter-unadjusted/
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Maori are major residential developers and landlords, including through Iwi and Post-
Settlement Governance Entities (although not limited to those).*° For example, Ngai
Tahu Property’s development portfolio includes three of Canterbury’s largest master-
planned residential developments. Maori small-to-medium enterprise (SME) building
companies are active throughout New Zealand. Maori and the Crown are partnering
on projects that aim to speed up the delivery of Maori-led housing through initiatives
such as Whai Kainga, Whai Oranga.>®

Other involvement includes as designers—for example, TOA Architects—and as
distributors of building supplies—for example, Toa ITM.>!

Given the significant involvement of Maori in the construction industry, any factors
affecting competition for key building supplies that we identify also impact on Maori.

In addition, Maori as homeowners, landlords, and tenants may face less equitable
outcomes as they are less likely to own homes. Maori are more reliant on social
housing, on average live in lower quality houses (eg, houses affected by dampness,
mould and cold), and are disproportionately likely to live rurally, which makes rural
supply and cost issues particularly acute for them. 5% 53,54

Through the Housing Policy and Services Kaupapa Inquiry, the Waitangi Tribunal is
currently considering the Crown’s delivery of state services, programmes and
support enabling Maori access to adequate housing.>® The Inquiry has four broad
themes: housing policy, practice and regulation of the housing market; social housing
— the provision of ‘public housing’ by government; use and development of Maori
land for housing; and the relationship between poor physical and mental health (and
other socio-economic factors) and housing.

49

50
51

52

53

54

55

BERL and Reserve Bank of New Zealand, Te Pitea Matua “Te Ohanga Maori 2018 — The Maori Economy
2018” (January 2021) at 17-19.

Te ROnanga o Ngai Tahu “Ngai Tahu Property” https://ngaitahu.iwi.nz/investment/ngai-tahu-property.
Te Rlnanga o Toa Rangatira has also noted that its strategy and delivery of housing is “through
progressively acquiring a set of vertically integrated businesses”, which included its acquisition of Toa
ITM: Matai O’Connor “Porirua housing project to provide 880 new homes, Ngati Toa iwi prioritised”

(14 December 2021) RNZ https://www.rnz.co.nz/news/te-manu-korihi/457888/porirua-housing-project-
to-provide-880-new-homes-ngati-toa-iwi-prioritised.

Statistics NZ “Te Pa Harakeke: Maori housing and wellbeing 2021” at Figure 1, available at:
https://www.stats.govt.nz/reports/te-pa-harakeke-maori-housing-and-wellbeing-2021; Westpac

New Zealand, BERL and OpinioNative “Mabhi tahi tatou, kaha ake tatou. The Maori economy — obstacles
and opportunities.” (October 2021) at 4, available at: https://www.westpac.co.nz/assets/About-
us/sponsorship/documents/The-Maori-economy-obstacles-and-opportunities-Westpac-NZ-Oct-
2021.pdf.

Statistics NZ “Te Pa Harakeke: Maori housing and wellbeing 2021” at Figure 7, available at:
https://www.stats.govt.nz/reports/te-pa-harakeke-maori-housing-and-wellbeing-2021.

Environmental Health Intelligence New Zealand “Urban-rural profile”
https://www.ehinz.ac.nz/indicators/population-vulnerability/urbanrural-profile/. Maori have a higher
proportion of the population living in small urban areas (14.7% of the Maori population) and rural areas
(18.0%), compared with the total population (10.0% and 16.3% respectively).

Waitangi Tribunal | Te Ropd Whakamana i te Tiriti o Waitangi “Housing Policy and Services Inquiry”,
available at: https://waitangitribunal.govt.nz/inquiries/kaupapa-inquiries/housing-policy-and-services-

inquiry/.



https://ngaitahu.iwi.nz/investment/ngai-tahu-property
https://www.rnz.co.nz/news/te-manu-korihi/457888/porirua-housing-project-to-provide-880-new-homes-ngati-toa-iwi-prioritised
https://www.rnz.co.nz/news/te-manu-korihi/457888/porirua-housing-project-to-provide-880-new-homes-ngati-toa-iwi-prioritised
https://www.stats.govt.nz/reports/te-pa-harakeke-maori-housing-and-wellbeing-2021
https://www.westpac.co.nz/assets/About-us/sponsorship/documents/The-Maori-economy-obstacles-and-opportunities-Westpac-NZ-Oct-2021.pdf
https://www.westpac.co.nz/assets/About-us/sponsorship/documents/The-Maori-economy-obstacles-and-opportunities-Westpac-NZ-Oct-2021.pdf
https://www.westpac.co.nz/assets/About-us/sponsorship/documents/The-Maori-economy-obstacles-and-opportunities-Westpac-NZ-Oct-2021.pdf
https://www.stats.govt.nz/reports/te-pa-harakeke-maori-housing-and-wellbeing-2021
https://www.ehinz.ac.nz/indicators/population-vulnerability/urbanrural-profile/
https://waitangitribunal.govt.nz/inquiries/kaupapa-inquiries/housing-policy-and-services-inquiry/
https://waitangitribunal.govt.nz/inquiries/kaupapa-inquiries/housing-policy-and-services-inquiry/
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The Crown’s response to the Inquiry is being led by HUD, with the Maori and Iwi

Housing Innovation Strategy, MAIHI Ka Ora, guiding that approach.>® That strategy
enjoins Government agencies to “work with each other and with Maori in genuine
partnership over the next 30 years towards a shared vision that all whanau have safe,
healthy, affordable homes with secure tenure, across the Maori housing continuum”.

We discuss the key themes arising from our stakeholder engagement with Maori
over the course of this study in Chapter 3.

How the key building supplies used in residential construction vary | Te
rerekétanga o nga putunga hanga whare noho

2.23

2.24

2.25

2.26

Chapter 1 sets out the general types of key building supplies that are within the
scope of this study. Key building supplies within scope are a subset of all building
supplies used for residential building. For example, plumbing and electrical supplies
are excluded, as are building supplies for commercial construction or infrastructure
(such as roads).

The mix of key building supplies is likely to vary depending on the type of residential
building being built, and/or the building method (for example, onsite or offsite
construction). Some key building supplies can be provided as a product system,
which is a group of products that work together to achieve a particular function
required by the Building Code.

Residential housing in New Zealand can take many forms but can be broadly
categorised into standalone houses, townhouses, and apartments. Differences
between these typologies affect the relevant set of materials and their contribution
to overall cost.>’

Recently there has been an increase in higher density housing in New Zealand,
supported by Government initiatives to enable greater housing density.>® This trend
is likely to continue with the Resource Management (Enabling Housing Supply and
Other Matters) Amendment Act 2021 expected to impact planning rules.

56
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Te TGapapa Kura Kainga, Ministry of Housing and Urban Development “Wai 2750 Kaupapa Inquiry”
https://www.hud.govt.nz/our-work/wai-2750-kaupapa-inquiry/.

For example, we understand construction of high-rise apartments is generally a more specialised
process than the construction of low-rise apartments and can involve different materials (timber
framing is generally only used in buildings of three storeys or less).

Te Thapapa Kura Kainga, Ministry of Housing and Urban Development “Enabling Housing Density”
https://www.hud.govt.nz/urban-development/enabling-housing-density/.



https://www.hud.govt.nz/our-work/wai-2750-kaupapa-inquiry/
https://www.hud.govt.nz/urban-development/enabling-housing-density/
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Industry supply chain and the construction process | Ta te ahumabhi hei tuku
putunga me te tukanga hanganga

2.27

2.28

2.29

Residential building supplies pass through a series of levels of the supply chain before
they are used in construction. Most key building supplies are supplied through
merchants, though there are differences in the supply chain between building
supplies, for example:

2.27.1  some products exhibit a much greater degree of direct sales than others
(eg, window joinery is almost entirely direct to market sales);>® and

2.27.2  there are specialist installers for some building supplies, such as insulation
and roofing.®°

Figure 2.2 below provides a high-level summary of the supply chain for residential
building supplies. Each red box represents a group of market participants, but is not
intended to reflect any formally defined market.

In reality there is more complexity in the supply chain than Figure 2.2 suggests and
differences depending on the particular building supplies. It does not include
participants that, while not directly involved in the supply chain, can influence the
choice of materials (such as designers or building consent authorities).

59
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Fletcher Building “Submission on residential building supplies market study preliminary issues paper”
(4 February 2022) at [4.2]; Mitre 10 “Submission on residential building supplies market study
preliminary issues paper” (4 February 2022) at 5.

