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Foreign investment in New Zealand  

and reform of the Overseas Investment Act 
Ray Henderson 

 

Abstract. 

Following the sacrifices made by Kiwis during the first- and second-world wars, the people of New Zealand rolled up 
their sleeves and built a great nation in part through: the development of first-class hydro-electric schemes with 
efficient power reticulation; development of state-of-the-art telecommunications system; development of a world-
leading forestry infrastructure; development of banking and insurance systems that were fit for purpose; and 
development of world-leading agricultural systems.   Since the advent of neo-liberalism in 1985 successive New 
Zealand governments have had a penchant for slicing up this New Zealand pie and handing it out to every passing 
foreigner.  It is a little reminiscent of a slow-moving mortgagee sale where initially the chattels go; then there is a 
piecemeal disposal of your home and your heritage one ‘brick’ at a time.  We still have politicians queuing up to 
palm off the remains of what our forefathers built; we have politicians climbing over each other to hand foreigners a 
slice of Gods-own-country; and, politicians progressively trading clean rivers, clean lakes, clean air and forests for 
imported ‘human capital’ and pieces of foreign silver.  In short; our environment, our competitiveness, our incomes 
and our sovereignty have been progressively eroded by:  

a) The sale of strategic state-owned assets to foreign buyers (e.g., banks and insurance companies, electricity 
companies, telecommunications companies, state-owned forests, NZ rail, land,); 

b) unprecedented foreign investment into listed and unlisted shares in New Zealand companies;  
c) increased foreign investment into the dairy industry, timber industry, and other forms of primary 

production; 
d) more and more foreign investment into the manufacturing and the retail industry;  
e) a constant erosion of education and health as foreigners reduce both the availability and quality of those 

services for Kiwis;    
f) a wave of foreign immigrants that on a per capita basis is twice that of any other OECD nation in the world; 

and, 
g) a constant demand for taxes from the poor and middle classes to bolster public amenities.     

None of this is beneficial to the economy; none of this is beneficial to the NZ consumer; none of this is beneficial to 
the NZ taxpayer; none of this benefits the social wellbeing of NZ citizens; and, none of this is of any benefit to New 
Zealand’s environment.  In this day-and-age most people are aware of what supports a sustainable society (Fig.1; 
from Daly 1990); but for some unknown reason recent New Zealand governments keep gnawing away at the pillars 
of sustainability to the extent there is no longer any guarantee that our grandchildren will enjoy a long and fulfilling 
life.  Social cohesion and strength are undermined by immigration, environmental sustainability is compromised by 
dairy farming and overpopulation; and economic sustainability is compromised by the sale of our resources to 
foreigners.     

[23]



 

Fig 1. The 3 pillars that create an enduring and sustainable society (Daly 1990).    

 

At this point in time we effectively throw $8.8 billion dollars into the air annually and let the four winds blow it to the 
four corners of the world; because that is deficit between outgoings from foreign investment and income from 
offshore investments. We have an Overseas Investment Office (OIO) that are like maître des at some World Trade 
free-for-all; as they gleefully slice up our nation and put it on a platter for global consumption.  In 2018 the OIO 
approved $12.5 billion of new foreign investment following an average of $8.2 billion annually in the preceding 
decade.  Investigative journalism has shown: that on average foreign investors get an 11.8% return on investment 
through both good and bad times in NZ; foreign direct investors own 28% of our businesses but employ less than 
18% of the people, the value of business owned by foreign investors is now $125 billion, and foreign investors now 
own $412 billion or 24% of nett wealth in New Zealand.  A sizeable portion of foreign-owned revenue that heads 
offshore is in the form of bank profits, unsawn logs, capital gains (viz. shares, asset sales, etc), and investments in 
primary production (viz. dairy and horticulture) that incurs little or no tax.  Why do we allow this to happen?  Quite 
simply public opinion no longer has any sway over government policies.  The best example was the referendum on 
sale of the electricity companies where 67% of the public were opposed, but the Key government sold them anyway 
before putting electricity prices up from 18c per unit to 28c per unit.   Assets have been sold by successive 
governments not from necessity, but because of party philosophy and esoteric ideologies.  Industries essential to our 
economy that have been sold include the banking industry, insurance industry, forestry industry, power companies, 
telecommunication companies, rail services and sea transport.  The cumulative long-term cost to the country in 
terms of revenue taken offshore following the sale of essential public amenities now exceeds $200 billion.  It seems 
rather ironical that we can’t afford to pay teachers, doctors, nurses and other public servants their real worth, but in 
the long-term we can afford to gift more than $200 billion to foreign investors.   When eventually New Zealanders 
‘become tenants in their own country’, it is more likely that their landlord will be the government, not foreign 
investors.  For it is the government that sets limits on foreign investment, it is the government that gifts resources to 
immigrants and refugees, it is the government and their Overseas Investment Office that has disposed of more than 
10% of land to foreigners, it is the government that has been party to the sale of over a quarter of our business to 
foreigners, and it is the government that has decided we should live unsustainably in the interests of globalization.   
The changes mooted to foreign investment legislation do little to stop the gradual slide of New Zealand’s people into 
an abyss; an abyss where Kiwis from all walks of life will indeed become tenants to foreign business owners and 
foreign landowners.        

