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Executive Summary

CCF NSW acknowledges the draft Sustainable Construction Protection of the Environment Policy
(PEP) as an important step toward embedding environmental outcomes in infrastructure delivery.

Representing over 400 civil construction employers across NSW—including Tier 1 organisations, mid-
tier contractors, and regionally based firms—CCF NSW supports the NSW Government’s
decarbonisation ambitions. However, we urge agencies to ensure that implementation is practical,
proportionate, and sector-sensitive to maintain industry health throughout the net zero transition.

Importantly, we commend the NSW Government and Infrastructure NSW for differentiating
between infrastructure and building projects through the proposed thresholds. This distinction
acknowledges the fundamental differences in delivery models, market structure, and procurement
realities across construction subsectors.

For the NSW Government’s Decarbonising Infrastructure Delivery Policy and the PEP to succeed, this
distinction must be maintained through implementation, guidance, and compliance across all
delivery agencies—not just in threshold design. A one-size-fits-all approach risks unintended
consequences, particularly for the local civil construction industry operating at the tier 2 level and
below level.

Key Points:

e Civil construction is distinct and high-performing.
New Productivity Commission data confirms that heavy and civil engineering has delivered
44% labour productivity growth since 1994-95, far outperforming building construction
(—13%). Treating construction as a single sector risks blunt or counterproductive policy.

e The PEP’s $100 million threshold for infrastructure projects should be subject to review.
Many NSW-based, Australian-owned contractors successfully deliver government
infrastructure projects in the $100-$300 million range as head contractors but do not have
the internal compliance resources of Tier 1 firms. CCF NSW recommends lifting the threshold
to $300 million to better reflect the structure of the local market. However, if the $100
million threshold is retained, we strongly recommend the NSW Government commits to a
formal review within two years to assess its impact on market participation, competition,
and project delivery diversity.

¢ Agencies must do the work up front so disproportionate obligations don’t fall on industry.
While formally targeting agencies, the policy’s real-world impact will be shaped by if and
how procurement models, requirements and contract terms shift administrative and
technical responsibilities to contractors.
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e Avoid layering red tape.
The PEP should not add to industry reporting obligations without removing duplicative
requirements elsewhere. Reporting alignment with Commonwealth Mandatory Climate
Related Financial Disclosures and National Greenhouse and Energy Reporting Schemes and
timelines is critical.

e Support delivery with industry guidance and investment.
Digital tools, consistent recycled material specifications, and clear reporting standards are
essential to enable equal participation and, particularly for tier 2 contractors and below and
regional contractors.

Detailed Response to the PEP

Introduction

The Civil Contractors Federation NSW (CCF NSW) welcomes the opportunity to respond to the draft
Sustainable Construction Protection of the Environment Policy (PEP) and associated guideline and
impact statement. We strongly support the intent of the policy to drive improved environmental
outcomes through infrastructure delivery.

As the peak body representing the civil construction industry in New South Wales—including Tier 1
firms, mid-tier contractors, and regionally based SMEs—we offer this submission as a constructive
partner. CCF NSW represents over 400 civil construction businesses across the state, with half
located in regional NSW. Our aim is to ensure the PEP is both effective and workable: lifting
environmental performance without adding red tape that undermines participation,
competitiveness, or the capacity of the civil contracting industry to do what its does best—deliver
critical infrastructure for NSW communities.

The PEP applies formally to government agencies, but its obligations will be transferred in practice to
contractors through procurement, contract terms, delivery expectations, and reporting
requirements. This dynamic must be explicitly recognised in policy design and implementation.

Our comments focus on the application of the PEP to infrastructure projects, rather than building
projects. While all NSW Government construction includes civil works, it is in large-scale
infrastructure—roads, rail, bridges, utilities, maritime and similar projects—where our members’
core expertise lies and their engagement with government is most direct. This is also where whole-
of-government construction policies can have unintended consequences if not designed with civil
infrastructure delivery—and the civil contracting industry specifically—in mind.

