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Dear Dr Brash 

 

As per my email, I would like to submit some thoughts on increasing New Zealand’s 

productivity. 

 

While I am not an economist, I do have some knowledge of macro economic policy 

and implications thereof through a previous role as the Economic Development 

Manager for Christchurch (5 years) and subsequently as a Board Member of the 

Canterbury Chamber of Commerce and until recently as an auxiliary Board member 

of Business NZ.  I am also the owner/manager of a small aviation engineering 

business and prior to my role with the Canterbury Development Corp was the 

Managing Director of a foreign owned Tourism and Development Company in NZ for 

ten years. 

 

To date from what I have seen of the National Government they have clearly 

identified productivity as the primary key to economic growth and they have 

responded by making policy changes to improve the operating environment for 

business.  However, these policy changes while largely positive will result in 

incremental change for business at best.   

 

If our country genuinely wants to start clawing its way back up the OECD in 

terms of earning per person then we need to make transformational change and 

not incremental change. 
 

I heard recently that the Government is currently borrowing $250m per week to cover 

our deficit which is a scary figure.  However, if we want the country to have any 

chance of recovery and significant growth then we need to invest a lot more in 

developing high value industry that will lead us out of economic debt.   

 

We are on a steep hill at the moment and if we don’t want to stall, instead of taking 

our foot off the accelerator we need to push it hard down. 

 

If we want to create and stimulate significant growth in our economy we need to 

focus a huge amount of effort on creating and growing industries that generate export 

revenue and not take a relative hands off approach. 

 

When you realise that the crop in the ground is not sufficient to feed you next year, 

you cannot wait until you run out of food you need to start planting this season.



FOLLOWING ARE MY THOUGHTS: 

 

Access to Development Capital 

 

My first suggestion is to establish a substantial venture investment fund along the 

lines of the old Development Finance Corporation but with a sole focus on increasing 

productivity.  Investments would need to meet criteria that would include: 

a. Export focussed 

b. Job creation 

c. NZ owned 

d. Commitment to retain in NZ 

e. Commercially sound proposition 

f. Good management people and structure 

 

There is a huge amount of potential in this country that is untapped and goes to waste 

because the people who have the idea or technology are unable to access the funds to 

develop their product or commercialise their technology.  I am aware of one such 

venture (not my company) that has a very sound business plan and a very well 

researched market analysis.  It would require $30m to bring it to fruition but within 

five years will generate hundreds of jobs and hundreds of millions in export earnings 

for NZ.  The project is sound, well thought through, has very credible people behind it 

and extensive market research has been done, but the developer is unable to get 

funding from the commercial market  How many other projects are out there like this 

one? 

 

Yes, there is risk attached, but there are much higher risks attached with doing 

nothing and if the Government managed this well and had a decent portfolio the risk 

would be spread, some returns would be exceptional and others would fail.  However, 

even those that fail, the investment will have gone into creating jobs in NZ and unlike 

any other investor, the government would recover a degree of even the failures 

through PAYE and other taxes. 

 

Major Asset Acquisition Re-investment (Off-sets) 

 

The second thing that the Government could do is to mandate the negotiation of Off-

sets with multi-nationals when Gov’t or Gov’t owned entities are making significant 

capital acquisitions.  Both Boeing and Airbus have Off-set programs whereby when a 

country purchases aircraft the OEM is required to invest a percentage of the purchase 

price back into the country making the purchase.  NZ is in the process of acquiring 8 

new NH90 helicopters, a similar number of smaller military helicopters, 14 Airbus 

A320’s and a number of Boeing 777’s and 787’s. 

 

If these vendors had been required to invest 15% (standard Boeing & Airbus Off-set) 

back into NZ, that would have resulted in hundreds of millions that those companies 

would be investing into NZ to specifically create jobs and capability that continues 

long after the Off-sets have been settled.  This is partly how and why Australia has 

such a significant aerospace industry. 

 

Capability Building 

 



Thirdly:  New Zealand needs to invest in New Zealand.  When the government 

contracted Singapore Technology Group to convert its Boeing 757 Aircraft to multi-

role aircraft Sing Tech did not have the capability or technology to do this.  They 

brought in the technology and IP from an Israeli company and I understand that on the 

back of those NZ conversions Sing Tech got a contract from another country to do 

another 11 or so aircraft. 

