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2. Executive summary

21. Background

The KiwiBuild Buying off the Plans Initiative is part of a broad government strategy to facilitate and
expedite the development of new and more affordable residential homes in New Zealand.

The initiative involves the Crown underwriting homes in new residential developments led by the
construction sector on privately owned land. The underwrite gives developers the backing and
certainty required to deliver developments that may otherwise have not proceeded or at a greater
pace than originally planned. In return, an agreed number of the underwritten homes are sold at more
affordable price points.

2.1.a. Problem statement

The KiwiBuild team recognises that better engagement with Maori business is needed to meet their
commitments and obligations around working with Maori suppliers. Height Project Management
(Height) was engaged by the KiwiBuild team to conduct interviews with 10 Maori.businesses to
understand what barriers might exist to them taking part in the KiwiBuild Buying off the Plans initiative.

The purpose of this report is to provide insight into Maori supplier-perceptions of the KiwiBuild ‘Buying
off the Plans’ initiative focusing on the following questions:

e What do Maori suppliers know about the initiative?
o What the key barriers are to taking part?

e What steps can Kainga Ora take.to make the scheme more attractive/accessible to Maori
suppliers?

The ultimate objective is to identify.where positive steps can be taken towards becoming a true
partner to Maori, honouring Kainga.Ora and the government’s commitment to empowering and
improving opportunities for Maori businesses.

2.2. Understanding of the,scheme

Most of the Maori'suppliers had a very low level of awareness of the KiwiBuild Buying off the Plans
initiative. Seven of the suppliers had either no prior knowledge, or a very basic understanding that the
programme related to building new homes for first home buyers into homes.

The remaining three suppliers had a good understanding of the scheme and what it meant for
suppliers/developers but did tend to refer to the KiwiBuild Buying off the Plans initiative
interchangeably with Kainga Ora public housing.

The suppliers hadn’t received any information about KiwiBuild through formal channels, other than the
Government Electronic Tender Service (GETS) and relied on information from friends and whanau.

2.3. Experience and perceptions of working with Kainga Ora

All but one of the suppliers had experience with Kainga Ora in some form, either on panels, or
subcontracting to a Tier One supplier, but none had partnered with Kainga Ora on the KiwiBuild
Buying off the Plans Initiative.

A commonly reported frustration was a lack of response in their dealings with Kainga Ora. While the
feedback often related to public housing projects rather than the KiwiBuild team specifically, these
perceptions create a perceived barrier and a resistance to engaging with KiwiBuild.

The suppliers recognised that a certain level of bureaucracy is required when managing government
projects, but most felt that the bureaucracy went above and beyond what is required. The concern
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from a developer point of view is that delays in dealing with Kainga Ora would cause a financial
burden through holding costs.

2.4. Benefits

Key benefits of the programme from the Maori supplier point of view were:

e Unlocking funding to deliver a project

e Providing continuity of work in a slow housing market

e De-risking a development project by guaranteeing the sale of the KiwiBuild homes
e An opportunity to give back to their community

2.5. Risks/Concerns

Key risks and concerns from the Maori supplier perspective were:

The price cap was a key concern. By committing to a capped sale price for KiwiBuild homes,
suppliers are concerned they will be unable to recover any rise in construction expenses. This risk is
compounded by a sluggish housing market, which puts the sale of non-KiwiBuild-homes within the
development in jeopardy. This was not a concern for all suppliers though, some felt that they could
achieve a decent return within the price cap.

Capacity was an issue for the suppliers too, for many, just the 10 or 20 KiwiBuild.-homes in a
development was a stretch for them in terms of their capacity. There was an overall perception that
there were just not that many Maori companies operating at that scale-in the developer space.

A number of the suppliers also noted a lack of development ready land in their regions,
particularly at the size needed for a development including 10 or 20 KiwiBuild Homes.

2.6. Recommendations

Reducing minimum number of KiwiBuild homes in a development was seen as the most
effective way to address some of the above concerns. It would serve three key purposes:

0_-~Making larger scale developments more profitable for suppliers by reducing the ratio
of affordable homes within the development.

o0 Opening the door for smaller developments, which would be a lower risk entry point
for Maori construction companies new to development

0 Resolve the issue of lack of land for larger scale developments

The suppliers require more detailed information about the initiative and access to a named
contact person who can answer questions. They need to have confidence that they understand
the requirements and will get the support needed from the KiwiBuild team prior to purchasing land.
They need a commitment to timely feedback to ensure their development is not delayed and they
don’t incur additional costs as a result.

Access to supplier discounts was another recommendation to help increase uptake in the scheme
by reducing costs and increasing returns.

Partnering with iwi was seen as one good way to access funding. It was also noted that a lot of
the development ready land in the regions was iwi land. Some suppliers felt that having an
opportunity to target specific communities i.e., for Maori, or for a specific hapd/iwi might incentivise
Maori developers, or entice lwi to get involved as a developer, while others were opposed to this
concept.
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Most suppliers agreed that upskilling and education is required — both to inform the Maori suppliers
of what the opportunity is, and to support them with the business acumen required to take on larger
scale developments.

A consistent theme was a call for more face-to-face interaction when dealing with Maori suppliers.
Sharing information verbally is typically considered much more accessible, and easily digestible
compared to providing online or written documentation.

The suppliers’ number one suggestion to engage more Maori suppliers was to take a direct approach
and to reach out directly using existing databases such as Amotai. The suppliers would like to
connect directly with the team and ask questions rather than sourcing information from the website.

2.7. Conclusion

The suppliers have a strong drive to help address the housing shortage and get more people into their
own homes. After learning more about the initiative, most felt that the scheme was something they
would like to investigate further, particularly if modifications such as the reduction in-minimum number
of houses are implemented. They welcomed a direct approach from Kainga Ora.

Just give us a ring. It's not hard having a korero or a conversation. It would be wonderful to
have a conversation with them.
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3. Introduction

3.1. Background

The NZ government has identified that Government procurement can and should be used to support
wider social, economic, cultural, and environmental outcomes that go beyond the immediate purchase
of goods and services.

Introduced in December 2020, Te Kupenga Hao Pauaua is a government policy designed to increase
the diversity of suppliers engaging with public sector procurement opportunities, starting with Maori
businesses. As of December 2022, mandated government agencies such as Kainga Ora are
expected to award at least 8% of the total number of their contracts to Maori businesses.

