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Summary

Senior Building Industry representatives present debated the fifteen key issues that had emerged

from strategy debates of recent times. These were prioritised and assigned an owner. The table

below summarises key issues, their priority and ownership assigned. The issues outlined in bold

were agreed to have the highest priority.

An overarching issue was the leadership vacuum within the industry itself, and industry’s

opportunity to engage more meaningfully with Government. Strong and credible leadership was

repeatedly identified during the meeting as an important contributor to making progress on the

issues examined.

The meeting agreed in principle to the concept of a Construction Industry Strategy Group, to speak

on behalf of the industry as a whole, and maintain a strategic overview of work being carried on the

issues discussed. It agreed that this group would not do the work concerned, but function as a

coordinating and focal point, and be able to engage with Government providing advice, and

overseeing progress made/needed.

The outcomes of the meeting, and some of the detail involved, were reported to the Minister, and

the Chief Executive Officer of the Department of Building and Housing. The Minister welcomed the

CISG initiative, and promised his continuing interest once it was properly constituted.

ISSUE Priority Owner

Leadership A Construction Industry Strategy Group
Flawed Liability Assignment A DBH, (Law Commission?)
Bureaucracy, BCA Amalgamation A DBH

Skills, Capability A ITOs, Institutes of Technology
Weathertightness A DBH, Sector (BRANZ as technical ‘neutral’)
Productivity A Industry and Crown

Building Act Review A All

Product Certification A DBH

Licensed Building Practitioners A All

Tax - 2010 Budget A Not Discussed
Construction Industry as a Profession B Professional Associations (see Leadership)
Standardisation B Not Discussed

Industry Value Case C BRANZ

SMEs, Builders training in business skills C ITOs or industry bodies (TBC)

Roles C Not Discussed
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Minutes of Meeting

1 Welcome and Apologies

Bill Smith opened the meeting thanking those who prepared background material for the meeting.
Pieter Burghout introduced BRANZ's need to have industry agreement around a research agenda,
the “Building The Future” work that BRANZ has done to kickstart the debate, as well as the need to
progress recommendations made by the Productivity and Urban Intensification Taskforces.

2 Introductions

3 Recap of previous work

Gordon Buswell recapped what was discussed at the earlier BIF/BRANZ strategy session, with RBMF
and CBANZ. “Flying in formation doesn’t mean holding your place always; it just means everybody
else knowing where you are to maintain the group integrity”.

Leadership, Building act review, LBP, and reducing red tape were the key issues that arose from the
earlier session.

4 Objectives of the day
David Anderson covered these.

5 Integration of outputs

The meeting debated the outputs of the previous work, as described by Gordon Buswell, and the
two industry Taskforces, and assigned them both priorities and notional owners where these could
be appropriately identified.

The issues are covered below in the order in which they arose on the day. The discussion minutes
are largely verbatim, with * denoting each different speaker during the debate.

Value Case Priority - C Owner - BRANZ

There was not a lot of discussion around this issue. The rationale was clear and the work clearly
important, but not a high priority.

Flawed Liability Assignment Priority - A Owner — DBH, Law Commission?

The group debated this at length, and initially assessed it as Priority B, as there is little industry could
do to change the law, despite its importance. As the meeting progressed, the issue of liability arose
repeatedly, and there was soon agreement that this was a Priority A issue. There are potential
solutions in the form of guarantee schemes, which offer a contractual means by which proportional
liability can be assigned inside of the current law, but these require substantial work before a wide-
reaching solution can be adopted.



Discussion

* |s there any chance of actually changing this —is it a dead issue for the government? * There may
not be a plausible solution — it would involve rewriting the entire contractual law framework. *
They’ve done it in NSW, and introduce proportionate liability. * The timeframe may be too short to
actually change this. * Is there a way of reframing the issue? * At the macro level, it’s OK, but at the
detail level it’s fraught. * The actual issue is not the law, but it’s at the point where the work is being
done. * It’s a really big call to change the law, when we’re not sure that the law is the problem. *
NSW system is commercial or residential? It’s a hugely complex issue. * Not sure of the boundaries
of the NSW system. * Mandatory insurance would be needed. * Is bonding a potential solution?
Where are we at with that? * At the residential level, the home warranty scheme must be the
solution to this. * This is an underlying theme in a lot of the other issues raised — if everything else
was fixed, is this still an issue?

