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TheHerald’sMoodof theBoardroom
2018Surveyattractedparticipation
from154 respondents.
This year therewere some 150chief
executives includingCEOsof someof
NZ’s biggest companies, somepublicly
owned institutions, and, theheadsof
several influential business
organisationsandseveral directors.

TheHerald survey is conducted in
associationwithBusinessNZ.
BusinessNZput 15 questions fromthe
survey to itsmembershipattractinga
further407 responses.
The survey is now in its 17thyear
havingbeen launched inDecember
2002within aHeraldStateof the
Nation report.

Watch the debate
FinanceMinisterGrantRobertsonand
National’s Finance spokespersonAmy
Adamswill debate the survey results
at a breakfast at theCordisHotel in
Auckland thismorning.
Thedebatewill be chairedbyHerald
EditorMurrayKirkness.

nzherald.co.nz will feature video
from the debate and interviews
with leading CEOs attending the
breakfast.
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MOOD OF THE BOARDROOM

Honeymoon just about over

I’ve been impressedwithMinister Shaw. He’s
reached out to the business community and our

customers, and is right across his topics.
banking boss

“

How do you think the
Coalition Government has
been working?

15%

Better than expected

59%

Same as expected

23%

Worse than expected

3%

Unsure

The Coalition has won some praise, but there is a feeling the Government is underdone, writes Tim McCready

Winston Peters, Jacinda Ardern and James Shaw outline the next steps for the Coalition. Photo / Greg Bowker

O ne year into the Coalition
Government and the pres-
sure is on the political
leaders to publicly paper

over the cracks and present a united
face to bolster economic confidence.

In the 2018 Herald Mood of the
Boardroomsurvey— taken inassocia-
tion with BusinessNZ — some 150
chief executives have delivered their
verdict on the Jacinda Ardern-led
Coalition Government.

The Coalition has worked to
expectations according to 59 per cent
of survey respondents; 15 per cent
feel it is working even better than
expected.

Just 23 per cent say worse.
Forging a coalition Government

between Labour and New Zealand
First with support from the Greens
was always going to be a challenge.

“Unlike previous coalitions, its
structure is more complex,” explains
a professional services chairman.

Several respondents throughout
the survey have suggested they
expected the influenceofNZFirst and
Winston Peters would be problem-
atic.

But others point to NZ First as a
potentially moderating influence
when it comes to acknowledging the
harmful impact on business confid-
ence from union-led employment
law reforms.

Chen Palmer managing partner
Mai Chen points out the Coalition
Government is leading innovations
like theWellbeing Budget and climate
change initiatives which will change
the focus of the country for the better.

“In general, the pace of change is
more measured as is the amount of
spend than past Labour-led govern-
ments,” Chen says.

“I didn’t have great expectations,
so although they aren’t doing a good
job, actually they are doing better
than I thought they would,” says
GlaxoSmithKlineNZ generalmanager
Anna Stove.

In their survey responses, CEOs
point to several major areas where
the Coalition is lacking — particularly
a lack of experience, an unclear
agenda, and too many reviews.

A lack of experience
Chief executives recognise a new
government brings with it speed
bumps. But says a banking boss,“I’m
surprised at how little depth and
capability there is.”

Just five Government ministers
have previously served in Cabinet,
and recent missteps — including the
Clare Curran and Meka Whaitiri
sagas, and open disagreement on
policy issues — have dealt a blow to
the business community’s confid-
ence in the Coalition.

“There is not enough experience
in the Cabinet. While they have great
ideas, there are some very basic
mistakes happening which don’t give
much confidence at this stage,” says
a consulting firm head.

The Organic Initiative’s Helen Rob-
inson claims theCoalition is being run
by government agencies due to inex-
perienced politicians.

“This was our fear, and continues
to be of huge concern for the New
Zealand economy and our future
economic stability and ability to per-
form on the world stage,” she says.

A healthcare boss said his hopes
were not high to begin with:
“Unfortunately this is one thing they
have delivered on.

“We need them to provide cer-
tainty on various aspects and engage
properly with the business commun-
ity.”

Too many reviews
“Toomany committees — not enough
action” was the message from CEOs,
over the Coalition’s rising number of
working groups.

The country’s top bosses say that
taking time to firm up policies is a by-
product of any new government, but
speedy policy decisions on critical
areas such as tax are needed in order
to build credibility and confidence in
the Coalition.

“We arewaiting for outcomes from
working groups set up to review
numerous policy initiatives,” says a
legal chief.

An unclear agenda
“The Coalition Agreement is clear
around a range of outputs,” says NZ
Local Government Funding Agency
chair Craig Stobo. “What is uncertain
is everything else that arises outside
that agreement!”

To remedy that perception the
Prime Minister — flanked by both NZ
First leader Winston Peters and
Greens Co-leader James Shaw — re-
cently unveiled a Coalition Blueprint
in front of a handpicked audience
including leading CEOs.

A law firm boss gives the Coalition
credit for articulating a longer-term
vision: “this helps frame a discussion
about how we get there.”

But making decisions without ade-
quate consultation — such as the ban
on offshore oil and gas exploration
—hadunsettled business, and created
uncertainty in a way that was not
anticipated by business leaders in the
early days of the Government.

There is also concern the Coalition
has too many initiatives and “feel
goodpositions”— rather than tangible,
clear positions.

“This Government came into office
with hugely ambitious goals, particu-
larly in the social space.

“However, they have allowed
expectations to develop on how
quickly they can deliver, which is
creating pressure and leading to a
numberof fumbles,” says a residential
construction CEO.

Infrastructure New Zealand’s CEO
Stephen Selwood says it’s hard to see
muchprogress on closing thepoverty
gap, and suggests the Government
should reach out to business.

“Why not a true partnership with
business to address these issues,
rather than an unnecessary squabble
over labour laws?,” he says.

Greens co-leader James Shaw was
singled out as a standout leader in the
Coalition, for his effort to build a
constituency in what the Govern-
ment aims to achieve.

“I’ve been impressed with Minister
Shaw,” says a banking boss.

“He’s reached out to the business
community and our customers, and
is right across his topics.

“He’s managed to build a broad
consensus on climate change and
that may well be this Government’s
legacy.”

Air New Zealand’s Christopher
Luxon agrees.

“I think James has done a really
excellent job.

“He’s focused, and he knows what
he’s there to do and he’s got the role
and he knows this is as good as it gets
and he’s not going to waste his shot
or his opportunity.”

Standout performer

Rate Jacinda Ardern on
the following attributes
on a 1-5 basis, where 1=not
impressive and 5=very
impressive.

3.17
Trustworthiness

3.09
Political performance

2.95
Pragmatism

2.74
Coalitionmanagement

2.16
Strategy for NZ

“
It would be good to see a stronger decisive

approach to the ‘bigger’ issues — infrastructure,
health, housing, education — than jumping on the

bandwagon of populist policy.

Don Braid, Mainfreight

“
Aheart of gold and a refreshing change for New
Zealand. But she is not well supported by senior

ministers and unless something changes it is hard to
see how she can deliver on promises.

consulting firm boss

PrimeMinister JacindaArdern is
seenbymanyCEOsas the standout
performer in theCoalition
Government.