Understanding the Construction Industry: Not One Sector

Government policy too often treats the construction industry as a single, uniform sector. This
generalisation overlooks the fundamental differences between its subsectors—differences in
delivery models, market structure, business composition, balance sheets, and regulatory exposure.
The result is policy that can miss its mark: either failing to shift outcomes where needed or creating
unintended burdens where they don’t belong.

To design effective, targeted reforms—especially those tied to procurement, infrastructure delivery
and decarbonisation—it is essential to distinguish between:

e Heavy and Civil Engineering Construction (ANZSIC 310):
Roads, rail, water, energy, and public infrastructure. Delivered primarily by civil contractors,
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this subsector is capital-intensive, government-led, and regionally distributed. CCF NSW
represents members in this sector.

¢ Building Construction (ANZSIC 301):
Includes both residential and non-residential buildings (e.g. homes, schools, hospitals).
Typically market-driven and delivered by builders and developers. Multinational Tier 1
contractors laregely sit in this space. Peak bodies such as the Australian Constructors
Association primarily represents this subsector in relation to Government infrastructure.

e Construction Services (ANZSIC 32x):
Includes plumbers, electricians, and other trades supporting both building and civil
construction.

Lumping these subsectors together under the broad label of “construction” leads to misplaced
procurement models, misaligned compliance settings, and unrealistic expectations that do not
reflect how the industry actually operates—or what is needed to maintain its viability. Civil
contractors are not multinational builders or developers, and regulatory frameworks for
infrastructure delivery must recognise and respond to this distinction.

The civil sector is foundational. Whether it’s a delivering a hospital, road upgrade, or housing estate,
civil contractors are first on site and last to leave—delivering the infrastructure that enables every
other part of the built environment.

In NSW, the civil construction industry directly employs around 60,000 people, with half of CCF
NSW’s members located in regional areas. Most are Australian-owned SMEs that operate in fiercely
competitive markets—often delivering government infrastructure under Construct Only or Design
and Construct models. Policy design must reflect this operating context.

Productivity Differences in the Infrastructure and Building sectors

New analysis from the Productivity Commission’s 2025 report, Housing Productivity: Can We Fix It?,
reinforces the importance of treating civil construction as a distinct and high-performing part of the
construction industry.

Since 1994-95, labour productivity in the heavy and civil engineering sector has increased by
44%—nearly matching the economy-wide average of 49%. In contrast, building construction
productivity sits at -13% over the same period, dragging the average productivity of the
“construction industry”as a whole down to 13%. (see attachment).

This data strengthens the case for sector-specific policy responses that agencies should consider.
Civil construction is not only aligned with government infrastructure goals—it is delivering strong
productivity outcomes. Reform efforts must reflect this distinction to avoid blunt or misdirected
interventions that could stifle one of the most capable and essential parts of the construction
ecosystem.

The PEP is a key opportunity. But to succeed, it must support—not sideline—the civil contractors
who are central to delivery of all NSW government infrastructure projects, as both head
contractors in their own right for projects up to $300m, and as subcontractors and suppliers.

Why This Matters for NSW

A healthy, competitive civil construction industry is essential to the State’s ability to deliver
infrastructure efficiently, affordably, and at scale. Government cannot afford to rely on a narrow
field of major contractors—it needs a strong and diverse ecosystem of capable firms across all tiers
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to drive value, stimulate innovation, maintain local jobs and skills, and deliver across the state,
including in regional areas.

If regulatory settings make it too hard, too costly, or too slow for local civil contractors to participate
in NSW Government projects—particularly as head contractors—then the pool of bidders will shrink.
Over time, this reduces competition, inflates prices, delays projects, and erodes the industry’s
resilience. Already, with a tightening economy and NSW Budget pressures, we are seeing signs that
local firms are redirecting their focus to other states, like Queensland, where infrastructure markets
are accelerating and procurement is seen as more proportionate and predictable.