Banking and insurance industries 

Recent reviews show Australian-owned banks and insurance companies have systemic problems in the governance 
of their industries, with independent investigators reporting they have an inherent culture of exploiting vulnerable 
people and excessive profit-taking.  In Australia the banks were fined $1.3 billion and $2.4 billion in regulatory costs 
after a “decade of misconduct”.  However, in Australia bank profits are 2% of their GDP; whereas in New Zealand 
bank profits are 2.6% of our GDP.  Despite the added leverage that Australian-owned banks have in New Zealand, 



the governor of our reserve bank had the audacity to state that “an enquiry into the NZ banking industry isn’t 
warranted”!  Similar levels of profiteering are being exposed in a largely foreign-owned insurance industry.  IAG is 
the biggest offshore insurer (with 44% of the NZ insurance market) that year-on-year sees substantial profit growth 
(after-tax profits of A$215 million in 2018 following $A125 million during 2017); growth that occurs unabated 
despite recent storms, earthquakes and other insurance events.  Many people are now unable to afford insurance as 
a result of this profiteering.  The banking and insurance businesses of course go hand-in-hand; it is impossible to get 
mortgage finance unless you first have insurance.  You must ask why the New Zealand government hasn’t reverted 
to a local bank for their business in the hope of getting residents back into NZ-owned banks; and, why government 
hasn’t done something to better regulate an appalling insurance industry.  Currently about $6.2 billion disappears 
offshore each year from the combined profits of foreign-owned banks and foreign-owned insurance companies (Fig. 
2).    Prior to 1985 these monies were retained in our domestic economy where the capital was used for further 
business development.   

 

Shares and equities 

De-regulation in 1986 saw a huge growth of foreign ownership of publicly-listed and privately-owned shares; growth 
from 4% of shares owned by non-residents in 1985 to 41% of shares that are foreign-owned in 2019.  Does that 
matter?  Well dividends on shares and capital gains from listed companies disappear off-shore each year.  When 
those shares are in companies that control public amenities such as the construction industry, electricity, water, 
roading, banking, educational amenities, and telecommunications the consumer is eternally digging into his back 
pocket to pay a premium for these services; a premium that keeps foreign investors in a style to which many NZ 
families are not accustomed.  As an old man the best example I can think of is electricity; back in 1975 when I was 
paying the power bill it was priced at 11c a unit ($2018) but it is now $29c a unit.  It is exactly the same electricity 
coming down the same line from exactly the same source; the only difference is there are now layers and layers of 
profit-taking from a commodity that was once a state asset owned by all New Zealanders; the end result is electricity 
has become two and a half times more expensive.  A significant part of that profit taking is by foreign investors, so 
once again we have capital disappearing offshore from the pockets of consumers.   

Telecom is another example of profit transfer offshore after it was sold to American shareholders.  The company was 
under-valued by the National government at $4.25 billion at the time it was sold in 1990; therefore, foreign 
shareholders got a 25% return on shares from dividend payments during the next 5 years (viz, $5.5 billion in dividend 
payments that went offshore).  Effectively every phone call made in New Zealand resulted in money being taken out 
of the pocket of a New Zealand consumer and put into the bank account of an American pensioner that invested in 
Telecom shares.               
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Figure 2.  Investment income leaving New Zealand and the current account defic
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In summary, the money taken from the NZ share-market by foreign shareholders is a direct cost to the NZ consumer. 