Bureaucracy, BCA Amalgamation Priority - A Owner - DBH

Two primary concerns were the subject of the initial discussion: duplication of effort amongst BCAs,
and inconsistency of decisions between them. A third concern, Quality Assurance, highlighted a
cultural issue for the sector — there is an expectation that some of the quality can be “inspected in”
at the end of a job.

Discussion

* Massive duplication of effort across BCAs is the issue — the key to it is better efficiency by shared
resources, and reducing the duplication of effort. * This summary was originally written from the
point of view of a materials supplier, so the “duplication of effort” point of view wasn’t there. The
latter is a solid issue. * This goes very deep into the productivity argument — its going to be easier to
change things if BCAs were amalgamated. * So changing how they operate is just as important as
consolidation, and the quality of outputs is another. * If home warranties etc are running well, BCAs
may well need to function differently. * It’s actually a cultural issue. * There’s a huge change needed
in the industry to embrace QA principles, from a cultural perspective. Front-load the thinking, rather
than back-loading it (duck and dive later, Inspect-in quality) * Licensing is about individuals rather
than companies. * Need to focus on the desired outcomes, to figure out what causes the problems.
Res- and non-res are different, and may have different solutions. * So the statement in the summary
is incomplete — it needs to have implications of a “single TA” included, as per the Auckland
consolidation.

Skills, Capability Priority - A | Owner — ITOs, Tech Institutes |

The group agreed that this was a high priority issue, ultimately expressed in terms of a lack of future-
focus from the industry. Given the lead time needed to create new skills (trade or management), and
the lack of a strong “brand” for careers, it was also identified as one of the more urgent issues on
the agenda.



Discussion

* The problem here is that we simply don’t have the skills — it actually influences all of the 15 issues
here. * We don’t take this seriously enough, we don’t even know how many apprentices we need. *
| think we over-emphasise the importance of trade skills. It’s actually an issue of overall skills, and
most importantly leadership. Not just looking right, but leading right. Achieving more with less
requires leadership far more than it does trade skills. * Skills are a national asset, but they come at a
private cost. No matter how nice we are about it, it comes at a cost, and unless there is some
national input there can not be national ownership. * There is no industry influence on the supply
side — ie Government funding of skills training, and even wider to influence the whole skills system,
outside of ITOs. There is also a lack of industry grasp of where it wants to go(some sort of vision),
and how skills can contribute to this. * So what are you looking for private organisations to deliver
under an agreed industry strategy? * Need to understand certainty of demand, and also influence of
demographics. Further, we need to demonstrate that there is a career in this industry — no need to
g0 overseas.

SMEs, Builders training in business skills Priority - C | Owner — ITOs or industry bodies

Although there was a lot of discussion on this, it was agreed to be a low priority compared to other
more pressing issues. There was agreement that industry bodies may well be the best vehicle to get
the right business skills training (it is not a one-size-fits-all deal) to their own members. A general
theme was that a company’s skills and competence were its own business, and the focus for
Industry/Government should be on enablers and barriers.

Discussion

* LBP (14.2.2) doesn’t necessarily cover the business skills thing. * It may well be in the wrong place.
* Who needs to own this? * Sector needs to get together to figure out what skills are needed, in a
non-academic way. * CBANZ tried this through a business mentoring process. * This used to be a skill
we had, in MoW days. At that time there was a clear view of a career path once you went into the
building sector. * Would be good to get a handle on what skills are actually needed. * Business skills
might need to include how we take on contracts, and what’s needed to support this. *Whose
ownership? * The ITOs are statutorily obliged to do this. * Surely market forces need to prevail here?
Skills are a source of competitive advantage, and if you don’t have them you drop out. * These are
fairly specialised skills and “differently needed” people to receive them. * You can make a case that
there are some special requirements for maybe 50% of those in need, but beyond that its free-
market. * Isn’t this partly the role of organisations like ACENZ? * This is why a lot of these bodies
come into being? * Barriers to entry are really important in keeping those that can’t run a business
out before they can do damage. * Does Business NZ Have this issue with its members? * EMA and a
few others do provide these courses.