Fletcher Building “Submission on residential building supplies market study preliminary issues paper”
(4 February 2022) at 31 and 33; Mitre 10 “Submission on residential building supplies market study
preliminary issues paper” (4 February 2022) at 5.
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Figure 2.2 High-level generic supply chain for residential building materials
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Source: Commerce Commission.®!

end construction process.

61

In addition to suppliers and distributors of key building supplies, builders,
homeowners, and a number of other participants play significant roles in the end-to-
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Figure 2.3 below presents a high-level summary of the construction process and
identifies industry participants with significant influence. Figure 2.3 is a stylised
overview and does not seek to capture all relationships in the process.®? In particular,
it understates the number of influential relationships that designers have with
various other industry participants across several different stages in the construction
process.%3

Figure 2.3 High-level summary of the construction process

Materials Materials
Imported Manufactured

~N il
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Merchants for construction materials
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Code compliance

Builders and other tradespeople
purchase materials

Construction

' 4

Build assessed for Building Code
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Consumer

Source: Ministry of Business, Innovation & Employment.®
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OffsiteNZ pointed out that offsite manufacturing involves a number of quality control processes earlier
in the construction process and said that, if offsite manufacturing was featured in Figure 2.3, it would
highlight the benefits of this, OffsiteNZ “Submission on residential building supplies market study
preliminary issues paper” (3 February 2022) at 2.

[ l.

Ministry of Business, Innovation & Employment “Residential Construction Sector Market Study Options
Paper” (November 2013) at 8, available at: https://www.interest.co.nz/sites/default/files/residential-
construction-sector-options-paper.pdf.



https://www.interest.co.nz/sites/default/files/residential-construction-sector-options-paper.pdf
https://www.interest.co.nz/sites/default/files/residential-construction-sector-options-paper.pdf
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Industry participants | Te hunga whai wahi ki te ahumabhi

2.32

By category, the main participants in the industry include:
2.32.1  suppliers, who manufacture or import building supplies;
2.32.2  merchants, who distribute building supplies to builders;

2.32.3 builders, broadly categorised as SME builders and larger group home
builders;

2.32.4  designers (eg, architects), who prepare the plans for a project including
specification of the building supplies to be used;

2.32.5 homeowners and end consumers, who own and/or reside in residential
buildings;

2.32.6  developers, who typically prepare the land for new housing to be built on
and may also manage associated residential construction projects;

2.32.7 Kainga Ora, a public sector developer and provider of social housing; and

2.32.8 regulatory bodies, such as building consent authorities (BCAs).

Suppliers of key building supplies

2.33

2.34

2.35

2.36

Some domestic manufacturers specialise in a general category of building supplies
such as timber (for example, Red Stag) or ready-mix concrete (for example, Allied
Concrete). Other manufacturers have ownership interests in entities supplying a
range of different building supplies.

In addition, a number of international or domestic companies import key building
supplies into New Zealand.

Offsite manufacturers are both purchasers of key building supplies (as inputs) and
suppliers of a product which include key building supplies such as a prefabricated
component or an entire modular build. Offsite manufacturers purchase materials,
then process and assemble them to supply more complex key building supplies to
merchants or builders (for example, frame and truss prefabrication, structural
insulated panels (SIPs) and windows).

Chapter 9 discusses offsite manufacturing (OSM) in more detail, including its
potential to positively impact competition for the supply of key building supplies.

Merchants and vertical integration

2.37

At the distribution level, the five major merchant chains which operate nationally are
PlaceMakers, Carters, ITM, Bunnings and Mitre 10. PlaceMakers, Carters and ITM
cater primarily to builders and trade customers, while Bunnings and Mitre 10 have
both trade centres and retail-focused stores.



2.38

2.39

2.40

36

PlaceMakers and Carters are vertically integrated merchants, each being part of
larger groups engaging in business activities spanning several levels of the supply
chain.

2.38.1  Fletcher Building manufactures products including plasterboard (Winstone
Wallboards), cement (Golden Bay Cement), concrete (Firth) and insulation
(Tasman Insulation). It also operates PlaceMakers and is active in
residential development and construction (Fletcher Living and Clever
Core).

2.38.2  Carter Holt Harvey (CHH) manufactures products including structural
timber (CHH Woodproducts) and also operates Carters.

There are other vertically integrated participants in the supply chain for some key
building supplies.®®

Outside of the major merchants, a number of smaller merchants and specialist
retailers have varying presence and carry varying product ranges throughout New
Zealand.

Builders

241

2.42

2.43

2.44

At the residential construction level, there is a wide range of different business
models ranging from SME builders to nationwide group home builders (GHBs).

There is a large and diverse range of SME builders, as well as subcontractors and do-
it-yourself (DIY) builders. SME builders can be sole traders with one or two staff or
contractors or a group of builders that typically build a small number of homes per
year (for example, up to 10 buildings per year). SME builders typically purchase
building supplies from merchants for each build.

GHBs may operate on a national or multi-regional basis. They typically have a
national office but may also operate a franchise model. GHBs build a larger number
of homes per year, may offer a suite of standard plans, and maintain national
accounts with merchants for purchasing building supplies. Some GHBs also operate
as developers. GHBs include the likes of GJ Gardner Homes, Signature Homes, Mike
Greer Homes, Golden Homes, and Classic Developments.

Purchasers of key building supplies also include a growing number of offsite
manufacturers. Some prefabricate a component of a building (such as a wall) and
assist in the construction process, while other offsite manufacturers aim to build
entire buildings in a factory and complete assembly onsite.

65

For example, Fletcher Building “Submission on residential building supplies market study preliminary
issues paper” (4 February 2022) at figures 11-15.
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Designers and specifiers

2.45

2.46

Designers (including architects, draughtspersons, engineers and quantity surveyors)
prepare plans and specifications for building work. They also provide advice on
compliance of building work with the Building Code.®®

Designers often decide what key building supplies are to be specified on the building
plans and therefore used in construction. Sometimes these decisions are made in
consultation with their clients and the builder.

Developers

2.47

2.48

2.49

2.50

Developers engage in a range of activities. From purchasing land, arranging the
construction of infrastructure and connection of services, sub-dividing and selling the
sites, to constructing (or co-ordinating the construction by other builders) of
residential housing, and either selling or renting the resulting properties.

Developers can range in size and scale. Some focus on smaller projects of two to
three terrace houses for example, while other developers focus on large apartment
buildings and retirement villages.

Developers may have a greater or lesser impact on the purchases of key building
supplies, either through specifying and sourcing building supplies for build partners
or letting build partners source their own contractors and building supplies. It also
appears that a small number of developers have sought to influence the purchase of
key building supplies through land development covenants or agreements that
confer certain rights to supply (or to offer the supply) of building supplies on related-
party merchants. We discuss these and other covenants and exclusive leases in
Chapter 7. Some developers may also be builders by trade and, accordingly, likely to
be directly involved in the construction process and sourcing building materials.

We have also observed that some developers emphasise social outcomes and
therefore place emphasis on affordability and quality.®’

Kainga Ora

2.51

Kainga Ora is a public sector provider of social housing and the Government’s lead
urban developer.
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The design process for offsite manufacturing can be different to this and is sometimes referred to as
design for manufacture and assembly (DFMA), [ I

[ Il I;
[ 1.

[ 1.
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HUD is the Ministry that oversees Kainga Ora. HUD provides the overall strategic
direction, including monitoring and oversight, of Kainga Ora. Kainga Ora’s functions
focus on delivery, for example, through providing homes and housing services on
behalf of Crown entities.®®

Kainga Ora is involved in the building of new homes, as well as redevelopment of
existing homes. It partners with the development community, Maori, local and
central government, and others on urban development projects of all sizes. Through
its work programme to develop and provide social housing, it is the end consumer of
key building supplies in New Zealand and is responsible for approximately 7 to 8% of
new homes built in New Zealand each year through its construction partners.®®

Kainga Ora tenders for a lead contractor to manage the construction of its residential
housing projects and takes a hands off approach to sourcing key building supplies.
Build partners typically source their own building supplies provided they meet the
requirements of the job.”°

Kainga Ora operates Consentium, a standalone and independent division within
Kainga Ora that provides building consent services.”*

Kainga Ora has a unique position. As well as being a large-scale social housing
developer, it is also the long-term owner of the property and its mandate includes
long-term social outcomes.