Just oneyear into thecountry’s
top job, her charismaticpersona,
youthfulness andcommunication
skills havemarkedherprime
ministership.

CEOs in the 2018Herald survey
marked trustworthiness asher
leadingattribute— ratedat 3.17/5on
a scalewhere 1=not impressiveand
5=very impressive—amonga range
ofother attributes.

Abankingboss saysArdernhas
beena far better PrimeMinister than
expected. “Labour inheriteda
country that hadbeenneglected for
nineyears. She is anamazing
communicator and frontperson for
theGovernment.”

But therehavebeen incidents
lately that haveknockedherpolitical
capital,which some respondents to
theMoodof theBoardroomsurvey
say she shouldbecognisantof.

ThoughArdern is givencredit for
making thebest of the cards shewas
dealt onelectionnight, herCoalition
management skills havebeen found
wanting. Business leaders say she
mustdobetterwhen it comes to
managing the relationshipof the
Coalitionpartners andministers, and
make the “hardcalls”when
necessaryand rated that attribute
2.74/5.

“Theperceptionsof thepublic
around the impact of the smaller
coalitionpartners—WinstonPeters

inparticular—arecritical,”warnsa
logistics boss.

ICBCNZchairDonBrash says
Ardernhasa very tough job “being
in apositionwhereNZFirst holds the
whiphandonevery issuenot
specifically covered in thecoalition
agreement.”

Ardern’s natural ability to
communicatewas frequently raised
bychief executives, but theyhave
concernsher aspirationalmessages
can raiseexpectationswithout
necessarily transferring into
operational performance.

Of theattributesCEOswereasked
to rate, Ardern’s strategy forNew
Zealand received the lowest rating
of 2.16/5.

Respondents say shemustnot
lose sight of the fundamental
connectionbetweenmaintaininga
vibrant economyandmaintaining
the social dividend. Someare
worried there is toomuch focuson
PR, rather thanproductivity.

“Itwouldbegood to seea
strongerdecisive approach to the
‘bigger’ issues— infrastructure,
health, housing, education— than
jumpingon thebandwagonof
populist policy,” saysMainfreight
CEODonBraid.

Says anotherCEO: “The smilegot
her intogovernment, but she is
deeply inexperiencedand is taking
NewZealanddownadangerous
path. Sloganism is a terribleway to
runanation.”

But a companydirector sayswe
need togive thePrimeMinister room
tobreathe: “I thinkyouhave to
admireher,whatever yourpolitical
perspective. BeingPrimeMinister,
being female, beingyoung,means
shewill beunder attackmore than
otherswouldbe. Youhave to say she
is doingagood job in adifficult
coalitionenvironment.”
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THE CONFIDENCE
Is the lack of business confidence real, or a political construct? James Penn reports

The Government is trying to
forge a better understanding
with the business sector but
they keep doing things that

make us nervous,
agribusiness boss

“

T he conundrum at the heart
of the Kiwi economy right
now is this: despite the high-
est level of quarterly growth

seen in the past two years, business
confidence continues to sink.

In this year’s Mood of the Board-
room survey, executives’ optimism
about the New Zealand economy
compared to a year ago, as measured
on a scale of 1 (meaning “much less
optimistic”) to 5 (“much more optim-
istic”) fell to 2.2. That compared with
an average of 3.07 last year.

When it comes to the business
situation relating to their own indus-
try, executives are also pessimistic,
relatively speaking: an average rating
of 2.65 this year versus 3.41 in 2017.

Though those figures may be out
of step with the economic growth
figures, the conundrum — and its
importance — grows, considering the
potential to spread to consumer con-
fidence, and therefore underlying
economic activity.

For business, the chief concern is
uncertainty. Asked to rate their level
of concern regarding various domes-
tic factors and their impact on their
own industry, “general uncertainty
about the impact and direction of
current Government policies” came
out top.

The rest of the top five ranking
factors arguably all cement uncer-
tainty too: skills and labour shortages,
regulation, employment law changes,
and transport infrastructure.

Craig Stobo, chairman of the Local
Government Funding Agency, points
to the MMP environment as the root
of much of the policy uncertainty
shrouding business confidence.

“The multiplicity of Government
reviews has been driven by a lack of
election policy preparedness, which
is understandable in an MMP en-
vironment,” says Stobo. “What is not
understandable is the subsequent
sudden decision on mining and drill-
ing without prior public consultation
or an equivalent review. Potential
further policy uncertainty makes it
harder for businesses to hire and
invest.”

Others agreed, with NZ First a
particular target of frustration.

“The Government is trying to forge
a better understanding with the busi-
ness sector but they keep doing
things that make us nervous,” de-
clares an agribusiness boss.

“Shane Jones is a confidence
‘wrecking ball’ and there seems to be
aNZFirst dominance in the coalition.”

“A lot of new ministers, who have
a low understanding of what matters
to business. A lot of changes without
consultation, and doctrinaire think-
ing.”

Another executive, this one from
the financial sector, cited NZ First’s
involvement in economic policy as

key, among broader concerns about
the country’s economic direction.

“The Government seems hell bent
on smooth talking — especially
Robertson, Hipkins and Ardern —
whilst quietly reducing the economic
well-being of New Zealand,” says the
banking executive.

“NZ First's ‘bribe' to be in govern-
ment is delivering the worst possible
investment decisions — based on
vote-buying and self interest rather
than rational analysis. The lack of
commercial judgement in govern-
ment is deeply concerning.”

However, others were more posi-
tive.

Ross Buckley, chair of “big four”
accounting and professional services
firm KPMG, says they observe strong
performance.

“Big four firms are a good baro-
meter of the economy. There are
many sectors that we are working

with that are performing well, includ-
ing Food & Agri and Financial
Services, andmany of the underlying
business fundamentals are solid.”

“We remain positive about New
Zealand's economy and the role we
play in it,” says Don Braid, CEO of
Mainfreight. “We are unsure where
the pessimism is coming from in
other quarters — perhaps it is the
politicisation of business.”

This reflects a broader debate
around business confidence surveys,
with some arguing that responses are
drivenmorebypolitical leanings than
by underlying business confidence.

Indeed, 48 per cent of executives
say they expect to authorise more
capital expenditure over the coming
year (18 per cent say they expect to
authorise less, and 34 per cent will
hold levels constant).

A majority expect revenue growth
(68 per cent) and profit growth (58

per cent).
But should planned policy

changes come to fruition, these num-
bers could fall. Most significant
among those changes is the Employ-
ment Relations Amendment Bill.

“While we are comfortable about
our own business prospects over the
coming year, we have significant con-
cerns around the proposed Employ-
ment Relations Bill,” saysMarkCairns,
CEO of the Port of Tauranga.

“We don't have a problem with
collective bargaining (we have five
collective agreements) or unionism
(weconsider thatwehaveproductive
working relationships with the three
unions thatwedealwith).Wedohave
significant concerns about not being
able to opt out of Multi-Employer
Collective Agreements (MECA),” he
explains.

“Under a MECA environment, in-
dustrial action at one port means it
is likely that all ports in New Zealand
would close (two ports have been
closed due to strike action this last
year). With more than 40 per cent of
New Zealand’s exports routed
through Port of Tauranga, this would
be a disastrous outcome for our econ-
omy.”