Industry Leadership Priority - A Owner — CISG

Deferred in general discussion, later picked up as an overarching theme for the CISG.



Weathertightness Priority - A Owner — DBH, Sector (BRANZ for
neutral technical input)

This was the primary issue that caused the review of the priority assigned to Flawed Liability
Assignment (above), from B to A. There is a realisation that there are two high-level themes in the
Weathertightness space: New-Build, and Repair. Further, under “Repair”, it is clear that there are
two phases: Diagnosis, and Remediation. There were no dissenting opinions that this issue was
Priority A.

Discussion

* This is a major issue — the only people winning at the moment right now are lawyers. * Needs to be
totally reframed. * So who owns this anyway? RMBF and CBANZ are advising their members to not
get involved. * Is industry ownership the best way? * What is DBH doing? * Working with BRANZ on
a remediation guide, and we’re also very keen to get the builders together to see WHY they’re not
getting involved in repair. IS it just liability? * So what's the technical situation regarding what needs
to be done? * Its about not ripping the whole house down to fix $10K of bottom plate damage. * We
need to get to the reason why this is an issue? It’s not the slab, it’s not the framing — it’s the
detailing. * The only way its going to get sorted is if the liability issue is taken off the table. No
guarantees from large builders unless they knock it down and start again. * A first step is in
separating the assessment from the remediation. * Nobody wants to stand up and be counted, the
lawyers are running the show. We won’t get a proper solution until there’s not liability hanging over
the resolution process.

Construction Industry as a Profession Priority - B Owner — Professional
Associations (see Leadership)

A view developed reasonably consistently that the construction industry could do with a better
image, but that that image would be improved just as much by addressing the other key issues on
the table at this meeting than by concerted targeted action on “image” or “brand” alone.

Discussion

* |s this a strategic issue where LBP is a tactical one? * Once pay rises, you’ll get a better class of
people in it. * Put it in there because it was a major means by which the industry could bring about
change. Too many cowboys previously, need to raise the view of the industry as a professional one.
* There's a very telling survey from last year: 85% of people who’ve just had a house built don’t want
to repeat the experience. * So what actually IS the problem? * It goes right back to school, where
the industry is not sexed-up enough to attract the best and brightest, and on top of that (and maybe
as a result of it) there’s insufficient literacy and numeracy in the industry. * A frequently raised issue
with BIF is that during the boom, construction was glamorous. In recession, the message is “don’t go
there”. * Customer education has part to play here. * Also issues of greener pastures; we loose lots
of skills to overseas. * Ownership is an integrated issue. Naylor Love’s very best site manager is also
an architect — so there needs to be some sort of cross-fertilisation in to achieve best results.




Productivity Priority - A Owner — Industry and Crown

It was agreed that this was one of the most important issues on the table. The discussion was
revealing, with several Productivity Task Force members at the meeting, including the Chair. The
discussion raised two points that had previously not been highly visible — that Productivity was not
actually the “problem” per se, but rather the outcome of a number of contributory problems; and
rework has been ignored as one of those problems (a figure of 40% of time overrun was quoted,
although its origins are not clear).

The group agreed a philosophy for work done to address the productivity issue: keep the measures
simple, and keep the work relevant by setting productivity improvement targets. One participant
described the desired approach as “action research”, where options for improvement were
immediately trialled in a carefully monitored environment to evaluate their effectiveness.