For NSW to remain an attractive and competitive place to do business, government must lift
environmental standards in a way that maintains market access, supports sovereign capability, and
fosters fair opportunity for the full spectrum of qualified civil contractors—not just those with the
size and overhead to absorb new compliance burdens.

CCF NSW highlights the following issues and recommendations regarding the PEP:

1. Threshold Design and Industry Capability

The proposed $100 million threshold for non-building infrastructure aligns with the NSW
Government’s Decarbonising Infrastructure Delivery Policy (DID Policy). However, CCF NSW urges
the EPA and NSW Government to critically assess whether this is the right starting point for
implementation without significant investment in supporting industry capability.

Many head contractors delivering infrastructure projects in the $100-$300 million range are
Australian-owned, NSW-based businesses that do not have the scale or in-house sustainability teams
of Tier 1 firms. In contrast, Tier 1 multinationals—whose balance sheets allow them to compete for
any project, including those well below their typical scale of $300m-plus—have embedded ESG and
carbon management capacity.

Without deliberate effort to maintain a balanced pipeline of opportunities across all tiers, there is a
risk that new or compliance-heavy settings will erode competitiveness at the mid-tier, enabling Tier
1s to further dominate—even where smaller local firms should be competitive to deliver
government projects in their own right. This could reduce diversity, increase delivery risk, and
undermine the NSW Government’s broader policy objectives to grow local capability.

Without structured support, the PEP risks locking out local civil construction firms from precisely the
project value range where they are most competitive, where capability can be built, and where
economic and sovereign capability goals—including the NSW Government’s Local Procurement and
the Federal Government’s Future Made in Australia ambitions—can be realised.

Notably, the Centre for International Economics (CIE) did not assess potential impacts of applying a
higher threshold for infrastructure projects (e.g. $200m). This is a gap in the evidence base that
limits understanding of the competitiveness and access implications for Tier 2 and 3 contractors.

¢ Recommendation 1:
e CCF NSW recommends lifting the threshold to $300 million to better reflect the structure
of the local market and to support local procurement for infrastructure delivery. {
e However, if the $100 million threshold is retained, we request a formal review within two
years to assess its impact on the number and diversity of head contractors bidding for :
and winning $100-300 million infrastructure projects;
e The nature and scale of compliance costs borne by industry;

e Shifts in market concentration or delivery risks.
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2. Responsibilities Will Be Shifted Downstream

While the PEP places obligations on agencies, the administrative and technical burden will be passed
to industry via procurement. This includes requirements to:

e Measure and report upfront carbon;

e Track recycled content usage;

e Justify material and design choices;

e Demonstrate conformance with evolving guidance.

This dynamic must be acknowledged explicitly and minimised wherever possible. Without care, the
policy could result in yet another layer of red tape imposed on industry through government
procurement—adding undue complexity and barriers to entry. Success depends on agencies doing
more of the work up front, not passing it on through complex processes and contracts.

3. Agencies Must Do the Work Up Front

CCF NSW members report that when policy/project ambitions are embedded as vague or open-
ended expectations at the market sounding or tender stage—it leaves contractors to interpret,
define, cost, and deliver outcomes that agencies should have scoped earlier. This inflates bid costs,
and shifts the burden of thinking, innovation, and time to industry—usually without compensation.

PEP obligations must reflect the realities of different delivery models. In Construct Only contracts,
where contractors are delivering to a pre-determined design, they may have limited influence over
material selection or low-carbon design choices. However, they will still be responsible for
confirming that the materials used align with contractual specifications. It's important that PEP
reporting and compliance requirements remain proportionate to a contractor’s level of control,
maturity and what is reasonable.

This approach:
e Increases bid costs, especially for contractors without in-house sustainability expertise;

e Undermines transparency and consistency in evaluation;
e Rewards firms with greater internal capacity to attend multiple market soundings—not
necessarily those best placed to deliver value or innovation.