We understand that, as a result of this, Kainga Ora is focused on the economic and
social benefits of higher-quality homes. For example, in June 2020 Kainga Ora
announced a commitment to build all its new homes to 6 Homestar standard, noting
that this means its homes will be built to be warmer, healthier and more efficient for
tenants.”? Maori are specifically considered under the Te Aranga Design Principles
which are “... founded on intrinsic Maori cultural values and aim to enhance the
mana whenua presence, visibility and participation in urban design”.”?
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Te Thapapa Kura Kainga, Ministry of Housing and Urban Development “Kainga Ora — Homes and
Communities Act 2019” https://www.hud.govt.nz/our-work/kainga-ora-homes-and-communities-act-
2019/.

In FY 2021/22 Kainga Ora delivered 1,815 newly built homes with a net increase in public and supported
housing of 1,340 dwellings, Kainga Ora “Te Parongo A-Tau — Annual Report — 2021/22” available at:
https://kaingaora.govt.nz/assets/Publications/Annual-report/Annual-report-2021-22.pdf.

[ l.

Consentium “Quality building consent and inspection services” https://www.consentium.co.nz/.

Kainga Ora “Healthier homes under Homestar” (9 June 2020) https://kaingaora.govt.nz/news/healthier-
homes-under-homestar/. Homestar is a rating tool run by the New Zealand Green Building Council. Its
requirements exceed Building Code standards, see discussion in Chapter 9.

Kainga Ora “Our approach to building” https://kaingaora.govt.nz/developments-and-programmes/our-
approach-to-building/.



https://www.hud.govt.nz/our-work/kainga-ora-homes-and-communities-act-2019/
https://www.hud.govt.nz/our-work/kainga-ora-homes-and-communities-act-2019/
https://kaingaora.govt.nz/assets/Publications/Annual-report/Annual-report-2021-22.pdf
https://www.consentium.co.nz/
https://kaingaora.govt.nz/news/healthier-homes-under-homestar/
https://kaingaora.govt.nz/news/healthier-homes-under-homestar/
https://kaingaora.govt.nz/developments-and-programmes/our-approach-to-building/
https://kaingaora.govt.nz/developments-and-programmes/our-approach-to-building/
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Homeowners and end consumers

2.58

2.59

2.60

At the end-consumer level, there are homeowners and other end consumers who
live in residential buildings. This includes owner-occupiers, landlords and tenants of
rental properties.

Preferences of homeowners and other end consumers can influence the types of
structures being built and the choice of materials.

Kainga Ora is a developer and long-term owner of its buildings and is a substantial
driver of demand for residential construction. Hapt and iwi are also building large-
scale residential developments or working in partnership with other developers.

Regulatory bodies and their roles

2.61

2.62

2.63

2.64

2.65

MBIE’s Building Performance Branch is the building regulator and sets the
performance requirements under the Building Code. The performance requirements
of the Building Code influence developers’ and designers’ decisions for building
supplies.

BCAs are organisations that are accredited and registered to issue building consents,
carry out inspections, and issue compliance certificates. Issuing consents includes an
assessment that the building supplies and systems proposed, including how they are
to be used, will perform to meet the Building Code.

Standards NZ is an independent unit that sits within MBIE and is responsible for
managing the development of standards in New Zealand. As discussed in Chapter 4,
standards are agreed specifications for products, processes, services and
performance.”* Compliance with standards is generally voluntary but can be
mandatory when cited in Acts, regulations or other legislative instruments. When
adopted by MBIE into Acceptable Solutions or Verification Methods, standards can
(among other things) specify the performance standards required of building
supplies.

CodeMark is a product certification scheme that provides a pathway for establishing
compliance with the Building Code. There are currently four bodies accredited to
issue CodeMark certificates in New Zealand, with one based in New Zealand (BRANZ)
and the remaining three in Australia.

Building Research Association of New Zealand (BRANZ) is an independent research
and testing organisation involved in understanding the design and construction of
the built environment in New Zealand. In addition to CodeMark certification, BRANZ
has a range of functions, including independent building product testing, assurance
and consultancy services, and it undertakes and commissions research (funded by
the Building Research Levy).”®
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Standards New Zealand “Explaining standards” https://www.standards.govt.nz/about/explaining-

standards/.
BRANZ “About BRANZ” https://www.branz.co.nz/about/.



https://www.standards.govt.nz/about/explaining-standards/
https://www.standards.govt.nz/about/explaining-standards/
https://www.branz.co.nz/about/
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Characteristics of residential building in New Zealand | Nga ahuatanga o te
hanga whare noho i Aotearoa
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2.68

2.69

2.70

Some characteristics of residential building in New Zealand have implications for the
nature of competition.

New Zealand is a geographically distanced island nation. New Zealand’s small market
can make it challenging to achieve efficient scale for domestic manufacturing.”® The
combination of a small market size and isolated geographic location (with associated
transport costs) can also make it less attractive to import products manufactured
overseas, relative to other countries.

The cyclical nature of New Zealand’s construction sector has been described as a
boom-bust cycle.”” This cyclical pattern of expansion and contraction may influence
domestic manufacturers’ and suppliers’ motivations to invest in capacity.”®

Notable historical events, such as ‘leaky homes’ and the Christchurch earthquakes in
2010 and 2011, have had significant influences in shaping the building regulatory
system as it stands today.”® It seems the regulatory and industry response to leaky
homes, in particular, has driven a focus on ensuring the weathertightness and
durability of homes, and conservatism in design and consenting that continues today.

Figure 2.4 below shows there has been some growth in larger-scale builders but that
the mix of smaller builder size has been broadly similar for the last decade, and
feedback we have received indicates there has not been notable industry change
since 2012. Figure 2.4 shows that approximately 50% of homes built in 2018 were by
builders who constructed fewer than 10 homes per year.
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Fletcher Building “Submission on residential building supplies market study preliminary issues paper”
(4 February 2022) at [24.2].

Ministry of Business, Innovation & Employment “New Zealand Sectors Report 2013 — Construction”
(November 2013) at 61, available at: https://www.mbie.govt.nz/assets/77439ddc45/Construction-
report-2013.pdf; National Association of Steel Framed Housing Inc “Submission on residential building
supplies market study preliminary issues paper” (4 February 2022) at 2.

[ 1.

John Gardiner “Practical issues with the building regulatory system for suppliers of building products —
An assessment” (3 August 2022) at [10] and [13].



https://www.mbie.govt.nz/assets/77439ddc45/Construction-report-2013.pdf
https://www.mbie.govt.nz/assets/77439ddc45/Construction-report-2013.pdf
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Figure 2.4 Market shares by builder size

Consents per annum, March years
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Source: Infometrics analysis, BCl New Zealand dataset.®

A number of submitters maintain that New Zealand has a prevalence of, and
preference for, bespoke housing, which is reflected in our varied existing housing
stock.®!

In 2012 the Productivity Commission described the industry as “a fragmented
‘cottage industry’ dominated by very small independent builders constructing
bespoke homes”, and also noted low productivity growth of the industry.8?
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Gareth Kiernan/Infometrics “Larger firms increase their share of residential building activity”
(October 2018), available at: https://www.infometrics.co.nz/article/2018-10-larger-firms-increase-
share-residential-building-activity.

Fletcher Building “Submission on residential building supplies market study preliminary issues paper”
(4 February 2022) at [12.1(a)]; HW Richardson Group Ltd “Submission on residential building supplies
market study preliminary issues paper” (4 February 2022) at 4;

[ I;
[ ]

New Zealand Productivity Commission - Te Kbmihana Whai Hua o Aotearoa “Housing Affordability”

(March 2012) at 8, available at: https://www.productivity.govt.nz/assets/Documents/9c8ef07dc3/Final-

report-Housing-affordability.pdf.



https://www.infometrics.co.nz/article/2018-10-larger-firms-increase-share-residential-building-activity
https://www.infometrics.co.nz/article/2018-10-larger-firms-increase-share-residential-building-activity
https://www.productivity.govt.nz/assets/Documents/9c8ef07dc3/Final-report-Housing-affordability.pdf
https://www.productivity.govt.nz/assets/Documents/9c8ef07dc3/Final-report-Housing-affordability.pdf
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While the Productivity Commissions observations about the small business
demographic appears still to hold at the time of this study, the number of multi-unit
homes has increased significantly since 2012, which indicates some degree of greater
standardisation.?3 84

Castalia, on behalf of the Affordable Building Coalition (ABC), submitted that a
consumer preference for bespoke housing should not be assumed, and that New
Zealand currently lacks a low-cost standardised-design house assembly segment of
the market.8> We agree that a consumer preference for bespoke housing should not
be assumed.

The acute demand and supply chain pressures the industry has faced in recent
times | Te kaha o te hiahia me nga pehanga whakarato putunga o na noa nei

2.75

2.76

An increase in demand for key building supplies, as well as supply chain pressures,
has led to supply shortages for some key building supplies during the course of this
study (for example, structural timber, plasterboard, and insulation).