Supplementing the government’s procurement policy and rules, Kainga Ora’s Social and Sustainable
Procurement Framework, Pa Harakeke provides further detail on the organisation’s intention to
consider and provide for Maori interests, including a commitment to:

e Engage with Iwi/ Ropa Maori to understand and apply Te Ao Maori perspectives

e |dentify, recognise and protect Maori land interests

e Understand current contracting with Maori entities and grow their commercial capability
e Support and enable the aspirations of lwi/ Ropid Maori

¢ Incorporate Te Ao Maori and targeted outcomes in our core contracts

The KiwiBuild team recognises that better engagement with Maori business is needed to meet their
commitments and obligations around working with Maori suppliers.

Height Project Management (Height) was engaged by the KiwiBuild team to conduct interviews with
10 Maori businesses to understand what barriers might exist to them taking part in the KiwiBuild
Buying off the Plans initiative. A'first'step is to better understand their current engagement practices
and processes from the perspective of the Maori-businesses.

3.2. Purpose

The purpose of this report is to provide insight into Maori supplier perceptions of the KiwiBuild ‘Buying
off the Plans’ initiative focusing on:

e What do Maori suppliers know about the initiative?
e What the key barriers are to taking part?

o Key recommendations for Kainga Ora to make the scheme more attractive/accessible to
Maori suppliers.

The ultimate objective is to identify where positive steps can be taken towards becoming a true
partner to Maori, honouring Kainga Ora’s and the government’s commitment to empowering and
improving opportunities for Maori businesses.

3.3. Maori worldview as a concept

It's important to acknowledge that Maori business owners often bring a different worldview related to
their cultural identity as Maori. Throughout the report, this Maori worldview is referenced to as
“tikanga Maori” or “Te Ao Maori” or “Kaupapa”.

This report seeks to draw out what considerations might be necessary when working within a Te Ao
Maori worldview, and what the appropriate approach might look like.
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3.4. Method

This section sets out the method used by Height for conducting this research with Maori suppliers.

3.5. Identification of Maori Businesses

For the purposes of this research, we have used the Government’s progressive procurement
definition of a Maori business which is a business with a minimum 50% Maori ownership or classified
by IRD as a Maori authority.

To be selected, the businesses needed to be engaged in residential building in the KiwiBuild Urban
areas and classified as a ‘medium’ sized business on Amotai.

Height directly contacted 12 businesses to invite them to participate in the research. All but two
businesses agreed to be interviewed, and 10 interviews were completed in total.

The businesses ranged in size from one full-time equivalent employee (working with contractors), to
42, averaging at 18. They covered most of the country, focusing on the KiwiBuild ‘Tier-1 Urban
Centres’. Three suppliers covered the Northland region, five covered Auckland, two suppliers work in
Waikato and there was one supplier from each of the following: Bay of Plenty, Wellington and
Christchurch.

Regions Covered m

Northland
Auckland/Northland
Auckland
Auckland/Waikato
Bay of Plenty
Wellington
Christchurch

PR RPNNEN

3.6. Interview Format

The interviews took 25-35-minutes.and were-all done by phone.

Interviewees were told that their feedback would be aggregated and anonymised, so that no feedback
would be attributable to.a single business or individual. This was to empower them to speak openly
and honestly about their experiences.

See Appendix 1 for a full list of interview questions.

3.7. ¢ Koha

All participating businesses received a koha to acknowledge their contribution to the research in both
time and insights. This gesture fosters positive relationships between the researchers and the
businesses and reinforces the spirit of collaboration and partnership. It's a way of recognising that the
success of the research relies on the active participation and input of all involved parties.
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4. Key Findings

4.1. Supplier awareness and perceptions of KiwiBuild and Kainga Ora

4.1.a. Understanding of KiwiBuild Buying off the Plans Initiative

The majority of the suppliers we spoke to (seven of the ten) had little to no understanding of what the
KiwiBuild scheme was about. These suppliers typically understood that the government had a target
to build more housing. A few understood that the scheme was targeted at first home buyers but none
understood what the initiative meant from a supplier perspective.

I'm presuming that's obviously a government initiative where they're trying to deliver on
housing that's needed.

[I know] nothing, nothing at all about it. My understanding of what KiwiBuild was, | actually
thought they were another organisation.

No, | don't know anything about it, or how to do it. | heard of it when it first came out and that
was it. | just thought it was an incentive to get people into their first homes.

Very limited to be honest, | know that there’s a certain amount.of houses that have to be built
and that's pretty much it.

The remaining three suppliers did have a good understanding of the scheme and what it meant for
suppliers/developers. While these suppliers were able to-describe the scheme in detail, they did tend
to refer to the KiwiBuild initiative interchangeably with Kainga Ora public housing which as noted later
in this report, highlights how perceptions of Kainga Ora more generally influence how suppliers feel
about taking part in the Buying off the-Plans Initiative.

Effectively if you want to do-development, because people can struggle to get funding, they
can underwrite a.certain portion of that, which means that your funder is a bit more happy with
the deal. Then you get the funding organised, build it then sell it at the maximum cap they
allow, then the balance of whatever-you are not selling at that price you get to sell on the
open‘market to try and make a dollar out of it.

4.1.b. Information seurces

The suppliers we spoke to typically hadn't received any information about KiwiBuild through formal
channels, other than the Government Electronic Tender Service (GETS). They relied, for the most
part; on information from whanau and colleagues which likely explains the lack of distinction between
public housing and KiwiBuild.

[I got my understanding from] talking to the builders. I've endeavoured to make contact with
folk at Kainga Ora but there is no response.

[l found out about it] through my cousin, | went and saw some of them, | was amazed, they
are nice homes. He walked me through it, he spent some time with me. | said how do we get
onto this?

| know a developer who does 100+ units and | was just talking with him, asking how he does
it. The main issue for us, we can build anything, 99% of the time it's the funding that’s the
issue. He said our funding is straight forward because we do KiwiBuild and we put x amount
as KiwiBuild as a cap and the government underwrites and this is how it is.

We are on GETS. Obviously, information comes through gets, which is really good.
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4.1.c. Experience and perceptions of Kainga Ora

Because the suppliers did not differentiate between the KiwiBuild team and initiative and Kainga Ora
more generally, the reputation for KiwiBuild is inextricably linked to the past experience the suppliers
have with Kainga Ora with regards to public housing, or what they have heard from their peers.