" Recommendation 2: Agencies must:

e Establish clear sustainability baselines at the business case and concept design stages;

e Ensure PEP requirements are considered during agency State Budget and project budgeting
processes, as well as business case and planning approval stages (e.g. REF) so sustainability
obligations are scoped and budgeted appropriately before projects reach the market.

¢ Include specific and measurable sustainability and material requirements in tender
documentation;

e Ensure a healthy allocation of Construct Only contracts from projects $100M and above,
rather than defaulting to D&C models to outsource early design decisions—supporting a
more inclusive and sustainable industry and supply chain;

e Share assumptions, modelling, and data used in early planning to give bidders a clear and
consistent foundation.

e Provide bid cost reimbursement for early contractor engagements

We commend Transport for NSW’s phased rollout of the Engineering Carbon Cost Library and urge
the development of consistent classification and reporting tools across agencies.
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4. Fair and Consistent Use of Procurement Levers

The government has a legitimate role in using procurement to drive sustainability and circular
economy goals—but this must be done transparently and consistently across agencies. Without clear
expectations and fair cost allocation, contractors are left to navigate inconsistent requirements,
raising risk and increasing costs of infrastructure delivery without full benefits being realised.

The “if not, why not” principle is sound in theory, but in practice, it creates ambiguity unless paired
with standard specifications or material targets that can be priced and delivered consistently.

" Recommendation 3:

e Develop clear, consistent sustainability specifications by asset class or material type, to
support market certainty and comparability (eg Transport for NSW’s Engineering Carbon
Cost Library)

e Avoid inconsistent or unscoped agency expectations that shift costs onto bidders;

e Where agencies seek industry input on sustainable design pathways, recycled alternatives,
or low-carbon options during market sounding, EOI or interactive tender activities, bid cost
contributions should be promised and specified up front. Contractors should not bear the
risk or cost of developing solutions that primarily benefit the client, particularly if they are
not awarded the work;

e Engineering specifications will need to be reviewed and reflect the recycled material
intention of the Policy to enable alternative products to be used in construction.

e Where early market engagement is expected to generate insights or innovations,
compensate contractors for that professional service;

e Incentivise sustainability innovation/flexibility during delivery (pain share/gain share).

5. Align with Broader Procurement Reform and Reporting Requirements

NSW Treasury s reviewing NSW procurement practices. The PEP should align with this agenda and
with the 10-Point Commitment to the Construction Sector. It should also align with broader
sustainability and reporting frameworks.

+"Recommendation 4:

e Streamline reporting requirements and integrate with existing monthly and quarterly
reporting and data requests.

e Avoid layering new obligations without retiring or consolidating others. Every additional
reporting line, duplicated template, or unclear requirement creates a barrier to
participation—particularly for regional and mid-tier contractors.

e Ensure consistent reporting expectations across agencies and project types.

e Implement the PEP with a no net increase in reporting requirements for industry. Any new
obligations must be offset by the removal of duplicative or low-value reporting elsewhere.

e Align PEP reporting with forthcoming Commonwealth legislation on mandatory climate-
related financial disclosures, including phased implementation timeframes to minimise
duplication and administrative burden.
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Recommendation 4 continued:

e Ensure compatibility with existing reporting frameworks, including the National Greenhouse
and Energy Reporting Scheme (NGER), Infrastructure Sustainability Council (ISC) ratings, and
agency-specific sustainability requirements.

e Ensure the PEP complements, rather than duplicates, these frameworks—particularly for
contractors who contribute client data but fall below formal reporting thresholds
themselves.

6. Tailor Requirements for Construct Only Projects

Not all contracts provide contractors with design influence. Construct Only projects require a more
pragmatic implementation approach. These contracts are typically based on agency-supplied designs
and specifications—so if low-carbon materials or recycled content are required, they must be
identified and costed up front as part of the business case, budget, and tender documentation. This
allows contractors to deliver against clear expectations, without bearing design risk.