Demand pressures are illustrated by the significant increase in consents for new
homes granted since 2020.87 Consents for alterations increased sharply during the
same period.®®
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84

85

86

87
88

Most construction businesses (97.9 per cent) were small businesses with fewer than 20 employees. Of
these, 65 per cent were sole operators with no employees, Ministry of Business, Innovation &
Employment “Building and Construction Sector Trends Annual Report 2022” (October 2022) at [3.1.2].
Ministry of Business, Innovation & Employment “Building and Construction Sector Trends Annual Report
2022” (October 2022) at [3.1.4], available at: https://www.mbie.govt.nz/building-and-
energy/building/building-system-insights-programme/sector-trends-reporting/building-and-
construction-sector-trends-annual-
report/#:~:text=Key%20findings%20from%20the%202022%20report,-
The%20building%20and&text=Activity%20across%20the%20sector%20remained,workforce%20pipeline
%20continued%20t0%20grow.

Castalia on behalf of Affordable Building Coalition “Submission on residential building supplies market
study draft report” (1 September 2022) at 11-12.

Lawrence Gullery “Builders face ‘shortages all over the place’ thanks to ‘beserk’ housing market and
Auckland’s lockdown” (5 September 2021)
https://www.stuff.co.nz/business/property/126289729/builders-face-shortages-all-over-the-place-
thanks-to-berserk-housing-market-and-aucklands-lockdown.

See Figure 2.1 above.

2021 saw an 11.7% increase in consents for alterations from 2020, compared with a 2.9% constant
annual growth rate for alteration consents for the period 2011-2021, [ 1.



https://www.mbie.govt.nz/building-and-energy/building/building-system-insights-programme/sector-trends-reporting/building-and-construction-sector-trends-annual-report/#:~:text=Key%20findings%20from%20the%202022%20report,-The%20building%20and&text=Activity%20across%20the%20sector%20remained,workforce%20pipeline%20continued%20to%20grow
https://www.mbie.govt.nz/building-and-energy/building/building-system-insights-programme/sector-trends-reporting/building-and-construction-sector-trends-annual-report/#:~:text=Key%20findings%20from%20the%202022%20report,-The%20building%20and&text=Activity%20across%20the%20sector%20remained,workforce%20pipeline%20continued%20to%20grow
https://www.mbie.govt.nz/building-and-energy/building/building-system-insights-programme/sector-trends-reporting/building-and-construction-sector-trends-annual-report/#:~:text=Key%20findings%20from%20the%202022%20report,-The%20building%20and&text=Activity%20across%20the%20sector%20remained,workforce%20pipeline%20continued%20to%20grow
https://www.mbie.govt.nz/building-and-energy/building/building-system-insights-programme/sector-trends-reporting/building-and-construction-sector-trends-annual-report/#:~:text=Key%20findings%20from%20the%202022%20report,-The%20building%20and&text=Activity%20across%20the%20sector%20remained,workforce%20pipeline%20continued%20to%20grow
https://www.mbie.govt.nz/building-and-energy/building/building-system-insights-programme/sector-trends-reporting/building-and-construction-sector-trends-annual-report/#:~:text=Key%20findings%20from%20the%202022%20report,-The%20building%20and&text=Activity%20across%20the%20sector%20remained,workforce%20pipeline%20continued%20to%20grow
https://www.mbie.govt.nz/building-and-energy/building/building-system-insights-programme/sector-trends-reporting/building-and-construction-sector-trends-annual-report/#:~:text=Key%20findings%20from%20the%202022%20report,-The%20building%20and&text=Activity%20across%20the%20sector%20remained,workforce%20pipeline%20continued%20to%20grow
https://www.stuff.co.nz/business/property/126289729/builders-face-shortages-all-over-the-place-thanks-to-berserk-housing-market-and-aucklands-lockdown
https://www.stuff.co.nz/business/property/126289729/builders-face-shortages-all-over-the-place-thanks-to-berserk-housing-market-and-aucklands-lockdown
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The COVID-19 pandemic has also placed pressures on the residential building
supplies industry, among others. As well as the impact of lockdown restrictions in
New Zealand, there has been major disruption to global supply chains.®?

The Government-mandated lockdown periods (including the Alert Level 4 lockdown
periods from 25 March 2020, and 17 August 2021) resulted in production outages
and loss of production where businesses closed down for prescribed periods.

A survey conducted by the Construction Sector Accord identified two key issues
facing the wider construction sector (including residential) in mid-2021 as being:*°

2.79.1 increases in the price of materials and supplies; and

2.79.2  shortages of materials and supplies, particularly structural and non-
structural wood products.

The survey also highlighted that although the COVID-19 pandemic was the main
driver of these issues, a large proportion of respondents also viewed it as
exacerbating pre-existing issues. Worldwide shipping was commonly identified as
being the cause of the issues, followed by delays in manufacturing.

Supply shortages for specific key building supplies can impact the entire construction
process and those working in it. For example, payments to builders for construction
work are often based on hitting key milestones (for example, internal wall lining),
which may cause flow-on disruptions for other industry participants.

This means that acute supply shortages for some key building supplies delay builders
achieving key milestones and this in turn delays payment and may impact project
cash flow, and in some cases, financial viability. If a milestone cannot be completed
on schedule, completion of the build may be delayed, which may also cause flow-on
disruptions for other industry participants. Similarly, homeowners may be affected if
the project is delayed or if the builder fails financially while the project is
incomplete.’!
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91

Ministry of Business, Innovation & Employment “Building and Construction Sector Trends Annual Report
2022” (October 2022) at 8-9, available at: https://www.mbie.govt.nz/building-and-
energy/building/building-system-insights-programme/sector-trends-reporting/building-and-
construction-sector-trends-annual-
report/#:~:text=Key%20findings%20from%20the%202022%20report,-
The%20building%20and&text=Activity%20across%20the%20sector%20remained,workforce%20pipeline
%20continued%20t0%20grow.

Construction Sector Accord “Construction Sector Accord supply chain research issued”

(21 September 2021), available at: https://www.constructionaccord.nz/news/news-
stories/construction-sector-accord-supply-chain-research-issued/.

[ 1.



https://www.mbie.govt.nz/building-and-energy/building/building-system-insights-programme/sector-trends-reporting/building-and-construction-sector-trends-annual-report/#:~:text=Key%20findings%20from%20the%202022%20report,-The%20building%20and&text=Activity%20across%20the%20sector%20remained,workforce%20pipeline%20continued%20to%20grow
https://www.mbie.govt.nz/building-and-energy/building/building-system-insights-programme/sector-trends-reporting/building-and-construction-sector-trends-annual-report/#:~:text=Key%20findings%20from%20the%202022%20report,-The%20building%20and&text=Activity%20across%20the%20sector%20remained,workforce%20pipeline%20continued%20to%20grow
https://www.mbie.govt.nz/building-and-energy/building/building-system-insights-programme/sector-trends-reporting/building-and-construction-sector-trends-annual-report/#:~:text=Key%20findings%20from%20the%202022%20report,-The%20building%20and&text=Activity%20across%20the%20sector%20remained,workforce%20pipeline%20continued%20to%20grow
https://www.mbie.govt.nz/building-and-energy/building/building-system-insights-programme/sector-trends-reporting/building-and-construction-sector-trends-annual-report/#:~:text=Key%20findings%20from%20the%202022%20report,-The%20building%20and&text=Activity%20across%20the%20sector%20remained,workforce%20pipeline%20continued%20to%20grow
https://www.mbie.govt.nz/building-and-energy/building/building-system-insights-programme/sector-trends-reporting/building-and-construction-sector-trends-annual-report/#:~:text=Key%20findings%20from%20the%202022%20report,-The%20building%20and&text=Activity%20across%20the%20sector%20remained,workforce%20pipeline%20continued%20to%20grow
https://www.mbie.govt.nz/building-and-energy/building/building-system-insights-programme/sector-trends-reporting/building-and-construction-sector-trends-annual-report/#:~:text=Key%20findings%20from%20the%202022%20report,-The%20building%20and&text=Activity%20across%20the%20sector%20remained,workforce%20pipeline%20continued%20to%20grow
https://www.constructionaccord.nz/news/news-stories/construction-sector-accord-supply-chain-research-issued/
https://www.constructionaccord.nz/news/news-stories/construction-sector-accord-supply-chain-research-issued/
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2.83 The rising cost of building supplies and supply chain pressures that have been
present over the course of this study have been well publicised in the media.®? Such
conditions are not conducive to good consumer outcomes. They can also expose
areas of fragility in supply chains. For example, the Alert Level 4 lockdowns appear to
have revealed building industry supply chain dependency on a small number of
suppliers in Auckland, as well as the industry’s exposure to shortages in key building
supplies such as plasterboard and structural timber.