Discussion

* Clarity around what’s going on in building projects will help improve productivity. Who's doing
what, and who's taking what risks are important. * The two recommendations here seem strongly
focussed on commercial; it needs a residential slant too. * There is talk about a productivity JV
between BRANZ, BCITO, and a few others to drive the uptake of the recommendations. * What does
productivity mean? Group — numerous definitions, but basically how much building for how much
money? * Who decided productivity was an issue? * Government; there is a perceived drop in
industry productivity versus overall productivity. * We don’t want 45 KPI’s for this, there need to be
some simple and widely agreed measures. * We want to be focussing on those things that are
market-relevant, and things that will unlock greater total industry benefit. * Rework is a vital part of
the measure of productivity. Is it time for a demonstration project — say one of the Wellington
Company’s projects — to track how it gets from idea to completion, versus overseas. * Don’t want to
bureaucratise competitive advantage. * Collaboration is really important. * Do you mean that we
need some sort of “standardised handshake”? * It’s more about knowing where everybody else
stands. * This is getting broader and broader as the discussion goes — need to be careful we don’t
make it too complex. * So is it in line with the previous suggestion, and we focus on barriers to
productivity. * Yes. * So what would we focus on — do we need to identify something like a 20%
increase as a target, and work to that? *So there’s a process step here, which is to address what
Productivity means? * Whilst we don’t necessarily know the answer, we know that it IS important to
the industry. * It’s a national issue in terms of impact on GDP — we’re stuck in 2™ gear. Auckland is
the most important city in this, so need to frame it as a macro issue. Depreciation is a major issue for
example property trusts — but this is imposed by statute. * Productivity is actually the outcome. * No
appreciation of the importance of building a long-term asset; govt doesn’t behave sufficiently well in
its view of this, and doesn’t inspire any desire in the industry to “build good stuff”. * Productivity is
not the actual issue, it's a measure; the issues are quality, skills, etc etc.



Standardisation Priority - B Owner — Not Discussed

Discussion was brief, although the group believed it may become an important issue. There was
some feeling that it had yet to play out to the point where it was clear that action was necessary,
rather than being a vague shape on the horizon.

Discussion
*It’s a crock. This isn’t soviet Russia. * It's not yet an issue.

Building Act Review Priority - A Owner - All

Discussion was brief, and confined to recognising that all around the table had the duty to make
strong and well-considered submissions to the review.

Discussion

*It's an A+ issue. * Everybody has the ability to influence the outcome by submitting. * It also picks
up a bunch of the other issues

Product Certification Priority - A Owner - DBH

The brief discussion on this consisted mainly of an update from DBH on progress to date, and a
general expression of thanks to them for paying attention to the industry and making some changes.

Discussion

* There’s a piece of work about to be released with input from DBH, BRANZ, BIF, and a few others. *
It's essentially the model of the department consulting with industry and creating new policy. * The
need for certification arises here because of the variability of BCA decisions across the country. * It
was a doomed drive to align with a non-functional Australian system, so thanks to DBH for listening
to industry and changing the approach.

Licensed Building Practitioners Priority - A Owner - All

Another brief discussion, largely because activities are under way to address earlier concerns, and
those raised in the Taskforce submissions.

Discussion

* Who exactly does this cover? * Architects and engineers are deemed to be licensed. * Licensed
practitioners can be linked to producer statements. * Need to be very certain that the lawyers
understand that licensing is about reducing risk, but that there are no absolutes — removing the
word “reasonable” is not always the best way forward.



| Tax ¢ 2010 Budget Priority - A Owner — Not Discussed

The meeting recognised that no matter how important this issue might be, the time to influence the
deliberations of Cabinet had passed, and any actions would now need to be focussed on adapting to
the outcomes of those deliberations.

Discussion

* There’s $1.4b at risk, which may be stripped out of investor’s pockets across the commercial and
residential (51b commercial, $400m residential) depending on how the Budget is struck. * The
effects of this are already being felt — people are sitting on their hands waiting to see what happens.
* Taskforce reports didn’t pick this up, but probably would have if they were reported a year later. *
This is a maybe issue, and we don’t want to be Chicken Little. * The industry group may be able to
talk to Government, and with proper analysis prevent all of the huge productivity etc gains being
wiped out by one stroke of the tax pen. * Development levies are actually getting in the way of
building really good things: if the TAs wanted good buildings, they’d hold off charging until the
building either delivered on its promise, or was proved inadequate. * Are property
development/levies/etc a major contributor to productivity? See analysis proposed above.

Roles Priority - C Owner — Not Discussed

There was initially some confusion on this issue, and once clarity had been achieved the consensus
was that this was an issue that would need to be revisited once action was under way on both the
overarching industry group, and also the various workstreams.