All but one of the suppliers had experience with Kainga Ora in some form. Two are on panels and
have done work as a Tier 1 supplier, but none of them have partnered with Kainga Ora on the
KiwiBuild Buying off the Plans Initiative. Half had subcontracted to Tier one suppliers but this was
mainly for public housing rather than KiwiBuild projects.

Of the two suppliers that had pitched developments to Kainga Ora for pubic housing, both had
encountered hurdles that had eventually put them off altogether and they had gone to the open
market instead.

One almost universal complaint from businesses that have engaged with Kainga Ora, was a lack of
response and a frustration with anonymous email addresses and automated responses. While the
feedback often related to public housing projects rather than the KiwiBuild team specifically, these
perceptions create a perceived barrier and a resistance to engaging with KiwiBuild.

When you try to engage with Kainga Ora, there’s no sound-no picture, they don’t return your
emails. They have anonymous addresses and there are no people listedthere or go to people
and they don’t come back to you. You get no response, none.

We are used to commercial building and commercial'tendering-processes, where it's all very
defined and people pick up the phone whenyou ring. These guys don't. I'd love to try to
understand why. In the commercial-space,.if people don't pick up the phone, they don't get
business, so they don’t get houses built. Kainga QOra don’t get houses built because they don’t
pick up the phone.

| emailed them — they.sent an automatic email saying we'll get back to you in two working
days but we are still waiting. We haven't got time to chase, we’ve only got a limited amount of
time we are going to use to chase.

I've-got-to be honest. Everything with K&inga Ora is incredibly slow. It seems to be a lot of
stop and starting, and then, you know, you have some really good meetings and they say this
and they say that but then, there's a couple of weeks of delay and stuff like that. They can be
kind of frustrating...l think there are way too many people up the chain that need to say yes
and sign stuff off. | think that's what puts the roadblocks in place.

The suppliers recognised the need for checks and balances, and a certain level of bureaucracy within
a‘government system as large and complex as Kainga Ora. However, most felt that the bureaucracy
went above and beyond what is required to ensure a transparent and robust process for managing
the programme. Specific concerns included a lack of technical knowledge in the team signing off
designs, and contradicting information.

| can understand what the government is doing, it needs to be transparent and it needs to be
incorruptible and it's awesome that our country is so not corrupt because something like this it
could easily be corrupt if there wasn’t so much bureaucracy.

They say they will come back to you, then they say this is too narrow and something else and
something else, well we just copied the design plan of something they had given to us.

| venture that they are not trained builders/developers. They have moved up from the system,
through Kainga Ora, but don’t have the trade skills to make the assessments. That’s the only
explanation | can find.

It’s just the paperwork, is next level for KO and all the government work.



HEIGHT

It's just a few more rules, few more hurdles to jump through, everyone knows the rules and
you always get paid on time. It's just because it's through the government, there’s just a bit
more about health and safety but you just have to play the game really. But then on the other
side of that you get paid on time every time, there is no question.

They have their own in-house consent process...It should theoretically speed things up but it
didn't and that's one thing | brought to the attention of Kainga Ora when | had a hui with them
and they agreed with us.

| understand government’s a big beast to run and their systems can be a lot more efficient
and | think that's why they're turning to project velocity in terms of how they're, you know,
delivering projects what kind of information they need. That red tape is just taking so long.

I've been on the panel for a little over 2 years OK. We've built for Kainga Ora but this is the
first new build. We've been trying to get new builds since being on the panel. And the funny
thing is, they talk about all these really nice to do’s and nice to haves about involving local
businesses to stimulate local business and but then, we end up getting no opportunities.

As a developer, the concern around delays were around the financial burden they incur while they are
unable to generate any revenue from their undeveloped land, these delays represent a.very real cost
to the supplier. For the Buying off the Plans scheme, developers.need-to have confidence that they
firstly, understand the requirements in advance of making the financial commitment; and-secondly,
can get decisions and the required approvals from Kainga Ora in atimely manner once they have
committed.

4.2.

To get a KiwiBuild approved might take six months - so‘that’s.a lot. At the moment it's costing
us holding costs.

We have done a lot of commercial work and spec housing work. When you are dealing with a
developer builder, they say “here’s the design; well how much?” And bang you get a decision.
With Kainga Oray it's just, it’s takes-too long.— the gestation of an elephant!

The process is much longer; onceyou submit something then they will run the numbers and
come back to.you thenthey will go back and forwards so there is a lot of process stuff to do.

If you.are looking to do buy a piece of land, you need a quick answer from KiwiBuild, then if
they say, no.they are not interested, you won't purchase it.

Identified benefits

For the most part, once the suppliers understood the Buying off the Plans Initiative, they saw the
benefit and expressed interest in taking part once they have a chance to do their due diligence and
weigh up the risks and benefits.

Definitely sounds like a good wicket though. It just comes down to being confident and having
the experience to be capable enough to do it.

I didn’t know it was a thing or how it works, so that’s definitely something I'll look into more. It
would be great to look into it.

If you need help building them, help from us you know I'll give it a go. | just need that
incentive in place. I'm not huge, but I'm good at what | do.

KiwiBuild and Kainga Ora and all these others are great opportunities if they are run well, but
if they are not they are terrible. Cash flow is terrible, getting paid is terrible. All of this stuff. But
if they're run well, then then actually it can be a good opportunity.
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It's a good idea, it is a good idea at the end of the day getting people into their own homes is
the key. We'd like to take part. We are working for a lot of developers at the moment who
build for Kainga Ora, so we are building the houses, so we might as well build direct.

It's something | would definitely look into if it was worthwhile. But | would need to understand
what markets are like as well as you know because it's uncertain right now. Is it something
that we want to get involved, or are the risks too high? Wherever there is an opportunity to
make money and to do well, that's what | want to do. It obviously needs to be forecast, and
look at the feasibility.

It will come down to what the numbers look like. We would love to be able to by a parcel of
land and build 10 units. You know, building housing is the easy thing. It's just, you know, the
back-end kind of stuff.

4.2.a. Unlocking funding

The key benefit from a supplier perspective was the ability to unlock funding. Almost all-of the
suppliers mentioned the tight market and the resistance from banks to lend for. construction at the
present time. Securing the funding required to purchase land is however another hurdle for some of
the smaller suppliers.