 

The Government contracted two Nth American companies to do the P3 Orion and 

C130 Hercules up-grades.  From what I understand, New Zealand companies were not 

invited to tender for this work and when Safe Air in Blenheim pitched for sub-

contract work from the Nth American companies who had the contracts, they were 

asked why if they had the capability did the NZ Govt not give them the work in the 

first place?  Furthermore one of the companies who did get the work went bankrupt 

and both programs from what I understand are significantly behind schedule which in 

itself has created major problems for Safe Air. 

 

From what I understand the 757 contracts were worth $110m and the P3 Orion and 

C130 Hercules contracts were worth around $750 million. 

 

In this context, the NZ Government failed to recognise the value of investing in New 

Zealand companies instead of looking off-shore and taking an open market approach.  

Had the Government put these three contracts into NZ companies the contracts 

themselves would have created hundreds of jobs.  A percentage of this would have 

gone directly back into the Government through taxes.  Hundreds or more jobs would 

have been created through the suppliers etc but most importantly NZ companies 

would have built up huge capability that could then have been on-sold to other 

countries.  And if we didn’t have the specific technology or expertise, our companies 

could have contracted that in, instead of other countries sub-contracting our own work 

back to us. 

 

Complementing this sort of approach, companies like Air NZ should be strongly 

encouraged to use local suppliers and in partnership with the Government could be 

leveraged as economic drivers in their own right.  For example, Air NZ has developed 

some brilliant new aircraft seating but instead of working with local industry to have 

them built in NZ they are going out to aircraft seat manufacturers to see if they are 

interested in building them.  Yes there are reasons for this and challenges but why 

wouldn’t the Government work with Air NZ to develop a new aircraft manufacturing 

industry in NZ that could not only supply Air NZ but many other airlines as well.  

Industry on its own can’t do this but with significant government support as suggested 

above, then local industry funded by Government could get into some of these sort of 

opportunities. 

 

Investment in energy technology 

 

This is a no brainer.  The world is running out of oil and cooking itself in the process.  

Eco friendly energy technologies will be the IT boom of the future and NZ needs to 

capitalise on this. 

 

I heard recently learnt that there is as much energy put into the earth by the sun every 

28 days as is contained in all of the world reserves.  We need to invest in developing 



and commercialising intelligent energy devices, be they technology for capturing, 

storing or using solar energy. 

 

The Government should in my view put substantial resources in making sure our 

country is at the leading edge of these technologies and it needs to make sure that the 

Country doesn’t only have leading IP but that it retains and capitalises on this IP 

instead of selling it to another country who then use our technology to make products 

to sell to us.   

 

We need to have, use and sell the best products. 

 

Company Retention 

 

This country is good at spawning new businesses that then get bought out and sold 

off-shore.  While it is difficult or impossible to legislate against this, the Government 

needs to do a lot more to retain these companies in NZ.  I could quote you numerous 

examples of companies that had world leading products that were sold to off-shore 

entities and subsequently relocated, making the owners rich but costing hundreds of 

jobs. 

 

Often these companies have had good financial support from Government through 

their development process and all this has done is increase the selling price for the 

owners. 

 

Examples of such companies that come to mind include Navman and Humanware in 

Christchurch, then there are the other companies that move all of their manufacturing 

off-shore.  Recognising that there are often valid reasons why this does and has to 

happen in some cases, there are plenty of other cases where these companies or 

activities could be retained in NZ if more support was offered by Government.  One 

example of such support is through helping companies to do an IPO rather than a 

trade sale to a foreign owner. 

 

------------------------------------------------------------------------------------------------------- 

 

Dr Brash.  I hope this is of some value.  I feel very passionate about our country.  We 

are small but then so are a lot of other countries who are much more prosperous than 

we are.  We need to invest in ourselves and back ourselves to be the best. 

 

I acknowledge that a lot of this letter has an aviation focus and that is largely because 

of my current and previous involvement with the industry, however, I think the points 

are valid and there will be similar examples in many other industries. 

 

Kind regards 

David Rycroft 