2.84 Demand appears to have eased slightly since May 2022, with monthly consents for
new homes beginning to reduce, and long-term forecasts for residential construction
activity also dropping. 9% %% %>

2.85 Supply and demand for plasterboard and structural timber are reported to be coming
back into better balance. This does not mean that the challenging times for the
building industry are over. It appears that some of the impacts of global supply
constraints and rising cost of input materials for suppliers are still being felt.%®

2.86 We agree with the observations of the International Competition Network (ICN) in a
recently published Steering Group statement on the role of competition and
competition policy in times of economic crisis.’” In particular, competitive markets
are more flexible and resilient, and respond faster and more effectively to economic
disruptions. They promote economic growth and innovation in the long run.
Conversely, markets become more fragile and face a significantly higher risk of
systemic failure when they are consolidated and less competitive. Open and
competitive markets add resilience to respond to changes in supply chains.

92 For example, increasing costs and material shortages are impacting construction firms, Geraden Cann
“Construction ‘probably entering bust cycle’ with 92 companies liquidated this year” (29 May 2022)
https://www.stuff.co.nz/business/128740312/construction-probably-entering-bust-cycle-with-92-
companies-liquidated-this-year.

% As identified in Figure 2.1 above.

94 BRANZ and Pacifecon National Construction Pipeline Report 2022 (July 2022) at [3.1]-[3.3], available at:
https://www.pacifecon.co.nz/pipeline/index.aspx; [ ].

% It appears that supply issues impacting the market look to be stabilising. EBOSS “Q3 2022 Construction

Supply Chain Report (August 2022), available at: https://www.eboss.co.nz/construction-supply-chain-
report/q3-2022; The market for plasterboard appears to be moving to more ‘normalised’ levels of
demand, Tina Morrison “Plasterboard coming back into balance after step up in manufacturing,
imports” (8 October 2022) https://www.stuff.co.nz/business/129975853/plasterboard-coming-back-
into-balance-after-step-up-in-manufacturing-imports.

% Tina Morrison “Fletcher Building plans to increase Gib price by 15.4%” (5 November 2022)
https://www.stuff.co.nz/business/130387061/fletcher-building-plans-to-increase-gib-price-by-154.
97 ICN “ICN Steering Group Statement: The Role of Competition & Competition Policy in Times of Economic

Crisis” at 3, available at: https://www.internationalcompetitionnetwork.org/wp-
content/uploads/2022/10/SG Statement-Role-of-Competition-in-Times-of-Economic-Crisis-2022.pdf.



https://www.stuff.co.nz/business/128740312/construction-probably-entering-bust-cycle-with-92-companies-liquidated-this-year
https://www.stuff.co.nz/business/128740312/construction-probably-entering-bust-cycle-with-92-companies-liquidated-this-year
https://www.pacifecon.co.nz/pipeline/index.aspx
https://www.eboss.co.nz/construction-supply-chain-report/q3-2022
https://www.eboss.co.nz/construction-supply-chain-report/q3-2022
https://www.stuff.co.nz/business/129975853/plasterboard-coming-back-into-balance-after-step-up-in-manufacturing-imports
https://www.stuff.co.nz/business/129975853/plasterboard-coming-back-into-balance-after-step-up-in-manufacturing-imports
https://www.stuff.co.nz/business/130387061/fletcher-building-plans-to-increase-gib-price-by-154
https://www.internationalcompetitionnetwork.org/wp-content/uploads/2022/10/SG_Statement-Role-of-Competition-in-Times-of-Economic-Crisis-2022.pdf
https://www.internationalcompetitionnetwork.org/wp-content/uploads/2022/10/SG_Statement-Role-of-Competition-in-Times-of-Economic-Crisis-2022.pdf
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We also note that the Government has asked the Productivity Commission to hold an
inquiry into the resilience of the New Zealand economy to supply chain disruptions.®®
The inquiry will explore how New Zealand can build its economic resilience, with a
particular focus on competition, diversification, substitution, innovation, and
economic geography.®® The Productivity Commission’s inquiry may provide insights
for the building supplies industry, in addition to those from a competition
perspective in this study.

Climate change and implications for the future of building supplies | Te panoni
ahuarangi me ona panga ki te anamata o nga putunga hanga whare
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2.92

Government policy to address climate change will make it increasingly important for
residential housing (building structures and materials, and the construction process
itself) to be sustainable and to limit carbon emissions, as part of reducing the
emissions contribution of the construction industry as a whole.

It is also becoming more important for residential housing to be resilient to
withstand the effects of the changing climate. This is likely to include higher
temperatures, rising sea levels, more frequent extreme weather events, and changes
in rainfall patterns.®

Building for Climate Change (BfCC) is a long-term programme run by MBIE to reduce
emissions from constructing and operating buildings, and to make sure buildings are
prepared for the future effects of climate change. BfCC is likely to require the
introduction of new or innovative ‘green’ building supplies as a key pathway to
reducing the carbon footprint of residential housing.

Other programmes that promote low emissions buildings include:

2.91.1 Homestar, an independent rating tool for assessing the health, efficiency,
and sustainability of homes. Homestar is operated by the New Zealand
Green Building Council; and

2.91.2  Healthy Homes standards, which require specific and minimum standards
for heating, insulation, ventilation, moisture and drainage, and draught
stopping in rental properties.

Chapter 9 discusses new or innovative building materials, including ‘green’ building
supplies.

98

99

100

Hon Grant Robertson “NZ’s resilience to supply chain disruptions to be investigated” (8 November 2022)
https://www.beehive.govt.nz/release/nz%E2%80%99s-resilience-supply-chain-disruptions-be-
investigated.

New Zealand Productivity Commission - Te Kdbmihana Whai Hua o Aotearoa “Productivity Commission
investigating NZ’'s economic resilience to supply chain disruptions” (8 November 2022")
https://www.productivity.govt.nz/news/productivity-commission-investigating-nzs-economic-
resilience-to-supply-chain-disruptions/.

Ministry of Business, Innovation & Employment “Building and Construction Sector Trends — Annual
Report” (29 September 2021) at 5, available at: https://www.mbie.govt.nz/dmsdocument/16973-
building-andconstruction-sector-trends-annual-report-2021-pdf.
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Legislative reform and other policy processes | Te whakahou ture me étahi atu
tukanga kaupapa here

2.93

2.94

2.95

2.96

2.97

2.98

Chapter 4 outlines the ongoing legislative reform and other policy processes that
have been underway during this market study and are ongoing.

The most significant of these is the Government’s Building System Legislative Reform
Programme, being conducted by MBIE.

Phase 1 is nearing completion. The Building (Building Products and Methods,
Modular Components, and Other Matters) Amendment Bill received Royal Assent on
7 June 2021. This amendment legislation is accompanied by a set of new regulations
that address policy issues identified by MBIE. They are:

2.95.1  regulations relating to new minimum product information requirements
which will commence on 11 December 2023; and

2.95.2  regulations relating to a new Modular Components scheme (named
‘BuiltReady’) and strengthening of CodeMark.%*

In June 2022, MBIE implemented a range of actions to address the plasterboard
shortage, including releasing guidance for:192

2.96.1 designers, contractors and building owners regarding using building
products different to those originally specified; and

2.96.2 BCAs on how to manage product substitution.

On 21 June 2022, the Minister of Building and Construction announced the
establishment of a Ministerial Taskforce to look at what can be done to ease
plasterboard shortages.%3

On 21 July 2022, MBIE commenced consultation on a review of the building consent
system (Consent Review), releasing an issues discussion document.%*
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Building Performance “About BuiltReady” https://www.building.govt.nz/building-code-
compliance/product-assurance-and-certification-schemes/builtready/about-builtready/.

Building Performance “Plasterboard substitution in Aotearoa New Zealand”
https://www.building.govt.nz/projects-and-consents/build-to-the-consent/making-changes-to-your-
plans/plasterboard-substitution-in-aotearoa-new-zealand/.

Hon Dr Megan Woods “Plasterboard taskforce set up to ease shortages” (21 June 2022)
https://www.beehive.govt.nz/release/plasterboard-taskforce-set-ease-shortages.