“Inevitably, the proposed changes
in employment law will have or
already have been factored in to
business expectations,” says David
Mair, CEO of Skellerup Holdings.
“Where theycan, companieswill capi-
talise labour (machines vs people); or
simplymove products and processes
offshore. As usual, the Government
is focused on employment, but the

MOOD OF THE BOARDROOM

My take on business confidence — Christopher Luxon Air NZ
1.Many in thebig corporate endof
townwould say it still looksvery
strong. If I lookatAirNZ’s future
bookingswe’re seeingvery strong
underlyingdemand.GDPof 1per cent
for the Junequarterwaspretty good
andaboveexpectations. The
cashflowsoutof the reporting season
werevery, very strong. If you look
at cashflowsof SMEs they’re actually
verygood too. Youcan’t seea
physical economicproblem.But
thereclearly is aperceptionproblem
aroundbusiness, andarguably
starting to spread intoconsumer
confidence.
There’s probably three reasons for it.
One is theCoalitiondynamicsare
newand theyare leadingat times into
confusionoverwho’s actually in
charge. For thebusiness community,
where theyhavebeenattacked

personally in theway it hasbeen
throughNZFirst,whoareMinisters
of thisGovernment, it hasbeen
discombobulating. Becausewe’ve
had 17yearsunderHelenClarkor
JohnKeygovernmentswhichhas
givenusa really greatplatformand
a foundation inplace. So, theanti-
businessTrumpianpolitics is
something thatwehaven’t beenused
to. Ifwe respond to it, it just endsup
undermining JacindaArdernand
GrantRobertson.Thatneeds toget
sorted.

2.There’snopolicycertaintyor
framework forpeople to try to
navigateat themoment. If I talk to
SMEs, they say, ‘If you think the90
days law is going tobedone,why
don’t you justdo it and thenwe’ll
adjust to it.

If you’re going toput in immigration
constraintswhen I’ve got a skilled
labour shortage in regionalNZ, can
you just tellme, so I have toknow
what I have todo.
At themoment I’mspendingallmy
time trying todealwithall these
thingsyou’re thinkingabout and I’m
not actuallyout therewinning in the
market andbuildingmybusiness.We
need to stop the talking, lesshui,more
do-ey.
Businesswill dealwithwhat the
Governmentdecides todo. Itmaynot
like it. But it’s verygoodat adjusting
towhat it has todealwith.
What it’s not good for it is: “Do I invest
that capital in thatdecision togrow
mybusiness, or, do Ihave tocarry
coverandwait for an increased input
cost that’s comingmyway?” So, it’s
that sort of tension.

3. It’s anewGovernmentand likeany
new leadership andanynew
organisation it’s still trying to find its
feet. Its got a leaderwhocan talk the
narrativeverywell. But it haspeople
whoareverynewtopolitical
managementand themechanismsof
government. In fairness thereare
peoplewhoaremore socially and
environmentally skilled. But there is
little commercial experience. The
answer to that iswhatHelenClark
andLianneDalziel did. Theywentout
and theyengaged inavery formal
but structuredandpositivewaywith
business across thewholecountry.
Therehas tobean intentional action
todo that. Thecoalitiondynamic is
newafter 17yearsof stability. They
justneed to layaneggandget it done.

Business Advisory Council — E20

The big
questions
Are you expecting to increase or
decrease your number of staff in
the next twelve months?
Increase: 39%. Decrease: 21%.
Are you expecting profit growth
in your business in the next
twelve months?
Yes (increased profit): 58%.
Are you expecting revenue
growth in your business in the
next twelve months?
Yes (increased revenue): 68%.
In the following year, do you
expect to authorise more or less
capital expenditure compared to
last year?
More: 48%. Less: 18%.
In the following year, do you
expect to authorise more or less
IT expenditure compared to last
year?
More: 59%. Less: 11%.

Are you more or less optimistic
than you were one year ago (scale
where 1 = much less optimistic
and 5 = much more optimistic)
about:
The general business situation in
your industry: 2.65
The New Zealand economy: 2.20
The global economy: 2.20

How concerned are you about the
impact of the following domestic
factors on business confidence
for your OWN business (scale
where 1 = no concern and 10 =
extremely concerned)?
Top five factors:
1. General uncertaintyabout the
impact anddirectionof current
Governmentpolicies: 6.99
2. Skills and labour shortages: 6.79
3. Regulation: 6.66
4. Employment lawchanges: 6.45
5. Transport infrastructure: 6.32

How concerned are you about the
impact of the following domestic
factors on business confidence
for the GENERAL business
community (scale where 1 = no
concern and 10 = extremely
concerned)?
Top 10 factors:
1. Adequacyof transport
infrastructure: 7.28
2. Employment lawchanges: 7.23
3.General uncertaintyabout the
impact anddirectionof current
Governmentpolicies: 7.13
4. Skills and labour shortages: 7.11
5. Congestion inAuckland: 7.03
6.QualityofGovernment spending:
6.71
7. Regulation: 6.46
8. Fuel price increases: 6.29
9. Labourproductivity: 6.15
10.Housing shortage: 6.07
Others:wage increases (5.84),Access
to foreigndirect investment (5.47),
Implicationsofbanning future
offshoremining/drilling (5.41),Water
infrastructure (5.33); LevelNZdollar
(4.72), Electricitypricing (4.7),
corporate tax rate (4.52),access to
capital (4.14), inflation increase
(4.09),Governmentdebt (4.01,) net
migration increases (3.93).

What impact do you believe the
following international issues
have on business confidence in
New Zealand today (scale where
1 = no concern and 10 = extremely
concerned.
Top 10 factors
1. Cyber securitybreaches: 7.14
2. Tradewarbetween theUSand
China: 7.09
3. Protectionism:6.78
4. “Trump factor” –USpolitical
instability: 6.57
5.UncertainChineseeconomy:6.39
6.USTariff hikes: 6.18
7. Competition - global talent: 6.07
8.Commodityprices: 5.67
9. Currencyvolatility 5.60
10. Brexit uncertainty5.34
Others: Supply chain security (5.29),
Australianpolitical instability (4.82),
Global inflation (4.68), Terrorism
(4.55), potential fornuclearwar (3.37).
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Failure of confidence knocks off the shine
Mood of the
Boardroom
Liam Dann

The bonus years should be providing
business with confidence and an

opportunity to invest in ways that will
provide a buffer against the next

external shock.
“

T heGovernmenthas itswork
cutout towinover the
nation’s business leaders,
theMoodof theBoardroom

surveyshows.
Inacontrast to somebusiness

confidence surveys thisyear, chief
executives remainupbeat about their
ownbusinessprospects.

But theyare lessoptimistic than
wereayearago—about both the
domestic and international economy.

Thisyear business confidencehas
becomeahotlydebatedpolitical
issuewithbusiness groups
expressingconcernsabout the
CoalitionGovernment’s plans for
employment law, itsmove toban
offshoredrillingand the lackof
certainty inotherpolicyareas like
migration. In somebusiness surveys
confidencehas fallen to levelsnot
seensince the global financial crisis.

Criticshavebeenquick topoint the
finger at theGovernmentand its
policies.

Inwhat canonlybeagood
indicator forNewZealand’s
economicoutlook, theMoodof the
Boardroomsurvey showsaclear
majorityof business leadersplan to
eithermaintainor increasecapital
expenditureand investment in staff
and IT in thenextyear.

