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                    SUBMISSION TO DON BRASH TASKFORCE 

 

Increasing productivity / closing income gap with Australia by 

2025 
 

This is an important task. It is both timely and ambitious as NZ has been 

progressively falling behind Australia, and important growth benchmarks such as the 

OECD, for many years. 

 

This is not an all-encompassing analysis. Rather, it points out some of the important 

issues the Taskforce should consider in finalising its work and formulating 

recommendations. 

 

It is important to consider NZ’s strengths and weaknesses in developing strategies for 

effectively dealing with the step-change in performance called for. 

 

Set out below are some of the key strengths and weaknesses of NZ together with 

explanatory comments on some of the components. 

 

NZ STRENGTHS (not exhaustive) 

 

1) Dairy industry. A world leader with considerable scope for further growth. 

2) Meat industry. This is fragmented in terms of procurement, distribution and 

marketing. The writer spent some years assisting in restructuring the industry. 

Whilst there has been significant headway in rationalisation the industry is still 

sub-optimal in procurement and overseas distribution and marketing. As a 

consequence offshore interests are taking too much of the “economic rent” to 

the detriment of NZ producers. 

3) Horticulture. Kiwi fruit is an example of success in this area. 

4) Viticulture. This is a high growth area with premium prices being obtained. 

5) Other NZ foods and beverages. 

6) Clean/green environment 

7) A relatively plentiful supply of fresh water. This however needs careful 

management going forward. 

8) The strong global demand for quality food, food ingredients and natural 

beverages will increase at a high rate. NZ is very well placed to capitalise on 

this with its basic strengths outlined above. NZ has an excellent reputation for 

high quality products and product technology. Its close proximity to the high 

consumer growth in Asia is a further strength. 

9) Tourism. This is the highest growth industry in the world and destination NZ 

is contemporary and unlikely to become dated. NZ tourism is a strong 

contributor to our economy in terms of the generation of forex, jobs, 



 

 2 

investment, taxation (both direct and indirect) and regional development. 

Significant untapped potential exists which can be realised through further 

major promotional grants. The recent announcement of an additional $20M 

grant is most welcome and a step in the right direction. 

10) Forestry. This is a NZ strength with our ability to grow quality pine quickly. 

11) As a small country NZ has the ability to be nimble and respond cohesively and 

quickly to changing export market needs. 

12) Despite some problems NZ has a relatively educated society which is a 

strength. 

13) Our proximity to the markets of Australia and Asia is a further strength. 

 

NZ WEAKNESSES (not exhaustive) 

 

1) NZ has a poor record in improving productivity for a number of reasons.          

These include negative union influences and the small size of the home 

market. A lack of critical mass and generally higher NZ costs is a fundamental 

problem for most NZ manufacturers/exporters. 

2) Too much Government both at local and national levels. This imposes 

unnecessary costs and taxes on both rate and tax payers. 

3) The negative impacts of the Resource Management Act. 

4) A small home market. 

5) High personal tax rates. 

6) A too high a percentage of society dependent on Government for support. 

7) Low saving levels. 

8) A shallow local equity market partly due to potential investors being cynical 

or suspicious of investment in shares. 

9) An inefficient line-haul rail system 

10) Congestion on the roads in areas of high population. 

11) Relatively poor governance of Government organisations including SOEs. 

12) Public resistance to privatisation continues, partly due to earlier sell-outs, with 

perceived or real inefficiencies or soft selling and subsequent exploitation by 

the new owners. These problems can be managed by partial sell-downs of a 

significant minority shareholding in natural monopolies and after suitable 

public consultation and persuasion the complete sell off of SOE’s that don’t 
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have a monopoly or any strategic value. The introduction of truly independent 

directors in partial selldowns would assist governance. 

13) Inadequate research and development in business. Government needs to 

review this. 

14) Deficiencies in the present education system. It is more costly than necessary 

due to generous access given to individuals who are unlikely to subsequently 

apply their learnings in the economy. Access to the tertiary education system 

should be reviewed and be further restricted. 