Asset sales 
The governments of 1985-1999 sold most (63%) of New Zealand’s key assets to offshore buyers; whereas in Australia 
any assets sold were listed as IPOs (private offering to Australian shareholders) so the nation retained their wealth.  
We have been unable to compete with Australia on wages and consumer prices ever since. Last year Australian-
owned banks made $5.19 billion in profits from NZ consumers (i.e., >$1100 from every man, woman and child in NZ); 
foreign owners of what were once state-owned forests took more than $2 billion out of our country; institutional 
foreign investors in our electricity companies (e.g., ORG owns 53% of Contact, Oasis with Genesis, etc.) as well as 
foreign investors in NZ share-market took billions offshore from electricity consumers; telecommunication users, 
patrons of our airline, and from commercial banking. In other words, the National party between 1990 and 1999 
drilled holes in the receptacle holding our GDP and we now leak capital to foreigners of all denominations as a profit-
share of amenities once owned by the NZ taxpayer.  Furthermore, the government drilled a hole in your pocket to 
siphon money offshore to pay the house mortgage, for groceries (half our supermarkets are foreign-owned); for 
hardware (Bunnings & other stores are foreign-owned) and in some cases for rent.  Public-private partnerships do a 
similar thing; so, before we go to far down that path think about the concept of $2000 taken out of your VISA 
annually by a Chinese developer for your kid’s school, $2000 taken out of your VISA by the Singh corporation for 
healthcare because they built the hospital, and $1500 taken annually by Mr. Wong for road tolls.  The SERCO model 
for staffing of state prisons had the government clipping the ticket on a private-public partnership, but this turned 
out to be an abject failure that cost taxpayers millions.  The sale process for State Assets was an absolute litany of 
disasters: 

a) Air NZ was sold to Brierly in 1992 for $660million but was bailed out by government in 2002 ($885 million) when 
the company was in financial trouble.  So, in effect the taxpayer paid a private consortium $225 million to take it 
off the government’s hands   

b) BNZ . The Crown effectively bailed out Fay-Richwhite by selling the BNZ to National Bank of Australia for a 
fraction of its value after a Fay-Richwhite firm initially acquired 30 per cent of the bank in 1989 (Gaynor 2011). 
Surprisingly, today the bank walks around eternally with one hand in your pocket; but in the event that this pick-
pocketing doesn’t go to plan for them, we as NZ taxpayers guarantee the security of a foreign-owned bank!   
Following the sale of BNZ most other banks (e.g., Trustbank) capitulated and were sold to Australian 
corporations. 

c) Tranz-Rail was sold to Faye-Richwhite in 1993 for $328 million (but the Crown wrote off $1087 million of debt 
and injected $360 million of equity before sale). In 1996 a share listing for 25% of the company (31 million shares 
which cost the consortium 20c/share were sold by Fay Richwhite at $6.19); Faye-Richwhite made a cool $370 
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million tax-free from NZ investors. In total with sales, subsidies and buy-backs NZ rail has cost the taxpayer more 
than $4 billion since it was ‘sold’ in 1990 (Gaynor 2008) 

d) NZ Steel.  The Crown received Equiticorp shares (value $327.2 million) but after Equiticorp went into receivership 
the Government was forced to pay $270 million to the Statutory Managers by the High Court (McNabb 2011).  
Furthermore, Cheah Theam Swee (a Malaysian businessman) was underwritten by Alan Hawkins (CEO of 
Equiticorp) for another $100 million in ‘business deals’ and this capital simply disappeared offshore. 

e) Telecom:  Sold by the government in 1990 for $4.25 billion to overseas buyers; by 1999 the buyers had received 
5.5 billion in dividend payments and the value of the company had increased to $16.6 billion. Therefore, from a 
commercial perspective by 1999 the National government had effectively ‘lost’ 16.6+5.5-4.25 = $17.85 billion 
dollars of taxpayer money (NZ Herald 2012);  

f) The Forest Service was disbanded and sold piece-meal to mainly foreign investors for about 1.8 billion.  The 
timber and profit from this along with more than $2 billion dollars now disappear offshore each year;  

g) In January 2017 Simon Bridges (then Minister of Transport) announced National were purchasing diesel trains to 
replace the electric trains on the Northern main trunk line.  The cost of the ‘dirty diesels’ out of China was $230 
million more than the cost to complete electrification of the main trunk line. Is this a future prime minister with 
an eye on carbon emissions, or a man with 2 left feet dancing glibly over issues of global warming??   