In contrast, implementation under Design and Construct (D&C) models is more complex. Because
the scope is less defined at tender stage, the PEP will need to be embedded into performance
specifications and evaluated as part of bid design solutions—adding complexity, time, and cost to
the process.

Recommendation 5: Introduce a streamlined PEP pathway for Construct Only delivery, focused on:

e Requiring agencies to specify low-carbon or recycled materials in the design phase, with
associated costs factored into the business case and tender documentation;

e Ensuring agency accountability for upfront planning, including the integration of PEP
requirements into design documentation; :

e Allowing for simplified as-built reporting by contractors using default data sets, where design
or material choices are not within their control. /

" Recommendation 6: To ensure consistent and confident compliance across the industry, the NSW ""’.__
Government should support implementation with clear guidance, practical tools, and capacity
building.

CCF NSW recommends the following actions:

e Develop and adopt standardised methodologies for calculating upfront carbon;

e Require disaggregated reporting of material and transport emissions to ensure fair lifecycle
assessments;

e Establish consistent recycled content specifications across all NSW infrastructure agencies

e Deliver training and capability building for both agencies and industry participants;

e Implement a phased rollout that allows Tier 2 and other mid-sized contractors to adapt over
time, while supporting early movers to lead.
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8. Measure Industry Impact as well as Environmental Outcomes

The PEP proposes strong environmental reporting. But public policy must also track its impacts on
industry capability, diversity and delivery confidence.

¢ Recommendation 7: Publish an annual PEP Industry Impact Snapshot alongside environmental
reporting. Include:

e Contractor participation, ownership, and regional footprint;

e Tender and award concentration trends;

e Feedback from contractors and suppliers on cost and price impacts;

e Uptake of high-value recycled applications.

e Insights and case studies (both positive and lessons learnt) to support continuous
improvement and shared learning across government and industry.

e Track recycled product supply chain development and availability, especially for commonly
specified materials.

e Monitor price and procurement impacts, including the ability of smaller firms to access and
trial recycled alternatives on a competitive basis.

Conclusion

CCF NSW supports the goals of the PEP and the broader push toward sustainable infrastructure
delivery. However, environmental ambition must be matched with implementation practicality—and
underpinned by a laser focus on removing red tape that discourages or disqualifies capable local
firms from participating as head contractors, subcontractors, and suppliers.

Government cannot deliver these outcomes alone. It needs the full breadth of the construction
industry—and in particular, civil contractors and suppliers—as active, viable partners. That requires
clarity, capability-building, and procurement and reporting mechanisms that support a level playing
field and reward value and progress, not just scale and maturity.

We would welcome the opportunity to work with the EPA, Infrastructure NSW, and Transport for
NSW to shape implementation and ensure the PEP strengthens the civil construction industry on
which government relies to deliver its infrastructure priorities. This is a valuable opportunity to
empower our industry, drive innovation, and improve sustainable practices across NSW.

Yours sincerely,

soanl

Kylie Yates
Chief Executive Officer
kyates@ccfnsw.com

Attachment: Productivity Performance by Construction Subsector (1994-95 to 2022-23)
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Appendix: Evidence Base

Productivity Performance by Construction Subsector (1994-95 to 2022-23)
Source: Productivity Commission, Housing Productivity: Can We Fix It?, 2025, page 66

¢ Whole economy: +49%

¢ Heavy & civil engineering: +44%
e Construction services: +14%

¢ Building construction: =13%

e Aggregate construction: +13%

These findings reflect a more accurate picture of Australia’s construction sector than previous
aggregate data. They underline the need for policy and regulation to be tailored to sector-specific
realities. Treating civil construction as part of a broader “construction industry problem” risks
undermining one of the most productive, government-aligned sectors of the economy.

Figure B.1 - Labour productivity growth is slow across the construction industry” T
Index of labour productivity by industry subdivision, 1994-95 to 2022-23
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