However the level ofpositivityhas
fallen since last year’s survey.

For example just 48per cent said
theyexpected to increasecapital
expenditurecomparedwith56per
cent in2017.

In termsof earningsexpectation58
per cent expect their business to grow
profitability in thenextyear and68
per cent expected revenue togrow.

That compareswith 75per cent
and82per cent respectively in last
year’s survey.

Though theCEOs responding to
the2018 surveyappearbroadly
optimistic about their ownoutlook
theydohighlight several issuesof
concern.

Optimismabout thedomestic
economyhasdipped.

More than55per centof business
leaderswere slightly lessoptimistic
about thedomestic economythan
theywereayearago, 16per centwere
much lessoptimistic.

On thedomestic front some
perennial concerns suchas transport,
traffic congestionandskill shortages
remain topofmind—as theyhave
for thepast fewyears.

But someother issues specific to
thenewGovernment are starting to
showthrough—proposed
employment lawchanges are seenas
concerningbya largemajorityof
respondents andasextremely
concerningby 15per cent.

TheCoalition’s proposed
employment lawreformsare
currently going through the
parliamentaryprocess—andhave

just completed select committee.
The issues thatbusiness groups

highlight as cause for concern include
the repeal of the90-day trial periods
for firmswithmore than20staff, the
rise in theminimumwageanda
strengtheningof thecollective
bargaining frameworkwhichwill
giveunionseasyaccess to the
workplace. Thecentre-left Coalition
andbusiness arenever likely to see
eye toeyeonemployment lawbut
onebroader issue raises evenmore
cause for concern.

“Generaluncertaintyaround the
impact anddirectionof current
policies” is seenasextremely
concerningby 16per cent.

This iswhere theball ismore
squarely in theGovernment’s court.

Efforts thus far to reassure
businesshavebeenunderminedby
execution in relevant areas—suchas
thedebacle around theappointment
of the chief technical officer.

GrantRobertsonwill bequick to
remindbusiness leaders that there
hasbeennowaveringon thecore
policyof fiscal responsibility—which
shouldunderpinabase level of
confidence in theCoalitioneven if

there is concernabout specific
policies. But theannouncementand
subsequent sellingof thebanon
offshoreoil andgasexploration
providesanotherexampleof amove
whichhas soweduncertainty in the
mindsofbusiness.

Business alsohasconcernsabout
the lackof apolicy frameworkon
immigration.

Pre-election therewerepromises
tomakesubstantive cuts. The fact
thatnetmigrationgains remain
stronghasbeenaplus forbusiness.

But a lackof clarityabout longer
term immigrationpolicywill be
adding touncertainty forbusinesses
facing skills shortageswhich require
offshore labour.

On theglobal front, thenumbers
also reflect growingconcernabout
economic risks—with55per cent
slightly lessoptimistic and 18per cent
much lessoptimistic.

Theeverpresent—andoftenvery
acute— riskof cyber securitybreach
remains the single largest causeof
concern forbusiness leaders in the
survey.However, in aggregate, ahost
of issues relating to international
tradeappears tobe loomingasone

of thebiggest concerns rightnow.
These include: the tradewar

between theUSandChina,
protectionism, theTrump factor inUS
politics, theuncertainChinese
economyandUS tariff hikes.

Those issues rankconsecutively
as thenext fivebiggest risks, after
cyber security.

The threat that fallout froma trade
warcould sloworevencrash the
global economy isvery real and
especially acute for a small trading
nation likeNewZealand.

Commoditypriceshavealready
takenahit thisyear.

On topof trade tensions is the
underlyingnervousnessabout the
sustainabilityof global growthaswe
head intoour 10thyearof recovery
fromtheglobal financial crisis.

Stockmarkets are riding
precariouslyhighandexpectations
are that interest rateswill start to rise
puttingpressureonglobaldebt levels.

In tandem, the lackof confidence
in theGovernmentand increasing
global riskare combining to take the
shineoffwhat is otherwisebecoming
oneof the longest sustainedperiods
of growth inNewZealandeconomic
history.

That’s a shame, becauseasweroll
past the traditional timeframe in
which the local economyhas tended
tocomeunstuck, thebonusyears
shouldbeprovidingbusinesswith
confidenceandanopportunity to
invest inways thatwill providea
buffer against thenext external shock
when it inevitablyarrives.

CONUNDRUM
continued from E4 CEOs: The single

biggest factor that
will assist my
business to remain
internationally
competitive from
New Zealand.

23.5%

Government/council policy

22.6%

Skills and talent

14.8%

Specific govt/council policy

8.7%

Market access

5.22%

Exchange rate

5.22%

Costs — Supply Chain

5.22%

Better technology/R&D

4.35%

Company internal issues

3.48%

Strong stable economy

2.6%

NZ’s reputation

2.6%

Ambition

1.7%

Other

number of unemployed will grow.”
Says the CEO of a construction

firm: “The current Government is
naive about how the decisions they
make affect the decision-making pro-
cess of CEOs. They tend to tell rather
than listen and, to be frank, they
haven’t gotmuch of a clue on theway
the economy works.

“Business copes, that’s our job, but
we are dealing in a bit of a fog.”

The fog is thickened by question
marks over the adequacyof transport
infrastructure and New Zealand’s
labour market, too.

Many of these challenges — em-
ployment legislation, skills, infra-
structure, and productivity — are
inter-related, as reflected in one
agribusiness leader’s comments:

“We need better regional infra-
structure. Productivity is held back
by clogged roads. We want to grow
and employ more people, but there
is a shortage of the skills we are
looking for. And we don’t really want
to take a chance employing new
people we may be unsure about
because it looks like it will be much
more difficult to sort out.”

A shipping boss concurred: “The
issue of transport infrastructure is
one of great concern. The negative
impacts of reducing productivity and
congestion are ones that can limit
NZ’s ability to grow.

“Looking at the future is easy
enough to do — but creating a plan
to deal with the task and ensure
future success and sustainability is
key. We are simply moving too
slowly.”

if not, the adverse impact on the
ability to move goods and services
and flow-on effectswill be intolerable.
PPPs and tollways should be consid-
ered.”

For other executives, such asAnna
Curzon, chief partner officer at Xero,
the challenge is one of long term
vision.

“More clarity of vision needs to be
given to the type of nation we want
to be. We need to be laser-focused on
the things we want to be world class
at, given our challenges,” she argues.
“Like encouraging more remote
workers and learners and providing
the IT infrastructure to make this
happen (i.e. in abid to ease congestion
and increase productivity).

“This requires big picture thinking
across not just capital investment but
also designing for the future of work.”

Sam Stubbs, managing director at
Simplicity, sees cause for optimism
outside the political arena entirely —
and believes New Zealand is “about
to have our Singapore moment.”

“New Zealand business is
underestimating the impact of
KiwiSaver capital flows, which will
inject $75b into the local economy
over the next 12 years,” he explains.
“It’s a rising tide of savings, investing
everyweek, and looking for long term
investments, including infrastructure.
It’s domestic savings and de-
politicised.

“NZ has never in its history seen
such a large amount of domestic
investment capital that wasn’t gov-
ernmentdebt or highly leveragedand
speculative.”

