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Current Problem 
Upcoming investment demand requires a broadening of our capital funding toolkit    

Unlocking economic value from the assets we already own presents an opportunity to deliver more infrastructure without 
increasing debt. Time and time again our infrastructure projects are cancelled, deferred, or rescoped to fit within constrained 
capital allowances, which not only adds cost, but means New Zealanders are not getting what is needed out of the 
infrastructure system.

Persistent underinvestment in infrastructure has impacted New Zealand’s economic growth and productivity, creating a need 
not only for new infrastructure to support a growing population but also for the renewal of existing assets that are costly to 
maintain and are underperforming. New Zealand’s upcoming infrastructure pipeline, valued at $150 billion, has a funding gap, 
with $60 billion yet to have identified financing sources. Addressing this gap via public borrowing alone would almost double 
our debt burden. Instead, we will need to broaden our capital funding toolkit.

Asset recycling – where capital that is realised from an asset is recycled back into higher performing infrastructure 
presents an opportunity to add to our funding and financing toolkit. This allows for public outcomes that are desired of our 
infrastructure to be met without the burden of additional debt.
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Infrastructure New Zealand’s Position
Asset recycling is part of the answer 

Asset recycling is not going to solve the infrastructure deficit by itself but will be an important tool to supplement traditional 
funding mechanisms and to make sure we are getting the best value out of the resources we have. Asset recycling could also 
bring forward the point of infrastructure renewal, delivering better outcomes to New Zealanders with fit-for-purpose assets.

Asset recycling can take different forms and brings multiple benefits

Asset recycling arrangements can involve partnering with private sector companies to deliver public services. This could 
include the direct operation of infrastructure, or commercial management of service delivery. Private sector involvement can 
incentivise the reduction of inefficiencies that persist in public sector agencies, where competing political and community 
priorities and the complexity of decision-making processes can hold back the drive for innovation. International private 
sector investment can also bring in specialist operational and commercial skills and technologies.

There are different degrees to which public assets could be recycled to release funding, including both sale and non-sale 
options depending on the community’s need to retain a level of control over the asset. Examples of asset recycling ownership 
models are as follows: 

	 Partial Ownership
	 Temporary Ownership (Lease or Concession)
	 Temporary-Partial Ownership
	 Full Ownership (Permanent Monetisation)
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Re-evaluating what we own would also help us achieve better value 
for money from existing assets

The public sector owns many valuable assets but many are either underutilised, or not generating optimal returns and 
benefits. On the other hand, business cases for new infrastructure investment are rigorous, with public sector agencies 
competing with each other to convince Government decision makers that their project is the best choice out of a limited 
funding pool during the annual budget process. 

New Zealand has done asset recycling well before but lacks national policy direction

Some agencies, and councils, review value for money of these assets against what they really need. For example, the 
Auckland Council and Eke Panuku portfolio optimisation programme looks at Auckland’s whole asset and services network 
and identifies ways to release capital while maintaining or improving services. But these examples are isolated and only rarely 
consider the whole asset system.

Other examples of asset recycling include Hawke’s Bay Regional Council’s 2019 sale of its minority share of 45% in Napier Port to 
fund the development of a new wharf. The IPO raised $234 million which allowed for the construction of the new wharf (completed 
in 2022 ahead of schedule and within budget) and a fund to invest in Hawke’s Bay residents. In 2018 the 100% holdings were valued 
at $291 million, and following the sale, the remaining 55% holdings were valued at $330 million on the Council’s balance sheet.

Government’s role in unlocking future investment via Crown Irrigation Investment Limited to correct for a market failure which 
meant regional water storage schemes were unable to attract a sufficient level of offtake agreements prior to construction to 
ensure they could be fully privately financed. The Government recognised that once constructed, a number of schemes would 
attract sufficient demand to be viable without the need for ongoing Government investment.

Taking a strategic, whole-of-system approach to asset recycling

We need to expand our thinking and continuously review the value for money and opportunity costs of the financial resource 
locked into these assets. This continuous review should be done at a national, whole of system level, so we can optimise 
value and outcomes holistically, unlock this capital and invest in infrastructure where we need it the most. There are strategic 
reasons why some infrastructure should not be divested to private operators; for example a road might appear to be of low 
significance in an asset owners portfolio from a valuation basis, but may form an integral connector between communities 
where alternative transport options do not exist.

National policy direction on asset recycling could consider the opportunity cost of continuing to maintain and operate existing 
infrastructure compared to monetising the asset and investing in new or upgraded infrastructure. It could explore which assets we 
should keep or uplift, and which could be sold or managed by others to improve economic, social and environmental outcomes.

To facilitate a strategic approach to system wide asset recycling, commercial capability will need to be improved to ensure 
that there is a “win-win-win” situation in asset recycling deals between the public agency, the private company, and the 
public users of infrastructure. This will include the valuation of existing public assets and an appropriate level of confidence 
as to the future revenue streams and cost risks associated with operating the infrastructure over time in order to price the 
asset recycling transaction fairly between parties.

For asset recycling to be an effective strategy to help fund the infrastructure deficit it needs to be long lasting and remain 
in place over political cycles. At a Central Government level this could include de-politicising the policy by assigning control 
to central agencies rather than individual transaction decisions being made at a Ministerial level (for example, via alignment 
with the 30-year national infrastructure plan). 
 
This inclusion of Local Government entities could also consider the use of incentives from Central Government. For example, a 
bonus payment for entering an asset recycling transaction, to support the improved use of this approach across New Zealand.

Key Recommendations
	 National policy direction is needed to increase the uptake of asset recycling, and also ensure that we are making 

consistent and optimal decisions that consider the New Zealand’s asset mix as a whole, and balances the strategic, 
financial, environmental and social outcomes of these transactions.

	 Consider the use of incentives from Central Government to encourage Local Government to take up asset recycling and 
work to the same long-term horizons for investment. 

	 Build commercial capability to ensure “win-win-win” outcomes.