Ministry of Business, Innovation & Employment “Issues discussion document: Review of the building
consent system” (21 July 2022), available at: https://www.mbie.govt.nz/have-your-say/building-
consent-system-review/.
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https://www.building.govt.nz/projects-and-consents/build-to-the-consent/making-changes-to-your-plans/plasterboard-substitution-in-aotearoa-new-zealand/
https://www.beehive.govt.nz/release/plasterboard-taskforce-set-ease-shortages
https://www.mbie.govt.nz/have-your-say/building-consent-system-review/
https://www.mbie.govt.nz/have-your-say/building-consent-system-review/
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The Consent Review will consider all elements of the building consent system,
starting from the point at which buildings are procured and designed. These
elements are identified by MBIE as:

2.99.1 institutions —how the regulatory regime is structured;
2.99.2  practice — how regulation is implemented; and
2.99.3  system management — how the building regulatory system is managed.

MBIE intends to report back on this review in 2023, enabling consideration of the
findings of this study in that process.

Certain other policy initiatives that have some relevance to our study include Rautaki
Hanganga o Aotearoa — New Zealand’s Infrastructure Strategy 2022-2052, and
Aotearoa New Zealand’s First Emissions Reduction Plan.1% 106 We discuss the
relevance of these initiatives in Chapter 9.

Most recently, in November 2022 the Government announced that it has:

2.102.1 established a Critical Materials Taskforce, which is intended to monitor
emerging supply chain risks and to provide guidance, advice, data and
information to inform MBIE’s Critical Materials and Products Work
Programme;*7 and

2.102.2 asked the Productivity Commission to hold an inquiry into the resilience of
the New Zealand economy to supply chain disruptions, as noted above.
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Te Waihanga, New Zealand Infrastructure Commission “Rautaki Hanganga o Aotearoa — New Zealand
Infrastructure Strategy 2022-2052” (2022), available at: https://strategy.tewaihanga.govt.nz/strategy.
Ministry for the Environment, Manati Mo Te Taiao “Emissions reduction plan” (16 May 2022), available
at: https://environment.govt.nz/what-government-is-doing/areas-of-work/climate-change/emissions-
reduction-plan/.

Hon Dr Megan Woods “Taskforce set up to protect construction industry from product shortages &
delays” (24 November 2022) https://www.beehive.govt.nz/release/taskforce-set-protect-construction-
industry-product-shortages-delays.
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Chapter3 Themes of our Maori stakeholder engagement |

Nga kaupapa o nga hui me nga kaiwhaipanga
Maori

Summary of findings

Our engagements with Maori in this study are important to give proper effect to
Treaty obligations and to ensure that Maori needs and priorities are properly heard,
understood and addressed to support them to achieve their aspirations within the
sector. We expect that supporting Maori in this way will also support improved
competition more broadly.

Treaty obligations require the challenges in residential construction to be addressed.
Maori are active participants across the industry.

Maori experience challenges with the building regulatory system and the consenting
process, some of which are shared with other submitters and some of which reflect
needs and aspirations that are unique to Maori.

Strong relationships are critical and are particularly important to Maori.

Support is needed to grow capability and capacity among the Maori workforce and
among Maori businesses.

There are challenges in delivering better housing outcomes for Maori. Although
improvement of housing outcomes generally falls outside the scope of this study, we
consider that addressing the issues identified, and improving competition, can
contribute to this goal.

Introduction | Kupu whakataki

3.1

3.2

3.3

This chapter describes the key themes arising from our engagement through this
study with Maori stakeholders.

Chapter 1 sets out our commitment to engaging with Maori and supporting future-
focused Maori-Crown relationships, through taking a good-faith, collaborative
approach to engaging with Maori, and our commitment to better understanding, and
better reflecting, Maori perspectives in our work. We also acknowledge the
important role matauranga Maori has in finding solutions to challenges.1%8

To follow through on that commitment in this study, we hosted a hui Maori in
May 2022 as part of our work towards the draft report. A detailed summary of the
key themes from the hui can be found in He Kohinga Korero, which we published
alongside the draft report.10®
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See paragraphs 1.60 to 1.68 above.
Commerce Commission “He Kohinga Korero — Engagement with Maori on Residential Building Supplies
Market Study — Summary of key themes” (4 August 2022).
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3.8
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We also dedicated a session at the consultation conference, held following the
release of the draft report, to hearing from Maori.**°

We would like to thank those who took the time to contribute to this aspect of the
study, whether through attending the hui or the Maori caucus session at the
consultation conference, making a written submission, or speaking with our project
team.

These engagements are important to give proper effect to Treaty obligations and to
ensure that Maori needs and priorities are properly heard, understood and
addressed to support them to achieve their aspirations within the sector. We expect
that supporting Maori in this way will also support improved competition more
broadly.

The interested parties who engaged with us described uniquely Maori experiences of
the building regulatory system and some uniquely Maori priorities for building. Other
issues described were common across the industry, affecting Maori and non-Maori
similarly.

The key themes to emerge and which we cover in this chapter are:

3.8.1 Treaty obligations require the challenges in residential construction to be
addressed;

3.8.2  Maori are active participants across the industry;

3.8.3  Maori experience challenges with the building regulatory system and the
consenting process, some of which are shared with other submitters and
some of which reflect needs and aspirations that are unique to Maori;

3.8.4  strong relationships are critical and are particularly important to Maori;

3.8.5 support is needed to grow capability and capacity among the Maori
workforce and among Maori businesses; and

3.8.6  there are challenges in delivering better housing outcomes for Maori.

Treaty obligations require the challenges in residential construction to be
addressed | E ai ki nga takohanga a-tiriti me whai ki te whakatau i nga wero i
roto i te hanganga whare noho

3.9

We heard and acknowledge that Treaty obligations, across government, require the
challenges in the residential construction sector to be addressed, and central to this
is enabling Maori to do things for themselves.!!

110

111

Residential building supplies market study — Day 3 transcript of consultation conference

(29 September 2022).

Commerce Commission “He Kohinga Korero — Engagement with Maori on Residential Building Supplies
Market Study — Summary of key themes” (4 August 2022) at 2.
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3.11
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We heard that there has been an historic failure to involve Maori in decision-making
and Treaty obligations have not been adequately prioritised.!'? It was also
emphasised that optimal outcomes require a co-ordinated, whole of government
approach, working together with M3ori.!'3 We heard that, at times, there is
unnecessary duplication of effort. Working independently risks depriving some
initiatives of the scale that they need to be effective.!*

One participant noted that there was a need to challenge councils to take action to
deal with Maori in accordance with their Treaty obligations, including relationship
building with M3ori to support issues when they arise.'*

Maori are active participants across the industry | He kaha tonu te kuhu a te
Maori i a ia ano puta noa te motu

3.12

3.13

Maori are active participants across the construction industry: significantly
represented in the labour component of the industry, but also as major residential
developers and landlords, and Maori-owned SME building companies are active
throughout New Zealand.!'® M3ori are also involved in building design and
distribution, and interested in ‘green’ building supplies and opportunities in OSM.!’
However, Maori appear to be comparatively under-represented in sector leadership,
for example, at the decision-making and Board level, and it appears difficult to
identify and access opportunities for leadership.1*®

We outline this involvement in more detail in Chapter 2 and we discuss below the
ways in which Maori participation in and significance to the industry could be better
supported in a number of ways.
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National Maori Authority “Submission on residential building supplies market study draft report
(31 August 2022) at 2 and 6.

National Maori Authority “Submission on residential building supplies market study draft report
(31 August 2022) at 4 and 6; Residential building supplies market study — Day 3 transcript of
consultation conference (29 September 2022) at [943]-[962]; National Maori Authority “Cross-
submission on residential building supplies market study draft report” (13 October 2022) at 3.
Residential building supplies market study — Day 2 transcript of consultation conference

(28 September 2022) at [3870]-[3882]; Residential building supplies market study — Day 3 transcript of
consultation conference (29 September 2022) at [223]-[229]; National Maori Authority “Cross-
submission on residential building supplies market study draft report” (13 October 2022) at 1.
Commerce Commission “He Kohinga Korero — Engagement with Maori on Residential Building Supplies
Market Study — Summary of key themes” (4 August 2022) at 6.

See above at paragraphs 2.14 and 2.16-2.17.

National Maori Authority “Submission on residential building supplies market study draft report”

(31 August 2022) at 5; Residential building supplies market study — Day 3 transcript of consultation
conference (29 September 2022) at [344]-[369].

See above at paragraph 2.15.

”
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There are challenges with the building regulatory system and the consenting
process | Ina te kaha o nga wero i te punaha ture hanga whare me te tukanga
whakaaetanga

3.14

3.15

3.16

3.17

3.18

Maori experience challenges with the consenting process, rising building costs, and
supply chain disruption. Some of these issues reflect a shared experience with other
participants in the building regulatory system. Some reflect a uniquely Maori
perspective.