Land 

The amount of land sold to foreign interests during the period 2005-2011 is shown in Table 7 (from: Wilkinson 2013).   

 

The estimated total of lands in foreign ownership in 2012 (Fig.4) was calculated by Bill Rosenberg using 
data from the Overseas Investment Commission and Overseas Investment Office (land sale approvals), and 
Statistics New Zealand (land under farming).  In the time elapsed since these assessments, foreign 
ownership of land has increased beyond 10%.   
 



 

 

Employment and tax 

We keep hearing from politicians that overseas investment creates employment.  These statements are a lurid 
overstatement of what really happens.  Foreign investors own 28% of business in New Zealand but employ only 18% 
of the national workforce (Fig. 5).  Foreign ownership does not guarantee more jobs. In fact, the statistics say that if 
you sell a business to a foreign entity then on average it will REDUCE EMPLOYMENT.  Examples of private equity 
takeovers by foreign buyers include NZ Rail, Feltex, Cadbury's and Dick Smith Electronics; businesses where there 
was a dramatic decline in the numbers of people employed.  Did the reduction of employees increase the 
commercial viability of NZ Rail?  The answer to that is an emphatic no; NZ rail carries less freight, there are fewer 
passenger services, and the government has spent more than $4 billion dollars propping it up since it was initially 
sold.  Furthermore, with the decline in rail freight the expenditure on roads has increased exponentially as the 
number of trucks and heavy transport carrying freight increases year-on-year.      
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A breakdown of taxes collected for government services (Fig. 6) shows that the average working man 
paying direct tax on income and indirect tax (i.e., GST) on purchases contributes about 72% of the revenue 
collected by the Inland Revenue Department; something that is unlikely to change in the short-term 
following the rejection of a capital gains tax.   The trans-national corporations, foreigners in the financial 
markets, foreign direct investors, and foreign owners of NZ businesses contribute at best contribute 4.5% 
to tax revenue (i.e., 0.28 x 16.3%) but own 28% of New Zealand business.  In short foreign investors 
contribute very little to government revenue.         
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Although successive governments have misled the public with aspersions that foreign investors and immigrants will 
“grow the economy”; in reality, on a per capita basis FDI’s are doing the complete opposite.  Many economies 
worldwide now struggle with immigration, loss of biocapacity, and increased foreign direct investment (e.g., 
Europe); whereas economies where there is negligible immigration, negligible foreign investment, active 
development of new technologies, and expenditure of retained capital in ‘big’ business  (e.g., Iceland, Norway, 
Denmark, Sweden, Ireland, Singapore, Japan) are experiencing increased per capita growth year-on-year.   

In recent years incremental growth of the New Zealand GDP is almost entirely attributed to increased ‘human 
capital’ through immigration, and direct and indirect taxes on the income of those new immigrants.  The National 
government (2008-2017) repeatedly suggested that immigration would increase productivity; but it has had the 
opposite effect.  On a per capita basis there is a decline in the growth of productivity as more and more people enter 
the workplace, even though those people work long hours (Fig 7). Why? Quite simply the capital we need to grow 
business is being redirected into non-productive infrastructure projects or is being taken offshore by foreign 
investors.     



 

Figure 7.   The source of economy-wide GDP per capita differences (Gap expressed as % of the average of 
OECD countries). 

A comparison of the purchasing power parity (PPP) of per capita GDP in New Zealand with other OECD nations (Fig. 
8); demonstrates that since 1985 (viz. the time of deregulation and start of neo-liberalism) we have continued to fall 
further behind other OECD nations (Fig. 8).  New Zealand now has 650,000 families on benefits (welfare costs $30.6 
billion) to make up the shortfall between per capita GDP and that which provides a ‘living wage’.  We have had 33 
years of foreign investment since the advent of neo-liberalism, and NZ residents have progressively got a lot poorer 
for the experience.  Isn’t it time to put a stop to something that is not working?     