I think from a government underwriting point of view, that’s great. Great security. From a
developer’s point of view, that's really attractive. From.a finance point of view-having a
government underwrite a project is always good... It makes it a lot-easier, you know, cause
the banks are a bit titchy when it comes to the construction sector at the moment. Anything
with government is always good from a banking point of view.

Unlocking the finance would be a big pro. Funding is hard, you know, banks are not lending to
hardly any developers at the minute, it's all second or third tier lending. It's a definite pro
being able to get finance;~100%.

Cashflow is one of the biggest issues for developers. To have that guarantee gives them a bit
of peace of mind that if it’s not sold off the plan there is someone there to purchase the
house:

4.2.b. Continuity of work

The suppliers had mixed experiences in the current climate, with some as busy as ever, while others
had noticed a-serious slow down as the market reacts to the cost-of-living crisis and higher interest
rates. For.those who were slowing down, the continuity of work was seen as a key benefit of taking
part in KiwiBuild initiative. The fact that the work was ongoing and guaranteed mitigated the fact that
the potential returns were much lower than the open market. For one supplier, this continuity of work
was critical to being able to realise their aspirations with regards to upskilling Maori trainees and
apprentices.

I think it's good for continuity of work, it's good to keep the movement going so that's another
thing. There is a lot of work around at the moment but you know. But it's like is somewhat
some security getting work with the government and that's a huge plus in making sure your
bills are getting paid.

I'm pretty keen to focus a lot of my business towards that mode, towards that avenue and that
way of working so that instead of us looking for work, we are creating our own work. We
create it, with it being paid and being underwritten or backed by the government.

As a Maori business we want to create generational change apprenticeships, and so that's
why | say if government can provide the pipeline, you know we can provide the pathway. It
takes 3-4 years to do apprenticeship we need pipeline that's you know effectively 4 years plus
or longer.
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| think also as long as you do a good job and deliver on time, and deliver a good product,
there is going to be ongoing work as well. Maybe not KiwiBuild, but it's the same area of the
government. If you get in there and do a good job for the right price there is going to be
continual work moving forward. Whether the market goes up or down the houses still need to
be built, whereas with the general public, if the market goes down they stop building houses.
Obviously the government does need to carry on building because we are in a housing
shortage and we will be for quite some time, so it's going to have to keep going.

The only other downside, is that some people, everything is set, like the margins are all set,
S0 going public, obviously you can make money on these developments, potentially but you
can also lose more money. Everyone gets focused on the negative and oh this is not good
and really make as much money, but it's guaranteed work and you know how much you are
going to make and it's set in stone.

As long as you keep doing the houses, you won’t make the same margins but if you're
continually doing that for a number of years, it's going to work out well. It's long-term gain
over the short-term win.

4.2.c. De-risking a development

Many of the suppliers had stories of local developers being caught with houses they couldn’t sell as a
result of the housing market crash. This environment has strengthened the benefit that-a-KiwiBuild
underwrite offers with regards to de-risking a development. For some, this provides an ideal stepping
stone into development, where taking the full risk of a.development project might have been beyond
their tolerance with regards to risk.

It's a business transaction and it's'up'to you to get it built for that price take your money and
you get the next one. You might. not make as much margin on this one as you would for the
general public, but you are not going to lose. money, if the market tanks 20% in the next 12
months it's not going.to affect you on this project. Whereas if it's a personal project to the
public and you haven't sold them that 20% is really going to hurt. | think people focus on
negative rather than looking at the long game.

It's a‘'good opportunity to-get your foot in the door. It's a good start and if you get someone in
the door then it's up to them to deliver from there. Same as anyone, once you get a kick start,
then it’'s up to you to deliver same as anyone else. But smaller businesses it's harder just to
get the opportunities. it's hard to get those opportunities as a small company competing
against massive companies because they know the systems, they know what to do. So it's a
great initiative, it's a great idea.

4:2.d.¢Giving back to the community

The suppliers were driven by a strong urge to give back to their communities. They saw the knock-on
social benefits that come from addressing the country’s housing shortage, as well as the economic
impacts this could have for their community through increased employment opportunities and training
pathways. This was particularly true when they considered building for their own community. After the
financial benefits, this was the strongest draw for building KiwiBuild homes.

We want to build affordable housing for kiwis. It's cool to see them actually go to people who
need them. We are helping the housing shortage, that’s important.

If you are going to say to me that | can build 10 homes in each of the areas | whakapapa to,
absolutely | would say yes to all of them and | would get teams to be able to do that. That
would definitely build the community morale and pump the stats up on employing whanau,
housing whanau.



HEIGHT

43.

I’'m a big advocate for just getting more housing built for our people. It's a big driving force for
what we do.

They are they main provider to the to the socially disadvantaged, financially disadvantaged.
We'd like to help, we can help, we have got some expertise and contribution to make. How do
we improve the engagement to enable us to do it? They will have to do some work at the
other end.

A big part of what my focus is, just trying to put a dent in this housing crisis for our people.
There are a lot of people who don't have homes, who can't afford homes. | know people on a
personal level that can't, I've got family got friends, a lot of people that can't afford homes so
a big focus for us is to encourage our people into homes, even if it's like a rent to buy or
something.

| think it's great that they trying to encourage that new stock, you know new housing stock. A
new house, built to the new code is a far better place to live than the old housing stock.

Building affordable houses is so important to me. | grew up on West Coast and-we didn't have
any money, that's why | like working for the guys we work for. They like providing houses for
people who need them. It shows in their attitude as well, they-are not so money-hungry, they
are doing a good job. Obviously they have to make money, to-run a business as well, but they
want to do it right. That's the goal for everyone to get in their first home isn't.it?

In terms of what we're trying to achieve as a Maori business down-here in Rotorua, for us to
deliver to our strategy we have to align ourselves with, you know, government Iwi and
Council. And so as long as the pipeline is there, we're able to.deliver to deliver pathways and
outcomes for our own [through apprenticeships etc].

Key barriers/risks

4.3.a. Cost escalations/profit margins

The primary concern fordevelopers was identified as the potential increase in costs. By committing to
a capped sale price for KiwiBuild homes, suppliers are unable to recover any rise in construction
expenses. - Thisrisk is compounded-by a sluggish housing market, which puts the sale of non-
KiwiBuild homes within the development in jeopardy.