Discussion

* |s this just about having the right contracts in place? * Its about making sure that builders can
refuse to build a badly designed architect’s house. * This arose from the Dec BIF board meeting
where DBH suggested that it was up to Industry to advance the TaskForce outputs. So this issue of
Roles is intended to force some thinking on who should best do what.

Peter Fehl made some comments from his recent experience regarding the effects of the RMA on
sensible development. Auckland University was not generally appreciative of the affects of the RMA
in daily construction and property management - ie needing a resource consent to remove a fallen
tree branch.
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6 Construction Industry Strategy Group Support

David Anderson showed a slide that gave a number of benefits for a widespread sector leadership
group, and asked the industry whether they’d be interested in principle, with negotiation to occur
around further points of detail.

Discussion

* Yes, but it would need to be better than what we’ve got so far. * Its about strong chairmanship. *
Funding is also an issue. * So if we do this, and it looks good on paper, what are we going to stop
doing? There are so many different fora, groups, etc etc. * No, you don’t need to do that, just
assume that there’s sufficient maturity in that group to get on and make things happen irrespective
of what else is happening. * Yes, and perhaps one of the things they’ll do is to deal with the
fragmentation. * So the new group might pick off (say) three of the issues on the whiteboard and
take them forward. * So to be part of that group, you need to be able to see that everybody has an
equal interest in advancing an issue. * So is this group to speak on behalf of all of the sectors? *
“Building” to me means a building, and what goes on within it. “Construction” is actually the right
word. PG — so now we need to agree what that group will represent. * It's the VERB. * Building was
just a placeholder — use construction, its better.

* So what is the group going to cover? * Form should follow strategy, so the group needs to follow
what the issues are. * The Minister wants to talk to real people, with skin in the game — not CE of
some industry body. * So the strategy group will have the helicopter view, create strategies and
deadlines to enable to do-ers, and then get it out to the bodies that are already active to DO the
work. * Its about having a single voice to speak. * Its about the level of credibility that the minister is
prepared to give this body: the minister needs to say “I'm talking to THIS group — work with them” to
prevent dissonance and death of 1000 cuts. * This group needs to represent the entire built

environment. * Build it, and they will come. Get the right people, and it will fly.
David Anderson - Do people generally support this?
Majority - YES

* So what is the least amount of work we can do right now, to get this moving? * Need to have wide
enough sector interests to make sure representation occurs. But it’s actually about the right people.
* The CIC could be a doing group, to this strategy group. * The strategy group will set the agenda,
and hold the agenda — and there will be activities taking place to address it.

* So what are the workstreams? * The body needs to do a stock take first, join some dots, and
unbend the pretzel.

ALL — discussion on what’s in scope and what’s out: It's Construction, both Vertical and Horizontal,
Distribution, Design, Engineering, Manufacturing, and Subcontracting.

* Don’t get carried away with sector coverage, or you'll reinvent the CIC. * But on the other hand,
you need to make sure that everybody that’s not here feels that the process is fair and can see
“their” rep. * So perhaps the best way is via the workstreams, as per IPENZ suggested
Technical/Business model. * Definitely need to include subcontractors. * Welcome the concept, but
cautions the concept of running workstreams which may then fall into conflict with other stuff that’s
going on.
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Closure

Pieter Burghout commented that BRANZ is happy to commit some resource, via Doug Martin, to
keeping this moving. Doug will work over the next few weeks to collate the nominations for both
CISG and workstream membership, and arrive at an agreed model to be communicated back to
those present.

Bill Smith closed the meeting, by expressing thanks to everybody for their time. He re-iterated that
nominations for membership of the CISG or the various workstreams should be emailed to David
Anderson. A progress report will be made available to attendees by late April.

7 Summary of agreements, action items, report to Minister

David Anderson summarised the meeting’s conclusions over dinner. The Minister was engaged, and

supportive of the Construction Industry Strategy Group concept, saying that if the industry is able to
agree amongst itself how it will work, he will give it credibility and listen to what the industry has to

say via the CISG voice. Katrina Bach, the CEO of DBH, similarly gave an endorsement of and intention
work with the CISG once formed.
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