Though most bemoan the uncer-
tainty, one industry will see oppor-
tunity.

“Good legal advice becomes all the
more important in time of economic
turbulence, and regulatory change,”
says Lloyd Kavanagh, chair of law
firm MinterEllisonRuddWatts. “We
expect both in the next 12 months.”

Storms washing over
the oil and gas platform

Tim McCready

I suspect a lot of the concerns
larger businesses have around
Government policy direction
stem from this single decision.

construction boss

“
The Coalition Government’s “oil and
gas ban” provoked a strong response
from CEOs, many saying it contri-
buted to the downturn in business
confidence.

Some 77 per cent of respondents
to the 2018 Mood of the Boardroom
survey agreed the Government
should have waited until the Pro-
ductivity Commission set out its path-
way to a low emissions future and
taken that advice on board before
making a decision.

While CEOs acknowledge the
nature of the decision would have
beenunpopularwith somewhenever
and however it was done, they de-
scribe the decision as “egregious” and
“naive” for its urgency and
suddenness.

A residential construction boss
says it had contributed to the lack of
confidence business has in the Gov-
ernment: “The absence of consulta-
tion on this issue and the manner in
which it was announced was frankly
bizarre. I suspect a lot of the concerns
larger businesses have around Gov-
ernment policy direction stem from
this single decision.”

The ban on new offshore oil and
gas exploration was jointly
announced inApril by PrimeMinister
Jacinda Ardern, Regional Economic
Development Minister Shane Jones
and Climate Change Minister James
Shaw.

The Crown Minerals (Petroleum)
Amendment Bill took the industry by
surprise — largely as it was not part
of a confidence and supply or coali-
tion agreement, had not been ex-
plicitly promised by Labour during
the election campaign, andwas anno-
unced without being robustly contes-

ted through Cabinet consideration.
Chen Palmer’s Mai Chen says the

Government can do what it wants to
do, but the way it did it wasn’t ideal.
“This affected business confidence,
and they are now having to unspook
business that the same approach will
not be taken to other industries.”

“Moving too quickly has created
uncertainty over future energy
sources. Change without a transition
plan risks unintended negative con-
sequences,” says an infrastructure
advisory firm boss.

A CEO from the entertainment
industry suggests waiting might have
enabled the Government to provide
greater substantiation: “The decision
to do something in itself is to be
commended, but it might have had
greater support if the process had
been better.”

Support for the decision — but not
the process — shone through from
some of respondents, with sugges-
tions that it could provide an oppor-
tunity for New Zealand. Fifteen per
cent of respondents believed theGov-
ernment was right to move when it
did; 8 per cent were unsure.

“New Zealand is well-placed to
develop alternative technologies for
renewable replacement of fossil fuels
— and without tension, this will never
occur,” says Wellington Energy CEO
Greg Skelton. “The scarcity of local
fossil fuel will drive the required
innovation and set New Zealand up
as an international leader in this area.”

A boss in the marketing industry
feels that 40 years, with current
licenses still to be executed, provides
enough time to adjust.

“A clear signal was needed to the
industry to look at what they do now
and plan to change, rather than
carrying on as in the past.”

“Auckland congestion is a major
drag on productivity and quality of
life,” said Tom Nickels, managing
director of Waste Management. “AT
and NZTA need to prioritise invest-
ment in road and heavy rail to sup-
port the forecast growth in Auckland;
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Disciplined Robertson rates

Is there a role for larger
businesses to work
with the Government
to help sustain the
economy of provincial
New Zealand?

87 %

yes

6%

no

7%

unsure

F inanceMinister Grant Robert-
son’s fiscal discipline focus
against Budget bids by
colleagues has resulted in

this factor topping the ratings of Coali-
tion key performance indicators by
CEO respondents to the 2018 Mood
of the Boardroom survey.

But cautioned a media boss,
“loading debt into Crown entities
undermines the credibility of re-
ported Government fiscal metrics”.

Strong focus on regional develop-
ment — a New Zealand First Initiative
— resulted in this factor coming in
second place, despite misgivings
many CEOs have over the political
style of the Minister, Shane Jones.

“Many of the challenges NZ faces
like low productivity (despite work-
ing long hours) and flat to declining
GDP per capita, will take a long time
to resolve,” says the Auckland-based
head of a legal firm.

“But so far there is not much sign
that Labour has a plan or even fresh
thinking. At least NZ First and the
Greens seem to have a plan and have
made some progress with regional
development and environmental
issues — even if one might not agree
with how they are going about it.”

The Coalition’s pragmatic re-
sponse to international trade —where
they surprised by devising an early
fix and signing up to the Comprehen-
sive and Progressive Agreement for
Trans-Pacific Partnership (CPTPP) —
was also recognised. “The new TPP
was a highlight,” said the chair of a
major tourism company.

But, said the head of a lobbying
firm: “They over-promised and have
under-performed in health and hous-
ing. They signedTPPwhichwas great,
but have ignored China so far. Their
immigration policies have destroyed
our export education industry.”

“The Government has set worthy

aspirations for our country but
achieving them takes hard work and
pragmatism,” said Infrastructure New
Zealand CEO Stephen Selwood.

“Tackling key barriers to growth
like transport infrastructure and
water security need more urgent ac-
tion. Dialogue with key trading part-
ners seems to be missing, now being
commented upon by those partners.”

“Much of the drag on NZ comes

from Auckland and achieving pro-
gress will take courage, capital and
decision-making,” said Auckland
Chamber of Commerce’s Michael
Barnett. “Similarly, issues like mental
health and better-managed immi-
gration have been present for a long
time and will need dramatic action
to deliver difference. If NZ didn’t have
4.5 million experts on these issues we
could probably make decisions and

have some wins and losses but
achieve some progress without pub-
lic hangings.”

Others pointed to too many work-
ing groups leading to “little hope of
implementation in the first term”;
infrastructure investment seeming to
be “more about vote winners versus
where it’s needed” — all leading to
little of substance being achieved to
meet key promises.

Role for Business?
When askedwhether therewas a role
for larger New Zealand businesses to
work with the Government to help
sustain the economy of provincial
New Zealand, 87 per cent agreed, 6
per cent indicated that they don’t
think this is a role for big business,
7 per cent were unsure.

The CEO of a food distributor said
his company has made significant
investment in building new distri-
bution centres in regional New Zea-
land over the past few years — “with
precious little support in dealing with
red tape, consents, etc”.

“The Government needs to work
on a long-term model of engagement
on policy areas where New Zealand
business can contribute,” said
departing KiwiRail CEO Peter Reidy.
“Language also needs to change —
business growth is good for New
Zealand, it grows jobs and income to
help New Zealand grow.”

Adds Vector director Dame Alison
Paterson: “I’m sure there is a role as
longas there is an incentive, or at least
the certainty the effort is not fruitless
— remember Shane Jones holds the
purse strings to the $1b development
fund — what does he think?”

● “Businesses can allocate human
and financial capital faster and more
effectively than any government
apparatus. The Government should
say what they want and then tender

for the creative consortium out-
comes. Sugar rush spending from the
Regional fund is going to lead to a
sugar hangover.” — Energy boss.

● Encouraging growth in the pro-
vinces is “easier said than done — as
you’re fighting against global trends
towards big cities” —SparkCEOSimon
Moutter.