Previously the-market was good, and everything was selling but now, even with a government
underwrite if you have a balance of the remaining houses that you want to sell and it doesn’t
sell then you are really in difficulty. With the maximum cap, the developer takes the
construction risk of the build costs going up.

| think the risk is construction costs, basically your selling price is capped, you can't go over
that, but your construction costs are not, you are stuck with basically whatever the market is.
There is also what happens to the ones you are left with, just thinking of the current market
which is slow going, what happens to the other ones that the developer is able to sell
privately?

KiwiBuild are interested in this development but there is a fair bit of risk for us, because of the
capped price. The costs can escalate really quickly.

There are not a lot of cons in it, to be honest. The only one | can really see that could be an
issue would be the price cap, especially in certain areas depending on the cost of
construction.

So it's just trying to manage your risk. If you price something and there's no way out, you still
have to cover it. It would be nice if you could put something like that in the contingencies.
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There was a perception that the price cap had not factored in the increased cost of materials, or the
cost implications of the new building code requirements. Some suppliers were resistant to build
homes under this cap as they felt that the quality of the build suffers.

| think at the end of the day it comes down to what the price cap is, because | know that
Kainga Ora demand NZ55 spec homes which are a lot more expensive to build than a
standard spec. So for us, I've got access to a lot of people who can fund us, but you have to
be making money, to meet a certain threshold of profit at the end of the day to get funded, so
this is what it comes down to...Even if you have a Kainga Ora underwrite a funder is still not
going to fund it if you are not making enough money out of it.

It's hard at the moment, the way that the economy is, to reach those goals to keep it under
the price they want to pay. | know that some material prices have doubled and people have
put their rates up as well so in this economy it's hard.

It all depends on location because | mean, you know the better the location, the more that the
price jumps. And then we get paid a set rate for a house. But the land is $400,000?

Is the probably the other one I think is like with the new H1 standard that the government that
they brought out, I think there's no room, they need to increase that cap. That needs.to go up
with the new, because now housing is costing more, so they have brought out this.new H1 so
now I've got, to up all my double glazing, insulate all my slab so suddenly from, May the first

this year, I'm spending another $15,000 per build anyway-but it's not reflected in the threshold

It's really about the price point. | guess, | know that, if you were to ask me, we | thought the
profit might lie, you know it's really about that cost, keeping it.under 860 entry point. But that’s
the only concern | can see.

The other thing is the quality of the build....They. are building all these temporary type shelters
that only have a 20 year shelf life, and.if you really understand the lifetime costs of a building
structure, and a.concrete structure-lasts-100 years, compared to these other ones where you
need serious refurbishment after 20 years.

We are going.back to the drawing board to see if we can bring the construction costs down
which is a-shame really because the development is quite nice for a first home. We would
have liked to do something nice for the community, not just your standard, rubbishy box type
thing.

Not all suppliers were concerned about construction costs escalating through. For some, this was due
to building techniques that reduced build costs (such as concrete structures). While for others this
was more about effective project management, or a vertically integrated business model that helps to
reduce costly delays.

I've seen both sides of it, it's important to be efficient and then everything should work
perfectly fine. It's all pros if you can finish the development on time. I've seen good
developments that go finish on time, you Buying off the Plans with only 10%, you don't pay
anything until you move in. You've made a proper gain, and a capital gain on 10%. The
developer gets paid, everyone wins. And I've been on sites where they don't finish on time,
and the interest eats away into the profit. Sunset clause kicks in, people pull out of their
contracts and they can't resell them and contactors don’t get paid.

The price cap for us is not an issue because our cost to build is less, our cost per square
metre is less.

With my vertical integration model, | can juggle my full team. If | need my plumber, | use my
plumber so we don't have any holdups. The subcontractor model, which | feel is kind of the
reason why | think the industry is so expensive because you pay margin upon margin upon
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margin. From a Maori point of view, our ethos is he waka eke noa you know, everyone in a
canoe paddling, how can you be there when you're multiple different companies?

| think as long as the timeframe doesn't really increase too much, if you can do it in 12
months, it would only be if it drags out over 12 months, if it drags out over a couple years.
Construction costs are going up at the minute but... | haven't seen the contract but, | don’t
know if there would be any allowance for construction costs rises. A lot of stuff for Kainga Ora
is through their preferred suppliers anyway, so the costs are all there. Normally for most of the
stuff we do, there's a clause in the contract for construction cost rises if it's out of our control.

If I've got a set of plans and then I've got my pricing from those plans. And then | know it's
going to go up in maybe six months times. | suppose it's up to me whether it's probably up to
me probably purchase everything prior to those prices go up.

Most of our contracts, we are not affected too badly by it, as long as you get it done fast
enough, within the contract within 12 months. But if it's like a two or three-year period there's
going to be some considerable rises to materials.

The only negative | can see and it's not so bad at the moment butwhen the market was going
up so much, when you are locked into a contract say, if you contract today and.the job doesn'’t
start for 12 months they you don’t make as much money-because you have locked in that
price six months ago but | don’t think that's a huge issue.

4.3.b. Effort to reward ratio

The businesses are time-poor, and while many have the will to take part in the programme, and see
both commercial and societal benefits, they-need a straightforward and streamlined process, and
good level of responsiveness from Kainga Ora to enable them to take part and to make it worth their
while. While the commercial terms-may be attractive during the current housing market, if the market
improves, KiwiBuild Buying off the-Plans will become less attractive. For those that have access to
funding, the benefits to taking part-don’t necessarily outweigh the additional effort and delays.

The decision-making process is just so long winded you almost give up. Frankly if the spec
housing market was better, like it was two years ago, we wouldn’t even bother with Kainga
Ora.

I’'m.unsure about how to go forward, with how to get going with these Kainga Ora new builds,
there’s just no relationship there to build with anyone. It’s just in the too hard basket, now I'm
just going somewhere else to look for other work.

Ifit's hard to communicate at the very start, we drop out because you know it's going to be a
frustrating build. If they haven’t got good communication at the start, they are going to have it
the whole way is what we’ve noticed.

The amount of paperwork is an issue, it's ridiculous. If they can make that an easier process
we might be able to do it. We do have the skills and capability to deliver, it's purely a time
thing to secure it.