We heard that BCAs are restrictive in what they consent and what they do not
consent. Examples of issues experienced and shared with other submitters to this
study include that building consents can be costly and take a long time to issue; that
there are differences in interpretation between BCAs and between individual
consent officers of a BCA; and that some consent officers do not understand the
trade, which can lead to unnecessary increased costs.!?

We also heard that Maori can find it difficult engaging and communicating with BCAs
and that while Maori may prefer to communicate through conversation rather than
“by email”, councils tend to require that most communication be in writing.*?° This
point is related to one that follows about the importance of fostering strong working
relationships.

Maori also described some consenting challenges associated with building
papakainga on communally owned Maori land, which includes requirements for
houses to be relocatable (limiting options for building supplies), as well as difficulties
in raising finance (currently only one bank finances the papakainga model).?1, 122

In addition, some Maori told us their views have not been heard through Resource
Management Act and Council spatial planning processes, with an example given that
some councils have not listened to Maori perspectives relating to issues such as
Maori land ownership and the importance to Maori of developments having a
community focus.'>®> While not all of these issues fall within the scope of this study,
some of the challenges that Maori face within the building regulatory system appear
unique to Maori and others have impacts for Maori that differ from the impacts
experienced by others.
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Commerce Commission “He Kohinga Korero — Engagement with Maori on Residential Building Supplies
Market Study — Summary of key themes” (4 August 2022) at 4-5.

Commerce Commission “He Kohinga Korero — Engagement with Maori on Residential Building Supplies
Market Study — Summary of key themes” (4 August 2022) at 4.

Commerce Commission “He Kohinga Korero — Engagement with Maori on Residential Building Supplies
Market Study — Summary of key themes” (4 August 2022) at 5.

Te Puni Kokiri, the Ministry of Maori Development “Supporting new homes and papakainga” (21
September 2022) https://www.tpk.govt.nz/en/nga-putea-me-nga-ratonga/maori-housing-
support/supporting-new-homes-and-papakainga.

Commerce Commission “He Kohinga Korero — Engagement with Maori on Residential Building Supplies
Market Study — Summary of key themes” (4 August 2022) at 5.
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Strong relationships are critical and are particularly important to Maori | He
mea nui whakahirahira nga taihononga ki te Maori

3.19

3.20

3.21

3.22

3.23

3.24

3.25

3.26

Fostering strong relationships is critical and we heard how important this is for
Maori. As noted above, Maori relationships with government actors need to be
strengthened to give effect to Treaty obligations. A number of other relationships in
the building industry also could be strengthened.

For example, strong relationships between BCAs and builders from the outset of
projects were emphasised as critical to ensuring projects can be completed on time
and in accordance with the Building Code.'* They may also make it easier to
communicate, understand and find solutions for any bespoke building needs.

We heard that some BCAs and Maori organisations are already making concerted
efforts to build strong relationships, with successful results. It was considered that
reductions in project risk and consent failure rates could be achieved where
relationships are prioritised through, for example, face-to-face discussions with BCAs
at planning stages of building projects.!?®

Additionally, we heard that there is a need to develop stronger relationships both
among BCAs and between BCAs and Maori.

We heard that specifically in relation to Maori, BCAs could benefit from a stronger
focus on incorporating a Te Ao Maori viewpoint in their work and establishing
appropriate relationships to assist with doing so.12¢

The National Maori Authority’s submission suggested that this needs to go further,
with Maori having a voice and influence in the consenting design process on issues
such as which products are approved for use and, more broadly, which products
enter New Zealand.'?’

Other significant relationships were identified as important at a business-to-business
level.

We heard the importance of developing a strong network of Maori businesses.?®

With many Maori businesses in the industry being small-to-medium enterprises,
attaining expertise also necessitates working alongside non-Maori businesses.
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See paragraph 3.9 above. See also: Residential building supplies market study — Day 3 transcript of
consultation conference (29 September 2022) at [610]-[651], [687]-[691], [761-764] and [826]-[829].
Residential building supplies market study — Day 3 transcript of consultation conference

(29 September 2022) at [590]-[635].

Residential building supplies market study — Day 3 transcript of consultation conference

(29 September 2022) at [771]-[775] and [884]-[904].

National Maori Authority “Cross-submission on residential building supplies market study draft report
(13 October 2022) at 1-2.

Residential building supplies market study — Day 3 transcript of consultation conference

(29 September 2022) at [912]-[917].
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One suggestion for improvement was to facilitate knowledge transfer through tender
allocations (whether through public or private procurement), with a certain
percentage of the work awarded to Maori businesses on large build projects, working
alongside the lead contractor.'?® This would assist in developing skills, experience
and track record in large-scale projects and, over time, assist Maori businesses in
growing scale.

We heard that relationships need cultivating in order for Maori businesses to be able
to compete effectively with the incumbents.!3¢

We note and agree with the observations made about the importance of fostering
strong relationships. This has relevance to competition for key building supplies
particularly where it relates to the building consent process, and to assisting Maori
businesses to grow scale.

We therefore support the direction of MBIE’s review of the building consent system
to address any barriers to Maori in determining and fulfilling their own social,
cultural and economic aspirations.!3!

Support is needed to grow capability and capacity | Ma te whai tautoko e piki
ai te aheinga me te rauhanga

3.31

3.32

The importance of fostering strong relationships is connected with a further key
theme, which is that support is needed to assist Maori in the sector to build
capability and capacity to realise their aspirations.

Participants in our hui told us that Maori are significantly represented in the labour
component of the industry, but there is very little representation at the decision-
making and Board level and few pathways into those roles.'32 We heard examples of
how this affects outcomes for M3ori involved in the building industry.33
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Residential building supplies market study — Day 3 transcript of consultation conference

(29 September 2022) at [1072]-[1111] and [1126]-[1138].

Commerce Commission “He Kohinga Korero — Engagement with Maori on Residential Building Supplies
Market Study — Summary of key themes” (4 August 2022) at 9-10; Residential building supplies market
study — Day 3 transcript of consultation conference (29 September 2022) at [967]-[1084];

[ 1.

Ministry of Business, Innovation & Employment “Issues discussion document: Review of the building
consent system” (21 July 2022) at 36, available at: https://www.mbie.govt.nz/have-your-say/building-
consent-system-review/.

See also: Ministry of Business, Innovation & Employment “Maori in the Labour Market —

December 2020 Quarter (unadjusted)”, available at: https://www.mbie.govt.nz/dmsdocument/13559-
maori-in-the-labour-market-december-2020-quarter-unadjusted/.

Commerce Commission “He Kohinga Korero — Engagement with Maori on Residential Building Supplies
Market Study — Summary of key themes” (4 August 2022).
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We heard that Maori are interested in being involved, including as business owners,
at all levels of the supply chain for residential building supplies.'3* We also heard
about the opportunities that Maori see in encouraging uptake of new building
methods and products, and particularly in developing scale in respect of these.
There was reference to the government’s procurement policy, through which
mandated agencies have a target of 5 per cent of contracts being awarded to Maori
businesses.13®

135

We heard that in some instances, support will be required to upskill and upscale to
access these opportunities.’3” For example, government agencies seek to contract
with Maori businesses in part because of procurement policies. However, we were
told that many Maori businesses are not currently able to profit from these
opportunities because they do not possess the requisite expertise to participate in
procurement processes (for example, with pricing and tendering for larger-scale
building projects).t38

Interested parties highlighted a number of industry-led initiatives that appear
particularly promising in working towards realising these aspirations:

3.35.1 The initiatives supported by the Construction Sector Accord and its Maori
advisory group, Kotuia te hono.'*

Specifically in relation to Maori, the Accord is working to develop Maori
end-to-end supply chains, grow Maori SME capability (including to equip
more Maori SMEs to tender for larger and more complex work), support a
construction mentorship programme for Maori and explore procurement
options such as establishing Maori procurement panels.14°
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Residential building supplies market study — Day 3 transcript of consultation conference

(29 September 2022) at [230]-[234] and [365]-[369].

Residential building supplies market study — Day 3 transcript of consultation conference

(29 September 2022) at 7-12.

Residential building supplies market study — Day 3 transcript of consultation conference

(29 September 2022) at [929]-[933]; Te Puni Kokiri, the Ministry of Maori Development “Progressive
Procurement” https://www.tpk.govt.nz/en/a-matou-whakaarotau/maori-economic-
resilience/progressive-procurement.

Residential building supplies market study — Day 3 transcript of consultation conference

(29 September 2022) at [457]-[466].

Residential building supplies market study — Day 3 transcript of consultation conference

(29 September 2022) at [967]-[1041].