● “Digitisation means the vast
majority of all New Zealanders get
access to services 24/7. The stress
point in the provinces is not with-
drawal of services, but the transition
many of them are making to the new
economy” — Banking boss.
● See: Grant Robertson’s fiscal
focus — E10.

The Top Ten

3.62/5
FinanceMinister Grant Robertson

3.3/5
PrimeMinister Jacinda Ardern

3.23/5
ForeignMinister Winston Peters

3.06/5
TradeMinister David Parker

2.88/5
JusticeMinister Andrew Little

2.82/5
PoliceMinister Stuart Nash

2.77/5
Housing and Transport Minister
Phil Twyford

2.71/5
AgricultureMinister Damien
O’Connor

2.55/5
Regional Economic Development
Minister Shane Jones

At the bottom

1.84/5
Kelvin Davis

Marking the report card
CabinetMinisterswere ratedon
theirministerial portfolio
performanceover thepast yearon
a 1-5 scale,where 1 = not impressive
and5 =very impressive.

GrantRobertson’s ratingdoes
not yetmirror the respect thatCEOs
havehad inpast surveys for former
National PMBill Englishwhenhe
held the financeportfolio.

But throughout the survey it is
clear that chief executivesviewhim
asaconsiderable asset to the
Coalition.

“GrantRobertson is doingan
excellent jobof sellingLabour’s
plan.He is engagedwithbusiness
andgood toworkwith,”said
InfrastructureNZ’s Stephen
Selwood. “Phil Twyford’s ambition
for transformative change is
compelling.

“But thecoalitionneeds todo
what’s right forNewZealand, focus
onwhat counts andavoid their
ideological agendas.”

Anagri chiefwason thenose:
“Robertsonbest of thebunch.
Intelligent and listens. Toomuch
smugdoctrinaire crap fromthe
others. Promiseda lot that theycan’t
deliver. Jacinda is beingdragged
downby them.”

Regional EconomicMinister
Shane Jones’mid-pack ratingwas
clearly influencedbyhispersonal
attacksonbusiness leaders.

“We’renot inGuatemalanow [Dr]
Shane,” said anenergychief. “He’s
going toget outplayedathis own
gameshortly.”

“ I thinkall leaders in thecoalition
need togive their teams the
message that theyneed tobe
disciplinedanddeliver,” said a
leadingcompanydirector.

“There’s no roomfor sloppiness
and their egosgettingoutof

control.”
Other ratings—which in some

cases reflect the reality that some
competentMinisters havehad less
contact andprofilewith the
business community— resulted in
a considerablepercentageofCEOs
ticking theUnsurebox, bringing

down their overall ratings.
These include:HealthMinister

DavidClark (2.47/5), EnergyMinister
MeganWoods (2.43/5),Workplace
RelationsMinister Iain Lee-Galloway
(2.42/5), SocialDevelopmentMinister
Carmel Sepuloni (2.4/5), Buildingand
ConstructionMinister JennySalesa
(2.39/5), DefenceMinisterRonMark
(2.35/5), LocalGovernmentMinister
NanaiaMahuta2.28/5), Education
MinisterChrisHipkins (2.26/5), and,
ChildrenMinister TraceyMartin
(2.22/5).

Amongcomments: “Iain Lees-
Gallowayhasbeenadisaster at
business forums.Not listeningand
drivenbyhisown ideology.

“If theGovernmentwants agood
relationshipwithbusiness they should
gethimoutof there—quick.” (FCMG
boss);

“Davis hopeless. Lees-Galloway
can’t hidehis hatredofbusiness and
this impactsonanythingArdern tries
todo.Hipkins verygoodbutover-
loaded, as is Parker.Noneof themvery
accessible.” (Lobbying firmboss).

WhileMinistersoutsideCabinet
werenot rated in this year’s survey,
anumberof bosseshadviews.

ConservationMinister Eugenie
Sagewas slammedasa “real problem”
— “Zerooutof tenandonly interested
ina smallminorityof constituents.

“Shewill have anegative impacton
this govt long term,” said a
constructionboss. “Thiswasa fiery
badandnaive appointment—a life
memberof Forest andBirdasMinister
ofConservation?”

Anotherdescribed, Julie-Ann
Genter as a standout in theAssociate
Transport portfolio andasMinister for
Women “ensuringamuchstronger
voicewith action for thisministry”.

LabourMPLouisaWallwasalso
marked forpromotion.

Coalition KPIs
The top five key performance indicators in CEOs’
eyes
Maintaining fiscal discipline 3.03/5
Regional development 2.96/5
International trade 2.94/5
Auckland Partnership 2.87/5
Working relations with China 2.83/5
Key Coalition policies
Health 2.77/5
Mental health 2.74/5
Water quality 2.68/5
Infrastructure investment 2.65/5
Housing shortage 2.64/5
Crime 2.58/5
Wealth gap 2.57/5
Decreasing net immigration 2.46/5
Education 2.42/5
Bottom five KPIs in CEOs’ eyes
Youth unemployment 2.25/5
Economic growth 2.21/5
High value economy 2.04/5
Foreign Investment 1.98/5
Business confidence 1.67/5

CEOs rated the Coalition
Government’s performance in
key areas since the 2017
election on a 1-5 scale where
1=not impressive and 5=very
impressive

Praise for minor
party leaders

David Seymour won publicity in
DancingWith the Stars.

New Zealand First leader and Deputy
PrimeMinisterWinston Peters is seen
by business as the “most impressive”
of the minor party leaders.

On 3.07/5, he narrowly pipped
Greens Co-leader and Minister for
Climate Change James Shaw (2.98/5)
in the 2018 survey.

Peters was dominating “through
experience” . . . “Winston’s experience
has shined and he is cruising nicely”,
were typical comments.

“I give Peters that rating grudg-
ingly, andmore as a reflection of how
he is performing relative to the fact
that he leads a minor party and
keeping it relevant,” said a residential
construction head who rated Peters
at 4/5. “I may not like the policies or
the style or the constituency, but he’s
doing a great job of representing
himself by representing their inter-
ests.”

“Shaw seems to be actually doing
the hard work of addressing environ-
mental issues— largelywithout recog-
nition,” said a legal firm boss. “Peters
has shown himself to be a safer pair
of hands in government than we
expected (just as he did the previous
times).

“But Peters has to address Shane
Jones’ behaviour and comments,
which could be very damaging to NZ
as a destination for foreign invest-
ment. Seymour and Davidson are
non-entities — each in their ownway.”

Said a tourism boss who rated the
Greens co-leader 5/5: “James Shaw
hasbeen thebest performingminister
in the Government.

“Assiduously built relationships
and focused on what he came to do
— has great clarity on his job.”

There was just one comment re-
lating to Greens co-leader Marama

Davidson who was rated 1.73/5.
“Shaw and Davidson balance each

other out. One calm and sensible and
approachable and the other extreme
and reactionary.” (lobbying firmboss).

As for Act leader David Seymour
who came in at 2.24/5: “Great Dancer.
No, seriously, he has stood up very
effectively on the Maori Charter
schoolswhich areworking,” — private
equity boss.
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Peters a ‘pleasant surprise’
Tim McCready

Winston’s natural
statesmanlike qualities shone

through strongly as
Acting PrimeMinister.