Yeah, my resources quite precious. You know, with my people. So why would we? They've
basically got to try to compete with the private market price.

For us as a Maori company it would be so awesome to be involved in something on a bigger
scale, to be able to help and do something about it but | just think there is too much
bureaucracy to be able to wade through for us. Business people we are action people we just
want to get stuff done. If you make the hoops too hard to jump through, then we are just not
going to.
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It's way easier to do your own initiative, you just say this and then you do this and then it's
done. It's pretty easy. | feel like, all my dealings with them and all my hui with them, financially
| could make this work anyway without going through this hassle.

For some suppliers, the lack of response, or negative feedback from Kainga Ora to date, has led them
to seek other ways of fulfilling their desire to support their communities through affordable housing
initiatives.
We feel like hand on heart if we can make an incremental contribution to improving housing
stock and housing available for people in the community by doing what we are doing and

reaching out across these social housing communities, we can actually add value in some of
these places. We can do this without Kainga Ora, we will do that anyway.

We’d probably get involved with Papa Kainga housing because we are bent that way. If it’s
too hard you just don't bother. Just some of the interactions we have had with other social
housing providers you think OK, we can make a contribution in that space we'can make.

For the last 10 years | was working on large million-dollar sections, it's just stupid, especially
when not one of your staff that could afford one section. So now I've got boys here who I've
helped buy houses on developments we've built...I personally-bankroll a house-and land
package for them at cost... Basically we are gifting them.a huge .amount of capital because
the house could be worth $900,000, but it costs them $680,000. So it's affordable. We do
that, for probably two or three staff members a year at this'stage, but.I'm looking at that and
that's just that's just an in-house initiative.

| want to set up something myself where | can provide rent to.buys for people because it
needs to happen and it's way too hard, even if you are earning good money and two incomes
it's just way too hard these days.

4.3.c. Access to land

Access to land was seen as one of the major impediments to taking part in the scheme, particularly
with the minimum.number of KiwiBuild properties set at 20 for the main centres, or 10 for Tier 2 urban
environments.‘For some this was cost related, but for others it was just about the availability of
suitable sized plots-in their region.

The only thing with a development that size is it's a lot harder to get a plot of land. That's the
only thing, with-a plot of land that big, it is a lot harder to find in the main centres, in smaller
centres it's a lot easier because it's a lot more available. In Canterbury, I've noticed that a lot
of developers are shifting to smaller ones as opposed to the bigger ones because some of the
bigger guys got stuck with a heap of houses they couldn’t sell (open market not Kainga Ora).
I've noticed a lot of them, going towards the smaller developments 4, 6, 10. There's not so
many over 20, there's a couple of guys doing it but not many.

Land being so expensive for one and the infrastructure that goes into that.
The first is access to land, what are the things they can do to facilitate land.

Especially here in Rotorua there's not too much [suitable] land left around. And the only land
that’s big parcels of land that is owned by Maori, by iwi.

4.4. Recommendations

Based on the above feedback and concerns, the following steps were suggested as a way for Kainga
Ora to make the KiwiBuild Buying off the Plans Initiative more appealing and accessible for Maori
suppliers. These included:
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4.4.a.

Give the developers access to supplier discounts to reduce their costs and increase profit
margins
Support to facilitate the purchase of development-ready land or provide development ready
land
Reducing the minimum number of KiwiBuild homes to:

o Allow for smaller developments

o0 Make larger developments more profitable for suppliers
Reach out directly to Maori suppliers to provide in-person information about the initiative,
ensuring there is a nominated contact person rather than generic email address.
Reduce bureaucracy to avoid unnecessary delays and improve the response time from
Kainga Ora
Provide coaching/support to help Maori construction companies to gain the skills required to
move from construction into development — including feasibility, and financial/funding.
Give flexibility in the track record requirements to allow new suppliers a chance to prove
themselves

Reducing the minimum number of KiwiBuild houses

Reducing the minimum number of KiwiBuild homes was identified as a key step to help.clear the path
for more Maori suppliers. There were two distinct reasons for this-recommendation. The first was
related to capacity issues. Opening up the pathway for smaller sized developments.addresses this
issue while also solving the issue of a lack of suitable land for large developments.

There are just not many Maori developers in the market at the moment, especially not on the larger
end of the scale. For those that are just moving into development, having a smaller number of
KiwiBuild houses provides an opportunity to start with a lower risk, smaller development and build up
to larger developments in future.

There are just not that many of us, to be honest, that’s the truth, the majority of big players
that are Maori have already got enough-work. Another thing would be a capacity issue.
Having to scale up to deliver. Say there is a development of 20 they could maybe only do two
of those-20.

The thing.is there just aren’t any Maori developers. On the development panel them for
Kainga Ora there aren’t actually any Maori owned businesses and developers in the whole
country. They've got one, they have businesses with Maori working at them but not actually
owned by Maori. That’s actually one of the biggest issues. The companies that do the
development up here, they are big companies that come out of Auckland and Christchurch. |
think it’s more of a case that they just aren't available, there’s no one there.

It's got to be of a certain scale, if you were going to build 3 KiwiBuild houses it's not just worth
it because KiwiBuild will only underwrite a certain number, and they will only underwrite a
minimum amount - it needs to be 20, so your land needs to be big.

On paper, it's really good, and probably going to have some good success but from and on
the ground point of view, to make that a reality in real life in a small place [is hard]. We're
quite large company. Probably one of the biggest construction companies in the area and for
me doing ten houses in a development that’s quite a big call.

We, wanted to just try and get three houses and then deliver and then if we done well with
people like 5-7 and then, you know, we do. Well, there then. We build up our capacity, you
know, 10 houses, 15, 20.

At this point in time, that's where we're just wanting to go look at, you know, quarter acre
sections and maybe quarter acre, you know maybe build you know 4 to 5 units and then build
up our equity where we are at, we will kind of scale you know from there and that's not that's



HEIGHT

not something we're at the moment, where we have the capital behind us and are able to buy
a big parcel of land.

People don't actually have the avenues or the contacts to be able to fund this stuff at this
scale. A lot of the Maori construction companies, they might have the capability, but they don’t
have the resource so they need the resource, they rely on Kainga Ora to be the developer.