  

Figure 8.  GDP per capita as a percentage of the OECD mean (US$ PPPs) 

 

The gap between the incomes of Australian and New Zealand workers continues to widen (Fig. 9) because 
of employment laws, low productivity (i.e., GDP per capita) of New Zealand workers, and comparatively 



fewer foreign investors in Australia.  Currently the per capita GDP of a New Zealand resident ($US42,940) 
is 20% lower than that of an Australian residents ($US 53,800). The policies of successive New Zealand 
governments continue to reduce our productivity and increase welfare payments.    

 

  

Figure 9.  Employees’ share of GDP in Australia and New Zealand  

Foreign investments provided small returns for income growth during 1992-2000 and even smaller returns in 2000-
2012 (Fig. 10).  Labour productivity continued its decline last decade as did effective utilisation of labour.  Clearly 
better investment is required in ‘big business’ rather than ongoing investment in housing and infrastructure.  Foreign 
takeovers of productive enterprises that have actively developed new technologies like ‘Fisher and Paykel’ and ‘Tait 
electronics’ do not help New Zealand’s economy; all foreign investment in these organizations is approved by the 
Overseas Investment Office.     

 

Figure 10.  Sources of income growth in New Zealand 

 

Social wellbeing 
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 The government incessantly talks about social wellbeing.  First and foremost, social wellbeing requires an adequate 
income to meet the rising costs of commodities and housing.  The disposable income of Kiwis as measured by GDP 
per capita within OECD nations was ranked 3rd in 1960, but our ranking in 2019 was 23rd out of 29 listed countries; 
and given current trends we will be 25th by 2023 (i.e., NZ is now near bottom of the OECD heap).  With this rapid 
decline in the share of GDP by lower and middle-classes (Fig 9) many people are now living in poverty. Accordingly, 
expenditure on welfare has risen from $4.1 billion during 1960 to $30.6 billion dollars in 2018 (both in 2018 $ers).  It 
appears to be a race to the bottom for many Kiwi workers.  If we compare that scenario with that of foreign 
investors, we note they are getting 11.8% growth in wealth year-on-year; which means the social wellbeing they are 
experiencing is increasing very nicely thank you.          

Social wellbeing within New Zealand once conferred its citizens a right to enjoy the outdoors. Foreign 
owners of the high country deny the public access to more-and-more valleys, lakes and rivers.  In the 
Selwyn District we have seen paper roads that confer a right of access closed; the council has stopped 
camping around iconic lakes like Lake Coleridge, Lake Georgina, Lake Browning, Lake Ida, Lake Self, etc. 
because leases on high-country lands that surround them are now foreign-owned.  Some rivers and lakes 
are now used exclusively by FDIs for tourism.  Not only is foreign investment taking our capital, it is also 
denying Kiwis access to public lands and the recreational pursuits they enjoyed 30 years ago as part of their 
social wellbeing. 

Discussion 

The evidence says the New Zealand economy is considerably disadvantaged by foreign investment. The evidence 
says the New Zealand consumer is disadvantaged by foreign investment.  The evidence says foreign investors are 
reducing opportunities for New Zealand residents.  The evidence says foreign investors pay little tax and take a lot of 
capital out of the country.  The evidence says the social wellbeing of Kiwis is being compromised by foreign 
investors.  The evidence says our economy will always be at a disadvantage relative to Australia because we 
transferred national wealth and our assets to foreigners. The evidence says that our productivity is compromised by 
immigration and foreign investment. Despite all this we have a bill before parliament that promulgates more of the 
same!!!; a bill that suggests the government is going to continue to facilitate more overseas investment.     

