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How do we see the problem? 
The current procurement model for large 
infrastructure projects is not working as 
well as it could be.

This is because it relies on attracting 
large constructors whilst limiting the role 
for local medium-sized constructors and 
long-term equity owners.  When things go 
wrong with construction, equity providers 
are passive. 

This effectively transfers construction 
and budget risk back to governments, 
and is resulting in substantial delays 
and cost overruns in some large projects. 
Furthermore, bidding consortia tend to be 
dominated by participants that exit and 
earn their profits shortly after construction 
is complete. They have little if any interest 
in the infrastructure asset’s long-term 
operational performance and outcomes for 
the public. 

IFM and industry super funds are 
reluctant to invest on these terms, as we 
don’t think it’s in the interests of industry 
super fund members or in the public 
interest. 

Australia’s pool of superannuation 
savings are ready to be deployed for major 
infrastructure projects to protect and grow 
the retirement savings of fund members, 
help create thousands of jobs and kick-
start the economy following the COVID-19 
pandemic. 

To this end, industry super-owned IFM 
Investors is proposing a new infrastructure 
investment model – the Building Australia 
Model - to better meet the needs of 
governments and the public.

Building 
Australia Model 
by David Neal	 July 2020

INSIGHT

David Neal
Chief Executive

INFRASTRUCTURE

The current procurement 
model for large infrastructure 
projects is not working as 
well as it could be.
David Neal



2

INFRASTRUCTURE

HEAD OFFICE
Level 29 | Casselden | 2 Lonsdale Street | Melbourne | VIC 3000 

+61 3 8672 5300  |  www.ifminvestors.com  |  investorrelations@ifminvestors.com

Disclaimer: This update may contain information which is confidential and proprietary, should not be distributed to any persons outside your organisation, 
and may be subject to legal privilege. If you are not the intended recipient, you must not use, distribute, or copy this update. If you have received this update 
in error, please notify the sender immediately, and delete this update. Nothing in this update constitutes or is intended to constitute an offer of, invitation or 
recommendation to purchase or subscribe for, securities or any financial product or service. IFM Investors does not represent that information contained in 
this update is complete or accurate, and the information contained in this update should not be relied on as advice. Views expressed in this update include 
opinions and analyses and are not necessarily the views of IFM Investors. IFM Investors Pty Ltd, ABN 67 107 247 727, AFS Licence No. 284404, CRD No. 
162754, SEC File No. 801-78649 — IFM Investors (Nominees) Limited, ABN 56 003 969 891, AFS Licence No. 239169, RSE Licence No. L0001427 — IFM 
Investors (US) Advisor, LLC — IFM Investors (US), LLC — IFM Investors (UK) Limited. If you do not want to receive any further updates from IFM Investors 
regarding its products and services, please email investorservices@ifminvestors.com with UNSUBSCRIBE in the subject line.

MELBOURNE   •   SYDNEY   •   LONDON   •   NEW YORK   •   BERLIN   •   TOKYO   •   HONG KONG   •   SEOUL   •   ZURICH

❱❱

TL
_I

FM
02

8

The long-term equity partner would help 
governments deliver better value for money, 
as well as improved collaboration on design 
and engineering, better risk allocation and 
more transparency during the procurement 
and delivery process.

By working together sooner, this could 
lead to: 
■	� breaking major projects up into smaller 

packages, enabling projects to be 
shovel-ready faster and allowing mid-
tier contractors to compete in bidding 
processes, stimulating job creation and 
construction 

■	� less risk for taxpayers, with more active 
management of projects by the long-
term equity partner, enabling issues to be 
identified earlier and dealt with quickly

■	� more transparency and greater 
cooperation by jointly developing project 
scope, delivery milestones and project 
costings, and

■	� more effective risk transfer to the private 
sector, as equity partners have an 
incentive to ensure the project delivers 
a quality service to the community at a 
reasonable price over the long term. 

What are we proposing?
The Building Australia Model is based 
on the idea of governments bringing in a 
well-capitalised, aligned long-term equity 
partner early on in a project selected 
through a competitive public tender 
process. This could be IFM Investors or 
another private infrastructure investor – we 
are not asking for preferential treatment for 
Australian super funds.

NB: The structure would depend on the type of project and which government has 
responsibility for executing projects, as well as any partnership arrangements 
negotiated between state and federal governments, noting that co-investment 
could take a range of forms.
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