The second reason for reducing the minimum number of KiwiBuild houses, related more to the
commercial benefits and enabling developers to maximise the overall yield from their development.
By reducing the share of the development committed to affordable housing, developers would have
more scope to make good returns from the open market. For a small number of the suppliers, there
were also concerns that the presence of affordable housing could have a detrimental effect on the
value of the other houses.

From a smaller place like Whangarei there would be more buy in from developer if there was
a reduction the threshold in the amount of houses that they require per subdivision. For
developers, 10 in a place like Whangarei is a big call. Obviously, they are trying to increase
the value of their development, and so therefore if you have better housing or more expensive
housing it's going to increase the land value. From an overall return position, you_go through
a two-year process of massive outlay, you finally get to take-it to market, then-you're wanting
your maximum vyield off that investment. The downside.is they're like, you know, why would
we, you know, why would they want to cap the housing price in there and 720,0007? | think
that's what I'm probably one of the biggest ones'that | see as a downfall.

If they had five in a development, it would be different because in out of the out of the 30 |
build | know that 5 are going to be affordable and under the threshold $720,000. But | think
that with a number like ten it's guite a lot.

I mean if you think about'it exactly, it's the demographics of the area as well, isn't it. | would
assume you have to'go out to members of the public for consultation. | don’t know if there is
going to be push back on that. There is a lot of naivety out there, and people have
perceptions of Kainga Ora tenants.

There was a perception that the scheme had been developed just for the big players already in the
market.

The reason they've-done this KiwiBuild is for the G.J. Gardners and you know, Classic
Builders for all of these guys to be able to just go in. It's an easy fix so that they can get
funding to do speccies to get it stitched up, get it on the market. That's what it's geared up for
is.the big players. You know it's for me as a M&ori business, yeah we will be big players one
day, but until such a time as we are a big company, a bigger one, it's going to be really hard,
it's going to be really, really difficult.

It all depends, it's size and scale, if you are building 60 or 70 houses, maybe 20 is not so
much. But if you are doing a scheme of 30/35 or even 25 there are obviously discussions that
need to be had around that. Every case is going to be different depending on the size and
scale of the development.

4.4.b. Targeting homes for specific groups

After hearing about their strong desire to help their communities, we asked some of the suppliers
whether they would be more inclined to take part if the homes could be prioritised for Maori. The
reactions to this were mixed, with some very much in favour of this, and others not wanting to see any
changes to the policy in this regard.

100% dead right. That’s why | wanted to get involved in these Kainga Ora repair jobs.
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If people need houses, it shouldn’t matter who they go to. If someone has the money and they
want to live there they should be able to.

Partnering with iwi was seen as one good way to access funding. Without speaking directly to them,
it's hard to know if this would incentivise iwi to take part in the scheme as a developer or in a JV but it
is something worth exploring. It was also noted that a lot of the development ready land in the regions
was iwi land.

I've been talking with iwi and | say you know ‘if you have some capital, and we went and
brought the land we went and did this this and this and you used your money to be able to
invest into the development of land’. Because basically it would be an advantage to Maori
businesses if iwi and entities like this were able to invest capital into land development. Then
that's easy because we don't need the banks.

What we would like to see ourselves doing is getting involved in is papa kainga housing for
the community eventually.

4.4.c. Upskilling and education for Maori suppliers

Most agreed that education was required to support Maori suppliers with the business acumen
required to move into development and take on a larger scale development. Key to this is
understanding the implications, risks, and feasibility for their businesses in order to make informed
decisions.

Being a really great builder and being a really great businessperson that's able to actually
grow your business are two different things.

There needs to be education around it. You don’t know what you don’t know. | have been
fortunate to be involved with'developers and over the past few years. | know how it works, I've
gained funding partners; I've gained, financers, contacts with financers who can fund us but
that's not that's not the normal interaction. Mast people in the industry have much less
exposure.

There are a lot of Maori construction businesses around but there is a big difference between
development'and construction.

Going from being a builder to becoming a developer - it's actually a completely different
landscape, a completely different set of rules. The entire structure of your business is different
so there needs to be education on how you can transition into this space.

| think-the first thing that could be disadvantaged to them as the Maori suppliers, is just
business acumen, you know, and learning their side. That's probably my biggest thing. How
money works, what if | do this? What implication is going to have to my turnover, and if |
change this and how is everything my bottom line? | feel like from a Maori point of view, going
into these situations it's about having enough business acumen to be able to be like, hey, like,
you know, this is a good decision. Knowing what position you actually have to be in to actually
pull something like this off.

Its more the process in trying to secure it, the time taken, competing with larger companies
where they are paying people to do it, that’s mostly where Maori enterprises downfall is, the
time it takes to be able to complete the paperwork. And us, it's me doing all of that. | do that
because it's our business, but we are competing with larger companies who pay people to do
that.

Feasibility is the most important. How they engage, I'm not sure how, but feasibility could be
the most important [for Kainga Ora to help with]. From there it will drop out what are the
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construction costs, what is the sale price, where is the risk and do all of those numbers. Other
than providing those services, I'm not sure what KiwiBuild could do more.

Requirements around track records also need to be flexible enough to allow new players to enter the
market.

One of the things is that developers have to have a proven track record...So what you're
saying to me | need 20 years’ experience. You need to have the capabilities in order to pump
out this amount of houses, but in order to be able to do this [in the first place] you need to be
able to trust us. That's a big thing for me because | haven't really seen too many companies,
even non-Maori businesses, really, really pushing this. | think the threshold is a little bit too
high, | think a different tact for Maori, thinking a bit outside of the box is required.

4.4.d. Engage directly with Maori suppliers

A consistent theme across this project, and other research Height has conducted with Maori
suppliers, is a call for more face-to-face interaction when dealing with Maori suppliers. Sharing
information verbally is typically considered much more accessible, and easily digestible.compared to
providing online or written documentation. Crucially, face-to-face engagement also is integral to
building trusted relationships and meaningful connections.

While face-to-face engagement is generally considered more culturally appropriate for. Maori
businesses, it's important to note that individual preferences and circumstances may vary so the
recommendation is to provide a range of engagement options.

If Kainga Ora wants to ensure that Maori suppliers are aware of the KiwiBuild Buying off the Plans
Initiative, providing opportunities for suppliers.to connect directly with the team and ask questions was
seen as the most appropriate avenue.