We had a ‘Productivity Commission’ whose report is now gathering dust in parliamentary archives that established: 

a) Because NZ firms operate in small markets’ they are inherently small businesses (viz. >97% are <20 people) 
that lack output;   

b)  We lack investment in business and have a capital-shallow economy where people try to grow their 
business by working longer hours;  

c) Much of the capital generated in New Zealand is not retained and used for productive investment, but takes 
flight into foreign banks;  

d) We invest too little in research and development, and when new technologies evolve, we fail to protect that 
IP from foreign takeovers;  

e) High level of net migration puts pressure on real interest rates because high levels of non-productive 
investment are needed to keep up with the infrastructure needs of a growing population.   Consistent 
pressure on real interest rates and high exchange rates squeeze opportunities for business growth; and, 

f) Net immigration must be curbed to 10-15,000 people annually, and these immigrants must provide essential 
skills that New Zealand needs; this will bring per capita immigration rates in line with other OECD countries.  

In the context of these findings why does the OIO approve FDI into milk-processing factories that compete with 
Fonterra; a scenario that guarantees China supply of milk, but a scenario that reduces product demand and 
therefore reduces milk price.  Why does the OIO approve sales of forests to FDI’s when this sees timber exported as 
low-value saw logs that incur no tax and no added value to the NZ economy.  Why does the OIO approve takeovers 
of businesses like Fisher and Paykel when all the revenue from whiteware manufacturing (and jobs) is shifted to 
China? Why does the OIO approve consents for aquaculture by FDIs when local industry using homegrown 
technologies are excluded from the resource.  Why does the OIO approve fisheries quota to FDIs when local fisheries 
are starved of fishing resource?  Why does the OIO approve takeovers of multi-million-dollar industries like 



Canterbury Timber Products by FDIs when the technology for manufacture of medium density fibreboard was 
developed in New Zealand and the colossal revenue stream from that product was subsequently lost offshore?   Why 
does the OIO approve land sales to FDIs when we know that in all probability that land will generate less revenue for 
tax purposes and provide less local employment.  Why do OIO approve land sales that enable foreigners to lock kiwis 
out of access to the high country, rivers and lakes.  This is all totally unfathomable; no other country in the world 
would do it.  The actions of the OIO are diametrically opposed to what the Productivity Commission says are 
necessary for New Zealand to increase productivity.  In summary, THE ONLY REASON THE OIO SHOULD APPROVE 
FOREIGN INVESTMENT IS IF IT CREATES NEW TECHNOLOGIES, or NEW FORMS OF EARNINGS.   Where in the revised 
legislation is that clearly spelled out??   

It is hard to understand what the mandate is for the new legislation.  The ‘democratic process’ should be to 
represent the people of New Zealand and dramatically slow foreign ownership.   However, we get more-and-more 
immigrants and refugees that ‘the majority’ don’t want, we continue to pay more-and-more in tax for infrastructure 
deficits caused by immigration, we get more-and-more dairy farming that the majority of people don’t want, and we 
get more-and-more unsustainable degradation of our environment that the people don’t want; and, as Kiwis our 
share of GDP gets smaller and smaller each year.  Of course, the foreign investors know what side their bread is 
buttered on; so, we get more-and-more foreign investment that the people don’t want.  The track record of the 
Overseas Investment Office (as outlined above) is very, very poor; so inevitably further overseas investment will not 
be in the national interest.  I sometimes now wonder whether elected governments make decisions on behalf of the 
New Zealand people anymore, or whether governance of New Zealand is just a sop to globalization with all its warts 
and shortcomings.   Please STOP THIS INSANITY and attempt to salvage some of New Zealand’s sovereignty and 
productivity for our grandchildren.   We know that what the government is doing isn’t working; so, why do we 
continue along a well-trodden path of more-and-more foreign investment when we know it is a road to nowhere??  
Rewriting the inane, destructive legislation in the revised Overseas Investment Act may provide a catalyst for 
change.     

Conclusions 

● Foreign investment is progressively reducing GDP per capita for NZ citizens; 

● Immigration is progressively reducing GDP per capita for NZ citizens; 

● New Zealand was once ranked 3rd in GDP per capita (PPP); but Is currently ranked 23rd out of 29 OECD 
countries.  Our standard of living is well short of that in Australia. 

● Foreign investors own 28% of business and 24% of nett wealth in New Zealand; 

● Capital flight via the share-market and foreign investors reduces capital re-invested in business; 

● Foreign investment has historically had very negative ramifications for the New Zealand economy; and, 

● Substantive changes are required in Overseas Investment rules to avoid further erosion of NZ sovereignty 
and the social wellbeing of NZ families.  
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