Greg Lowe, Beca
“

How did Peters
perform as
Acting PM?

59 %

better than expected

40%

performed to expectation

1%

unsure

0%

worse than expected

“I thought Winston proved himself verywell,” said a real estate boss.

L ast year’s Mood of the Board-
room survey — conducted in
the lead-up to the general
election— sawawhopping94

per cent respond “No” to the question:
“Should either party concede Prime
Ministership to Winston Peters on an
interim basis to achieve power?” and
incited some on the nose responses,
including: “FFS”, “Heck no” and “Win-
ston doesn’t have the work ethic to
be Prime Minister even for a couple
of weeks.”

And yet Peters, 73, found himself
in exactly that position — albeit out-
side the terms of the Coalition Agree-
ment — when he stepped in for six
weeks during Jacinda Ardern’s ma-
ternity leave.

“Winston’s natural statesmanlike
qualities shone through strongly as
Acting PrimeMinister,” said Beca CEO
Greg Lowe. “He looked comfortable
in the role!”

A real estate boss, who was critical
of Peters in last year’s survey was
magnanimous, conceding “as one
who was concerned, I thought Win-
ston proved himself very well”.

“Winston has pleasantly surprised
business — he has mostly been
measured and level-headed,” added
a professional director.

When asked how Peters perfor-
med during his six-week tenure as
acting Prime Minister, 59 per cent of
respondents felt that he performed
better than expected, 40 per cent
thought he performed to their expec-
tation. No one responded that he had
performed worse than expected (just
1 per cent indicated they were
unsure).

A banking boss suggested Peters

came across as an elder statesman,
and had “shown himself to be a safer
pair of hands in government than we
expected”.

But some questioned why Peters
can’t continue this mantle, with a
health care chief executive bemoan-
ing “why can’t he perform like that
without the title? When he holds the
titles, he performs well — not when
he is outside throwing stones.”

EMA chief executive Kim Camp-
bell noted “his experiencewas clearly
on display, and he had his eyes fixed
on the history books”.

Others were pungent — “No upsets.
But policy slowed down and Jacinda
was in trouble straight after,” noted
a Wellington-based lobbyist.

Of the minor party leaders, Win-
ston Peters was top of the table in his

rating for leadership by New Zealand
chief executives and directors — just
ahead of Green co-leader James
Shaw — scoring 3.1/5 on a scale where
1 = not impressive and 5 = very
impressive (and up from his rating of
2.8/5 in last year’s Mood of the Board-
room survey).

Peters who holds the foreign
affairs, SOEs and racingportfolioswas
also near the top rankings for his
performance as a cabinet minister,
receiving a grade of 3.2/5 (compared
to the rating he received last year for
his performance in Opposition of
2.6/5).

Political commentators have
suggested there are cracks looming
in the Coalition Government, with
some claiming Peters is “muscle-
flexing,” “outsmarting and outman-

oeuvring Labour” and “trying to pull
off a massive shift in power within
the Coalition”.

Political uncertainty has contri-
buted to the current level of business
confidence, but some suggest Peters
has helped mitigate the fall in busi-
ness confidence.

For instance, respondents have
acknowledged NZ First’s potential

role in modifying aspects of the em-
ployment legislation currently in
front of Parliament to get a more
business friendly outcome, particu-
larly in the regions and for small
business.

“Even though it pains me to say
it, without Winston Peters’ involve-
ment, business conditions would be
wayworse,” said a travel and tourism
boss.

However, there is some scepticism
as towhether Peters hasNewZealand
—orNewZealand First’s best interests
at heart: “Winston Peters was OK as
acting Prime Minister,” says the head
of a telecommunications firm.
“Unfortunately, New Zealand First’s
stated and explicit goal has nothing
to do with a better New Zealand —
just to keep itself relevant for the next
election.”

There are concerns over special
pleading. For instance, Inland Reve-
nue officials have warned against the
tax breaks Peters obtained for the
racing industry, saying they could
cost the Crown up to $40 million in
lost revenue.

A professional director was more
direct: “Winston has done better than
I thought in some ways… but balanc-
ing the money thrown at the provin-
cial growth fund and racing industry
is pork barrel politics at its worst!”
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Not yet a credible Opposition
Tim McCready

Has National begun
to carve out a
credible economic
alternative to the
Government?

68%

No

11%

Yes

21%

Unsure

When Amy Adams was appointed
National’s finance spokesperson she
said the role was “a hell of a steep
learning curve”.

Adams, defeated by Simon Bridges
for the National Party leadership
earlier this year,was quickly awarded
the prime finance shadow portfolio.

A year on from the 2017 general
election — where National’s strong
showing shouldhaveput it in thepole
position to form a government — the
party is struggling in the eyes of CEOs
to carve out a credible economic
alternative to the Coalition Govern-
ment.

Two-thirds (68 per cent) of
respondents to the 2018 Mood of the
Boardroom survey are in this camp.

To some extent, National is a vic-
tim of the electoral cycle.

Said Deloitte chief executive
Thomas Pippos, “To date it has been
somewhat disappointing I would
have thought for them, but probably
not unexpected given the political
cycle.”

Mainfreight CEO Don Braid re-
sponded: “National need better policy
alternatives and to stop worrying
about the trivial matters that seem to
be the focus of Parliament at the
moment.”

“There is no credible government

or opposition currently on the hori-
zon. Tragic,” says the CEO of a
homewares company.

Many of those surveyed acknow-
ledged that it will be difficult for
National to credibly criticise theCoali-
tion’s handling of major areas that
could be seen as National’s lack of
action after nine years in govern-
ment.

Explains the chair of a professional
services firm: “For example, infra-

structure tomatch the growing popu-
lation, the housing shortage in Auck-
land, and overpriced housing
compared both to household
incomes, and to comparable
dwellings in places like the United
States and Europe.”

Adds a residential construction
boss: “Housing is a critical issue and
one on which the electorate sees
National as having failed badly on.
Mocking Phil Twyford may make for

a satisfying afternoon in the House,
but it’s hardly presenting a credible
alternative strategy.”

An energy sector leader said their
feeling towards the Opposition goes
further than providing an economic
alternative.

“They haven’t carved out a
credible political, social or environ-
mental alternative either.”

But although it was widely
believed that National is not yet

performing as the well-oiled Oppo-
sition they may be hoping for, some
CEOs noted that they still offer a
better alternative to the Government
— they just need to find some friends
tomake sure they’re not caught short
at the next election.

“National is still polling in the 40s
— so New Zealanders like them.

“What National needs is a credible
coalition partner to help them get
over 50 per cent,” says a banker.

Waiting for a punch to land

“
We are all waiting for a real punch to
land. Bridges’ best day since Labour

got in was the in-house haggle on the
floor of Parliament when theywere
trying to sort votes for the Speaker
on day one. He hasn’t got close to

that high-water mark since.
energy firm boss

NewNational Party leader has not built bridges to business, writes Tim McCreadyC EOs and directors of New
Zealand’s largest companies
were asked to rate Simon
Bridges’ leadership of the

National Party on a scale where 1=not
impressive and 5=very impressive.
They gave him a middling grade of
2.44/5. This is down on the rating of
3.16/5 Bridges received as a cabinet
minister in last year’s survey.