For me and a lot of our people, having phone call conversations is much more appropriate for
how we network. Forme this is very accommodating to the way | like to do business. It would
be much easier'if I'm-able to talk to someone and just talk through a process rather than just

being referred on because that's not working. It's obviously just not working on multiple levels.

[They should have] workshops and pieces where people can go [get information]. Even some
type of person in the middle, who could coordinate the consultants and the financial side and
bring it together.

They-have a person there that | talk to, but you never get a face-to-face meeting. They
package it off and send it off to the assessment team. If they engage a lot better - face-to-face
- we could ask what the issues are and find a solution.

It's almost like there needs to be an independent, go to person in between govt and the
builder. | feel like if there's an independent or even a trust so it has to be held to account by a
board of directors, between the govt and private builders, | don’t know, that might be doubling
up on bureaucracy, but | feel like there’s too much of a disconnect between government and
private.

The supplier's number one suggestion to engage more Maori suppliers was to take a direct approach
and to reach out directly using existing databases such as Amotai.

Just give us a ring. It's not hard having a korero or a conversation. It would be wonderful to
have a conversation with them.

We are on Amotai, we have been doing this for 17 years, we have 500 units in the market and
no one has asked me to do KiwiBuild work so that might be part of the problem.
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There are already supplier directories, like Amotai, so they can utilise those because those
are all Maori and Pasifika businesses.

Having the website is all good, but | think you have still got to get the word out there for
people to look at it.

Amotai is probably the first thing that comes to mind where you engage with the buyers and.
At least have an initial sit down and talk it through with all the jargon taken out. You know, a
lot of Maori businesses, we just want to understand, what are the risks and you know. What
do | need to do have to do with regards to actual capital investment? What do they need from
us? What do we have to prove to them to get in the door? Can we negotiate terms?

For me it's just an actual conversation face to face. You know, talk to them and seeing how
can we get a foot in the door to work with them? What's the simplest way for us to engage? |
say Amotai because we are already involved.

They need a dedicated person to do engagement [with M&ori businesses], if not daily then
weekly or monthly. And say this project is coming up we'd like to discuss it with-three of your
members. Get them on the phone and see if you can nut it out. And even if it's JV's.or
something, two companies linked or associated with Amotai and they end up working together
because that's how it works commercially. We don’t know thatthat's possible until-we sit
down and discuss.

Just call and email. It's hard enough for people to answer their own.phone so they are hardly
going to go online and look for something else.

They need to make themselves more visual‘and invite us in for a discussion. We don't know
what we don't know. We don’t’know what they require and what they need. We don’t know
have good engagement,.if we-don’ have that meet at the table, there's only going to be that
select few that, you know, maybe have-broken.into that circle that are going to get the work.
And if I'm sure what percentage they have at the moment, but you know, there's a lot, M&ori
people, builders.like myself out there that want to engage with Kainga Ora and KiwiBuild and
talk to hopefully get some sort of relationship established.

4.4.e. @onclusien

The suppliers taking. part.in this research were heartened to hear that Kainga Ora was undertaking
this research and hopeful that the recommendations would result in Kainga Ora reaching out directly,
as well as taking steps to improve the interface with suppliers including better responsiveness and a
human face rather than anonymous email addresses and online forms.

It's almost like a problem in itself to fix the problem with how Kainga Ora work with builders.
It's great that Kainga Ora are looking into this, it's a great Korero and well worth investing into.

What we want to do is try to encourage them to have a more user-friendly interface with the
builder/developer community.

The suppliers have the moral drive to help address the housing shortage and get more people into
their own homes. A little targeted support, and consideration of the minimum number of KiwiBuild
homes would go a long way to helping Kainga Ora meet their aspirations of increasing the number of
Maori businesses in their supply chain.

The heart is there from the people on the ground, there are builders and developers out there
that want to help, it's just about making it easier between the two.
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5. Appendix 1 - Interview Questions

The interview questions were broken into three sections designed to their understanding of the
KiwiBuild Buying off the Plans initiative, get feedback on their involvement with the programme if they
have any past experience, and finally to gain suggestions to make the initiative more
appealing/accessible to Maori suppliers.

5.1. Section 1

Section 1 sought to understand what the suppliers knew about the KiwiBuild initiative, what they saw
as the pros and cons of taking part and identify any specific barriers that Maori suppliers may face.

After completing questions 1-7, suppliers were provided with some basic information to clear up any
misconceptions or knowledge gaps that had been raised.

Table 1 Section 1 Questions

What do you know about the KiwiBuild programme and what it means for suppliers?
Where did you get your information/understanding about KiwiBuild from?
What do you see as the pros and cons from a supplier perspective?

A

Are there any pros or cons you think are specific to'Maori or.impact Maori suppliers more
than other suppliers?

Have you applied or built KiwiBuild houses? (If yes, skip to Section 2)

o o

If no, have you seriously considered it? Why/why not?

7. Do you know others who have-built for KiwiBuild? What do you know about their
experiences?

8. Provide basic KiwiBuild overview if required
(Optional) Now-that you. have'more information does this seem any more or less
appealing to you? (skip to Section 3)

5.2. Setction 2

Section 2 included questions specific to the suppliers that had taken part in the KiwiBuild programme
previously. As no suppliers had worked on KiwiBuild, this section was used to gain feedback on
working.with Kainga Ora more generally.

Table, 2 Section 2 Questions

9.  What was your experience with KiwiBuild like? (Prompt if required)
o What were your experiences during the tendering/application process?

e How did you find the relationship with Kainga Ora and contract management
process?

o Was the contract fit for purpose/right size?

e What happens when circumstances change? Are there options for re-
negotiation?

e Wrap around support/pastoral care to ensure success?
e How was the feedback process?
10. Would you do it again? Why/why not?
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5.3. Section 3

The final questions in Section 3 provides an opportunity for the suppliers to give feedback on any
steps that would make KiwiBuild more accessible or appealing for Maori suppliers.

Table 3 Section 3 Questions

11. What suggestions do you have to make KiwiBuild more accessible or appealing to Maori
suppliers? (Prompt if required)
¢ What would need to be done to make it more attractive from a commercial
point of view?
e How can Kainga Ora better communicate to Maori suppliers
e How can Kainga Ora better manage relationships with Maori suppliers
e What outcomes would you like to see? i.e., homes going to specific
communities, or prioritised for Maori?
12. Do you have any further comments or feedback for Kainga Ora or the KiwiBuild team?





