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1. About Steel Construction New Zealand  

Steel Construction New Zealand Incorporated (SCNZ) aims to advance the interests of New 

Zealand’s diverse steel construction industry by promoting the benefits of structural steel solutions 

in building and infrastructure projects.  

 

SCNZ’s 220 member companies include manufacturers of structural steel and steel products, 

distributors, fabricators, designers, detailers, galvanisers, and paint and building supply 

companies. 

  

SCNZ provides its members with technical advice on the latest in steel design trends and 

standards, networking opportunities and a representative voice with key industry and government 

decision-makers. 

 

SCNZ is governed by a nine-member Executive Council elected annually. The current Chairman is 

Mike Sullivan of D&H Steel Constructors Ltd, and the organisation’s Manager is Alistair Fussell. 

 

For more information about SCNZ please visit www.scnz.org  

 

 

2. Introduction 

The continuing economic challenges bought about by the Global Financial Crisis in 2008 have 

resulted in increased price competition and tighter margins for our manufacturing sector. 

 

This situation is exacerbated further by the high New Zealand dollar, and there is clear evidence 

that procurers – including in the public sector – are increasingly looking to source goods and 

services offshore in order to keep project costs to a minimum. Such short-term thinking is 

detrimental to our economy. 

 

Furthermore, the heavy engineering industry can be a real asset in times of crisis. SCNZ members 

were deployed immediately in the wake of the Christchurch earthquakes to assess, stabilise and 

repair damaged buildings. The industry continues to add value through innovation, for example the 

development of new structural steel seismic resisting systems for multi-storey buildings. These 

world-class ‘low-damage’ systems, researched and developed here in New Zealand by academics 

and local industry, are proven to withstand even large earthquakes, and result in little or no 

building damage, let alone loss of life. Such systems are being deployed right now in buildings in 

Christchurch and around the country. 

 

http://www.scnz.org/
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It is SCNZ’s view that politicians across the political spectrum need to do more to ensure that the 

manufacturing sector survives the current economic challenges so that it can prosper in the future 

and continue to contribute jobs and create wealth for New Zealanders.  

 

In particular, a key priority for SCNZ is to ensure that procurement decisions – particularly for 

large-scale public sector building and infrastructure projects – are based on more than just initial 

capital cost which, given the present economic climate, tends to favour cheaper overseas 

competitors at the expense of local industry and NZ Inc.  

 

 

3. Government procurement principles 

In July 2012 Cabinet approved a revised version of the Government procurement principles, the 

aim of which is to provide a plain English statement that is easy for both agencies and suppliers to 

understand and apply. Regarding the application of these Principles, the Ministry of Business, 

Innovation and Employment says on its website: “It is essential that all government agencies take 

the Principles into account when buying goods and services.” (refer to 

http://www.business.govt.nz/procurement/for-agencies/key-guidance-for-agencies/principles-rules-

and-the-law) 

 

The five Principles are: 

 

 

Of particular interest to SCNZ are Principles 2 and 4. Principle 2 - Be fair to all suppliers includes 

the following explanation: 

 Give NZ suppliers a full and fair opportunity to complete 

Principle 4 - Get the best deal for everyone, includes the following: 

 Get best value for money – account for all costs and benefits over the lifetime of the goods 

or services 

http://www.business.govt.nz/procurement/for-agencies/key-guidance-for-agencies/principles-rules-and-the-law
http://www.business.govt.nz/procurement/for-agencies/key-guidance-for-agencies/principles-rules-and-the-law
http://www.business.govt.nz/procurement/pdf-library/a3-principles-of-government-procurement-final.pdf
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 Make balanced decisions – consider the social, environmental and economic effects of the 

deal 

 Work together with suppliers to make ongoing savings and improvements 

 

4. Examples of Government procurement principles not 

being applied 

Despite the Principles’ overall requirements for public sector procurement decisions to be fair, 

impartial and transparent, and to achieve value for money, SCNZ is aware of two recent public 

sector projects where the agencies concerned have clearly not followed Principles 2 and 4: 

 

1. NZTA: South Island bridge project – a local steel fabricator is at risk of losing out to an 

overseas supplier in Asia, despite the local tender being only 5% more expensive. If the tender 

was awarded to the local supplier at the higher cost, it is estimated that the Government stands 

to gain more than $240,000 in taxes – more than offsetting the higher cost. This analysis does 

not take into account the additional social benefits that would likely result from keeping New 

Zealanders employed. We understand the company involved does not have other projects to do 

if it loses this tender, putting jobs at risk.   

 

2. Whangarei District Council: Hatea River Crossing – in a similar situation to the one above, 

the tender for the supply of prefabricated structural steel was awarded to a lower cost Chinese 

supplier.  

In our view, the two examples above represent short-term thinking, where the initial purchase price 

appears to have been the sole procurement criteria. This places local suppliers at a distinct 

disadvantage because they struggle to compete with cheaper overseas suppliers on cost, and this 

in turn produces negative outcomes for the New Zealand economy: fewer jobs and less tax 

revenue for the Government. 

 

5. Whole-of-life approach 

The whole-of-life approach to evaluating costs and benefits of a procurement decision, on the 

other hand, is considered global best practice and is consistent with Principle 4 in particular, as 

described above.  

 

By taking a whole-of-life approach, not only are lower costs achieved across the expected life of 

the project, procurement and operational risks are also reduced. An added benefit is the support 

such a process provides to undertaking triple-bottom-line reporting where economic, social and 

environmental outcomes are measured. 
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The whole-of-life approach is therefore a more rigorous criteria, but it also happens to favour local 

suppliers. Because of our tougher building codes and technical standards, structural steel 

fabricated in New Zealand tends to be of a better quality – and therefore less subject to costly 

detailing errors or early replacement – than that of many overseas countries, particularly in Asia.  

 

6. Finding a solution 

SCNZ advocates a partnership approach with Government in order to ensure the manufacturing 

sector survives and thrives. It would be both illogical and unproductive to ask the Government to 

hand out large sums of money to solve the problem. However we firmly believe there is a great 

deal more that the Government can do to ensure public sector procurement processes provide a 

level playing field for local suppliers. 

 

SCNZ is committed to playing our part, too. Together with partners including the Heavy 

Engineering Research Association, we have commissioned researchers Berl to development a 

procurement tool which can be used by procurers to properly evaluate procurement decisions 

using the whole-of-life approach. We will gladly consult with Government and Opposition politicians 

when the tool is ready, and are confident the tool will produce better outcomes for tax payers, rate 

payers, the local manufacturing industry - and NZ Inc. overall 

 

7. Conclusion 

SCNZ recommends that: 

1. Politicians and regulators focus on providing a level playing field for New Zealand 

manufacturers when procuring good and services for public sector projects; 

2. the Government reiterates to all local and central government agencies that procurement 

decisions must not be based solely on initial purchase price;  

3. the Government seeks a commitment from all local and central government agencies that 

they will adhere to the five procurement principles, particularly Principles 2 and 4; and 

4. the Government works with us to help communicate and implement the new procurement 

tool to local and central government agencies   
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Thank you for the opportunity to make this submission. We would also welcome an opportunity to 

present this submission orally. 

 

Alistair Fussell 

Manager 

Steel Construction New Zealand 

Phone 09 262 6683 

Email alistair.fussell@scnz.org  

 

### 
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