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Nadine Dodge
Principal Economist

How are we going to pay 
for all this fairly?
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The role of infrastructure pricing
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A trillion on infrastructure?
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No chance
What does a trillion dollars mean?
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So, if we can’t raise a trillion dollars, 
What do we do?
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Pricing.



Infrastructure is like pizza
Demand depends on the price
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What happens when prices are kept too low

Bread lines in the Soviet Union 
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What happens when prices are kept too high

Butter mountains in Europe
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What happens prices send the right signals
Masks during Covid pandemic
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Part 2: Pricing in transport now
The role of infrastructure pricing
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Transport pricing and investment
Current system settings

• Land transport was originally designed as a cost-recovery user 
pays model

• Investment is determined by policy:
• Since 2009, the GPS on Land Transport sets the level and mix of 

investment in the National Land Transport Fund

• NZTA administers the NLTF, with discretion to choose a funding target 
within GPS-LT ranges and choose projects within activity classes (unless 
otherwise directed)

• Prices are set by policy:
• Cabinet sets key transport prices (eg fuel excise duty, road user 

charges, vehicle rego fees)

• A Cost Allocation Model is used to identify how to allocate the cost of 
planned spending to different usersP
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Can we avoid a trillion dollars? 

Per capita investment by sector (inflation adjusted)
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Infrastructure Commission. 2024. Build or Maintain? New Zealand’s infrastructure asset value, investment, and 
depreciation, 1990–2022.
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Can we avoid a trillion dollars? 

Per capita investment by sector (inflation adjusted)
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Transport is increasingly paid for by 
non-users
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Summing it up
Pricing in transport now

• Per-capita investment is up 407% 
since 1990

• Disconnect between what we 
spend and what people pay
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What is our transport 
investment ‘need’? 



Part 3: How the money is being spent
The role of infrastructure pricing
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There is no lack of spending
But what we spend it on matters too
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Infrastructure Commission. 2024. Build or Maintain? New Zealand’s infrastructure asset value, investment, and 
depreciation, 1990–2022.
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What we are spending
Renewal spending to depreciation ratios

P
a

rt
 3

: 
S

p
e

n
d

in
g

0.0

0.5

1.0

1.5

2.0

2.5

State
Highways (CG)

Local roads &
footpaths (LG)

Electricity
distribution

(comm.)

Gas
distribution

(comm.)

Water supply
(LG)

Sewage
treatment &
disposal (LG)

Stormwater
drainage (LG)

Flood
protection &
control works

(LG)

Road transport Electricity and gas services Water and waste services

R
e

n
ew

al
 t

o
 d

e
p

re
ci

at
io

n
 r

at
io

12% to 
63% 
gap 18% 

gap

Little gap 69% gap 19% gap 35% gap 48% gap

No gap

$0

$500

$1,000

$1,500

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

2009 GPS 2012 GPS 2015 GPS 2018 GPS 2021 GPS

S
ta

te
 h

ig
h

w
a

y
 m

a
in

te
n

a
n

c
e

, 
o

p
e

ra
ti

o
n

s
, 

a
n

d
 r

e
n

e
w

a
ls

GPS-LT funding range Actual spending Actual plus emergency



Less Spending = Less Maintenance
Resealing work undertaken
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Less Maintenance = Worse Condition
Change in smooth travel exposure
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What we are spending
Capital upgrades
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Capital upgrades
More motorways, more congestion
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What does this have to do with 
transport for future generations?
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Ensuring that those who 
benefit pay – now vs. future

Asset Management – leaving 
assets in good condition



Part 4: What can we do about it
The role of infrastructure pricing
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What can you do about it?
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Design high value 
for money projects

1 Use Pricing Signals2

• Maintain what you have before 
building something new

• Look at lower cost and non-built 
options first 

• Chase value, don’t be ‘cost blind’

• Design solutions that cost less 
than the size of the problem

• Figure out how much people 
value your intervention

• Can you: 

• Use parking fees?

• Use a toll/congestion charge?

• Use a targeted rate?

• Use revenue to guide 
investment?



What are we doing about it?
P

a
rt

 3
: 

A
c
ti

o
n

Infrastructure 
Priorities Programme

1

Infrastructure 
Needs Assessment

2

Priority Reforms

3

Understand the long-term 

demand for infrastructure 

investment.

What are the financial 

implications of these 

drivers of demand?

A process for us to identify 

the top infrastructure 

issues and solutions.

A public menu of priority 

infrastructure proposals 

that have been 

independently reviewed. 

Identify policy and 

institutional changes that 

help achieve the desired 

goals. 

Strengthen incentives 

across the infrastructure 

system



What does good look like?
Our Infrastructure Priorities Programme
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Strategic 
alignment

Value for 
money

Deliverability

Does it align with the 
strategic priorities for 

New Zealand and 
sector level strategies?

Can it be delivered by 
the project’s 

proponents and the 
construction industry?

Is it likely to provide 
value to society above 
the costs required to 
deliver, operate, and 

maintain it? 



To find out more, visit our website
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https://tewaihanga.govt.nz/

Sign up here



Thank you for your time
Nadine.Dodge@tewaihanga.govt.nz