Construction Sector Accord “New operating model for Construction Accord” (2 August 2022)
https://www.constructionaccord.nz/news/news-stories/new-operating-model-for-construction-
accord/.

Residential building supplies market study — Day 3 transcript of consultation conference

(29 September 2022) at [905]-[939]; Construction Sector Accord “Construction Sector Transformation
Plan: 2022-2025” (July 2022) at 25, available at: https://www.constructionaccord.nz/transformation-

plan/.
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3.35.2  Platforms such as Amotai, originally developed by Auckland Council.*4!

Amotai is a supplier diversity intermediary that, using its database,
connects Maori and Pasifika-owned businesses with buyers wanting to
purchase goods, services and works. It also supports those buyers to better
engage with Maori and Pasifika-owned businesses.'*?> We heard that such
databases are both useful for diversifying procurement and can assist at a
broader level by facilitating consultation with Maori working in various
industries.143

3.35.3  The BRANZ-developed Artisan platform.

This has the potential to improve outcomes for those living and working in
more remote locations, such as rural areas where Maori disproportionately
live.144 Artisan is a digital solution which enables remote inspections. A
consented project is set up by a BCA in Artisan with a “shot” specific to
each build stage check. Builders and subcontractors take photos and
videos on Artisan, whereupon inspectors can review, communicate with
the build team and sign off work virtually.4>

We acknowledge that this work is underway and support its expansion as a means of
enhancing Maori capacity and capability in the sector. We expect that this will have
flow-on effects for competition for key building supplies.

Challenges in delivering better housing outcomes for Maori | Nga wero o te
tuku huanga whare noho pai ake mo te Maori

3.37

3.38

Some broader themes relating to improving housing for Maori were also raised in our
engagement with Maori stakeholders. Improvement of housing outcomes generally
falls outside the scope of this study. However, we consider that addressing those
issues identified above, and improving competition, can contribute to this goal.

The supply of housing stock to regional and rural areas was raised as an important
issue needing further focus. This is because Maori have a higher proportion of the
population living in small urban areas (14.7% of the Maori population) and rural
areas (18.0%), compared with the total population (10.0% and 16.3% respectively).14®
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Amotai “Our Founding Story” https://amotai.nz/news/our-founding-story.

Amotai “About Amotai” https://amotai.nz/about.

Residential building supplies market study — Day 3 transcript of consultation conference
(29 September 2022) at [927]-[962].

Residential building supplies market study — Day 3 transcript of consultation conference
(29 September 2022) at [792]-[817].

BRANZ “Artisan” https://www.branzartisan.nz.

Environmental Health Intelligence New Zealand “Urban-rural profile”
https://www.ehinz.ac.nz/indicators/population-vulnerability/urbanrural-profile/.
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Challenges identified included the cost of transport, frequency of supply, and limited
competition (often a single supplier that controls the market), leading to higher
costs. Developing OSM at scale and transporting it to the regions was regarded as a
promising solution.4’

We note, at a government level, the work of HUD and MAIHI Ka Ora —the National
Maori Housing Strategy, which was co-developed by the Crown and Maori.**® This
strategy is described as “elevat[ing] the Maori and Iwi Housing Innovation (MAIHI)
Framework for Action [and] providing a strategic direction that puts Maori at the
heart of Aotearoa New Zealand’s housing system”.14°

Alongside this is the MAIHI Ka Ora Implementation Plan, which sets out specific plans
for 2021-2024.2° MAIHI Ka Ora is primarily focused on the delivery of better housing
outcomes for Maori as end users—it aims for the Crown and Maori to work together
in genuine partnership towards a shared vision that “all whanau have safe, healthy,
affordable homes with secure tenure, across the M3ori housing continuum”.>!

In pursuing this aim there is significant scope for growth for Maori businesses
throughout the supply chain. For example, the strategy’s prioritisation of Maori-led
local solutions necessitates empowering iwi and hapd.'>? These groups would in turn
be well-placed to identify local Maori businesses that could deliver the projects
required.

A recent development relating to OSM is the partnership between HUD and Toitd
Tairawhiti through the Whai Kainga Whai Oranga programme, which recently opened
the new Toita Tairdwhiti BuiltSmart OSM facility in Gisborne.*>3 BuiltSmart creates
completely finished houses to be transported elsewhere. This type of partnering and
co-investment in innovative solutions has the potential, over time, to transform the
industry as well as delivering real housing solutions and tangible benefits for Maori.
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(29 September 2022) at [514]-[543].

In particular, by HUD in partnership with Te Puni Kokiri, the Ministry of Maori Development.

Te Thapapa Kura Kainga, Ministry of Housing and Urban Development “MAIHI Ka Ora — the National
Maori Housing Strategy” https://www.hud.govt.nz/our-work/maihi-ka-ora-the-national-maori-housing-
strategy.

Te Thapapa Kura Kainga, Ministry of Housing and Urban Development “MAIHI Ka Ora: The National
Maori Housing Strategy — Implementation Plan” (11 March 2022), available at:
https://www.hud.govt.nz/documents/new-t17-document-page-6/.

Te Thapapa Kura Kainga, Ministry of Housing and Urban Development “MAIHI Ka Ora: The National
Maori Housing Strategy” (2021) at 3, available at: https://www.hud.govt.nz/documents/new-t17-
document-page-5/.

Te Thapapa Kura Kainga, Ministry of Housing and Urban Development “MAIHI Ka Ora: The National
Maori Housing Strategy” (2021) at 15, available at: https://www.hud.govt.nz/documents/new-t17-
document-page-5/.

Megan Woods and Peeni Henare “Government partners with Toitt Tairawhiti to deliver up to 150 new
homes for whanau” (11 May 2022), available at: https://www.beehive.govt.nz/release/government-
partners-toit%C5%AB-tair%C4%81whiti-deliver-150-new-homes-wh%C4%81nau; Stuart Nash and Peeni
Henare “Toitl Builtsmart to deliver homes and jobs to Tairawhiti” (28 October 2022), available at:
https://www.beehive.govt.nz/release/toit%C5%AB-builtsmart-deliver-homes-and-jobs-
tair%C4%81whiti.
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3.44 Initiatives such as this may also help to meet concerns expressed by the National
Maori Authority that government processes are slow to adapt and to adopt
innovation, such as that offered by matauranga Maori.*>* It said further that there
are a range of disruptive practices available that could open the door to substitute
products.’® In its view, there is also a need for funding for Maori research projects,

to be led by M3ori.1>®

154 National Maori Authority “Submission on residential building supplies market study draft report”
(31 August 2022) at 3-6.
155 National Maori Authority “Submission on residential building supplies market study draft report”
(31 August 2022) at 5-6.
156 National Maori Authority “Cross-submission on residential building supplies market study draft report”

(13 October 2022) at 3.



58

Chapter 4  Building regulatory system | Piinaha ture hanga

whare

Summary of findings

The building regulatory system is making it difficult for competing suppliers of key
building supplies to enter the New Zealand market and expand their businesses.
Despite the flexibility that is available in the system to use and adopt new products, it
is too slow, costly and uncertain to get them accepted for general use. This is due to
the combined effect of:

o) the way the building regulatory system (comprising the Building Act and
various related instruments and processes, most relevantly the Building Code,
the processes and methods that facilitate or that can be used to demonstrate
compliance with the Building Code and the consenting system) is applied to
building products; and

o the decision-making behaviours of designers, builders, BCAs and government
agencies in response to and in applying the different elements of the building
regulatory system.

The Building Code and associated instruments and processes are complex to navigate.
The Building Code uses qualitative words and phrases to set performance criteria for
building work and for building products. Establishing what the qualitative words and
phrases mean in practice generally involves starting with the Standards currently
referenced in Acceptable Solutions and Verification Methods. It is those Standards
that are generally used to establish the required performance criteria for products.
These compliance pathways for building products (ie, through Acceptable Solutions
and Verification Methods, and referenced Standards) are narrow and there are few
‘streamlined’ processes.

These pathways have their origins in the National Standards under the Building

Act 1991 and, while they are not the only means of complying with the Building Code,
they have become embedded as “how we build here”. These compliance pathways
have not been expanded to keep pace with contemporary building practices or the
development of new products, limiting the potential for competition from alternative,
new or innovative building supplies.

The building regulatory system does not enable timely response to changing markets
and innovations in building products. It continues to incentivise designers, builders
and BCAs to favour familiar building products over new or competing products.

The practice of designers specifying products by brand in building plans and consent
applications and the perceived difficulty and cost of product substitution incentivises
builders to continue to use the specified brands.

The building regulatory system is complex to navigate makin