15) Political correctness has imposed unnecessary costs on society and reduced 

our competitive edge. Winners are frowned on. By comparison our 

TransTasman colleagues celebrate success, for example in sport, and invest in 

institutions that encourage high performance. It would be interesting to 

quantify the cost of political correctness to our society. 

16) There is inadequate understanding of the importance of business to society. 

Fundamentally commerce generates the nations income and wealth, some of 

which to redistributed by Government.  It is in everyone’s interests to see a 

vibrant and thriving economy based on healthy businesses. Government, the 

education institutes plus business should embark upon an education 

programme to place business in a more positive light. This would encourage 

investment in shares and thus savings. 

 

AUSTRALIA 

Turning to Australia, it has many strengths which will not be itemised here. It is 

however true to say that it has some real problems including: 

 

1) It is over governed. It has Federal, State and Local Government systems with 

inconsistent approaches. This is costly, unnecessary and inefficient. 

2) Fresh water supply is reaching a critical stage which will act as an impediment 

to development. 

3) Australia has traditionally had strong unions which are more active and 

restrictive than in NZ. 

4) Despite having more personal exemptions than in NZ it has a higher maximum 

tax rate. (49%) 
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OBSERVATION ABOUT THE “GAP” 

 

1) Clearly Australia is intent on improving their position between now and 2025. 

The present “gap” will widen unless NZ initiates significant changes. 

2) NZ does not have a “silver bullet” solution. It will accordingly be necessary 

for NZ to make relative progress on a number of different fronts including 

significant stimulation of the economy. The solution should not be based 

solely on cost reductions. That would be infeasible as well as politically most 

unwise. 

3) The target is very challenging to put it mildly. It will not be achieved unless 

NZers buy into it as significant changes will be necessary on many fronts over 

time. 

4) In terms of income generation, we should concentrate on exploiting our 

strengths. This is where the real gains will be feasible and available. It is 

worth noting in passing that past fashionable approaches such as the 

“Knowledge Wave” were doomed to failure as they did not recognise the 

need to play to strengths. Far too much was expected from the conferences. It 

should be stressed that “Knowledge Wave” type initiatives should continue to 

be held as they may help forge new ideas and directions but they are most 

unlikely to create major wealth in the short or medium term. 

5) Demand for food products is assured. The key issue for NZ is to devise 

strategies and plans to capitalise on this. We are well placed to succeed. 

6) On the cost reduction side initiatives are presently under consideration or 

underway.  Examples of this are the review of the RMA, access to education 

courses, improving infrastructure, rationalisation of back office functions in 

central government and access to minerals in the “conservation estate” 

(limited). 

7) Given the difficulties in forecasting, the Taskforce should be wary of being 

too prescriptive. Whatever is estimated will be wrong and therefore 

vulnerable to attack. 

8) As stated earlier in this note it is important that society buys into the plans 

finally agreed. In this respect history provides an excellent lesson. Both the 

Labour Government in the late 1980’s and National in the early 1990’s failed 

spectacularly to persuade the public of the need for the depth and speed of 

further reforms. Both parties “spooked” the public and frustrated many 

initiatives. It is important that the communications strategies, with whatever is 

proposed, recognise the need to achieve “buy in”. 

9) Emphasising again the need to reposition business in the eyes of the public, 

they should understand the vital role of business and SME’s in particular. 
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Government policies should also reflect this with for example the 

encouragement of private investment in shares in suitable SME’s as an 

alternative to residential property. 

10) In estimating the “income gap” the Taskforce should work on the “net gap”. 

In this respect all factors such as relative income levels, cost of living 

differences, direct and indirect taxation, the cost of education etc need to be 

assessed.  At a senior management level, when all of these are taken into 

account the “gap” in some cases reduces significantly. 

 

 

 

NMTGeary 

9 November 2009  

         