In an effort to boost his low pre-
ferred Prime Minister ratings, Bridges
invested a lot of time into his ‘getting
to knowSimon’ roadshowaround the
country.

“I’m working incredibly hard as
Opposition Leader to get out there
and understand what’s happening in
New Zealand. I’m getting out and
doing the hard mahi,” said Bridges.

The tour caused controversy —
and a subsequent investigation into
the expenses leak — when it was
revealed he spent nearly $113,973 on
his charm offensive tour.

Worse still, CEOs don’t think it has
raised his profile in the way Bridges
would have hoped for.

“He doesn’t have the necessary
gravitas and charisma to get
cut through,” said a profes-
sional director. He is a
smart guy, but
not a credible
leader on
camera, and
therefore,
he won’t
get public
sup-
port,”

said the CEO of an agribusiness firm.
“National is going to need a more

compelling leader if they are to be
elected in the
next elec-
tion,”
surmi-

sed the boss of a large food and
beverage business. Some pointed to
his “prosecutor” style — criticising
Ardern for anything her Govern-
ment does, without offering a
constructive alternative policy
or action.

On the policy front, chief
executives would like
Bridges to share more of
his vision for what
National stands for, put-
ting forward a clear direc-
tion for New Zealand and
sharing his future
aspirations for the
country.

“It seems like oppo-
sition for opposition’s
sake,” said Infrastructure
NZ CEO Stephen Selwood.
“Negativity is hard to like.
National needs to take the
moral high ground and in-
vest in strong policy re-
search that will take New
Zealand forward. In an MMP
world they need to build ef-
fective partnerships.”

Added an energy boss:
“We are all waiting for

a real punch to land.
Bridges’ best day
since Labour
got inwas the
in-house
haggle on

the floor of Parliament when they
were trying to sort votes for the
Speaker on day one. He hasn’t got
close to that high-water mark since.”

Former National opposition leader
Don Brash was more forgiving,
suggesting that “in due course he will
need both to disown some of
National’s past mistakes (such as a
complete failure to improve the RMA
and the shambles created by the
Marine and Coastal Area Act) and
spell outwhereNationalwill dobetter
— both than the Government and the
previous National Government”.

Big shoes to fill
In his eight months as leader of the
National Party, Bridges has discov-
eredBill English and JohnKey’s shoes
as party leaders are not easy to fill.

The contrast between Bridges and
the highly popular National leaders
who preceded him was noted by
respondents.

“To be fair, it was a hospital pass
taking over from John Key and Bill
English… but he looks out of his depth
to me,” responded one chairperson.

“Bridges has a major communica-
tions issue.

“Hemay be trying to emulate Key’s
style, but he is failing woefully,” said
a professional director.

Others were more pragmatic,
suggesting that — given time—Bridges
will have a greater impact on the
electorate. “It is hard to make an
impact in opposition and he is new
to the role,” says independent direc-
tor Dame Alison Paterson.

This sentiment was echoed by a
telecommunications boss: “It feels
like he is still finding his feet.”

A real estate CEO added that
Bridges is growing in stature.

“He is unknown by many but he
is slowly getting out and meeting
people. His ratings are low, but party
vote confidence will build this.

“It has been a quiet start but he is
now starting to ramp things up as he
gets more confidence.”

A residential construction firm
boss advised: “I get a sense that
National still feel ‘we were robbed’ as
opposed to ‘we failed to take our
chances when we had them and
missed the key penalty’,” said a resi-
dential construction boss.

“National may be the largest party
in Parliament, but unless you have
more than 60 votes, that matters not.
Ditch the ‘John Key Lite’ imperson-
ation, ask where you can get a
credible alternative for partners, and
get the team focused on laying out
credible alternative policies for the
genuine social and infrastructural
issues that New Zealanders have de-
monstrated they care about.”

Interestingly, towards the end of
the three-week survey period there
were more stumbles by the Govern-
ment for the opposition to grapple
with — including the sacking of Minis-
ters Clare Curran and Meka Whaitiri,
the botched CTO appointment, and
Jacinda Ardern mis-speaking on GDP
figures — yet the average rating given
for this question didn’t really change
over time.
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Cut the bombast, Shane

And the band plays on and on . . . CEOs have tired of the Cabinet Ministers’ attacks. Photo / Duncan Brown

Tim McCready Shane Jones is two-faced. He’s happy to
come along to your corporate box, drink
your wine, eat your buffet andwatch the
rugby, and tell everyone howmuch he’s
in touchwith the business community
and turn around the next day and slag

you off to get a cheap headline.
banker

“
N ew Zealand First MP and

Regional Economic De-
velopment Minister Shane
Jones has come under

harsh criticism recently for his
attacks on private business and busi-
ness leaders.

He’s put the banking sector under
fire — echoing the concerns of the
bank workers’ union over the closure
of rural bank branches — and has
publicly lambasted Fonterra, The
Warehouse and Air New Zealand on
other issues.

Amid reaction to Fonterra’s recent
announcement of its $196 million net
loss for the 2018 financial year —
Jones urged the dairy company’s
new chief executive, Miles Hurrell, to
“get out the hedge clippers and start
pruning people”.

The revelation that almost 6000
Fonterra staff earn more than
$100,000 a year — 750 more than in
2017 — sparked Jones to say: “based
on this performance, they don’t de-
serve the minimum wage”.

His remarks were picked up by the
boss of another dairy company, who
said: “The latest comments regarding
staff in Fonterra needing to be fired
is frighteningly naive and misguided.

“Perish the thought anyone takes
him seriously.”

With several powerful portfolios
under his belt — including Infra-
structure, Regional Economic De-
velopment and Forestry as well as
associate roles in Finance, State-
Owned Enterprises and Transport —
it is obvious Jones carries huge
weight in Cabinet when it comes to
commercial issues.

But despite his commercially

oriented portfolios, the CEOs have
awarded him a mere mid-pack rating
on his performance in his ministerial
portfolios of 2.55/5 on a scale where
1=not impressive and 5=very impress-
ive.

In the 2018 Herald CEOs survey,
Jones’ bombastic statements were
met with heavy criticism from CEOs:
80 per cent of respondents were
concerned about Jones’ practice of
personalising his attacks on com-
panies; 15 per cent were not uncon-
cerned, and 5 per cent are unsure.

Deloitte CEO Thomas Pippos said

this is “politics at its worst”.
There was a flood of pithy re-

sponses including, “pathetic populist
posturing”, “appalling”, “totally inap-
propriate”, “short-sighted political
point scoring”, “play the ball not the
man”, “he’s a grandstander” and “he
is a bully”.

Jones later defended his
comments on Fonterra, saying they
were just a joke.

“I’m a politician, I’m a retail poli-
tician,” he said. “You want a hefty
payout, I want 5 per cent at the next
election. It’s pretty simple.”

His approach was too cynical for
some.

There was agreement by some
respondents that Jones’ antics should
be perceived only as tactics to boost
his personal popularity and that of
New Zealand First — with one
suggesting his tactics are straight out
of the “Trump” playbook.

“Shane Jones is two-faced,” said a
banking boss.

“He’s happy to come along to your
corporate box, drink your wine, eat
your buffet and watch the rugby, and
tell everyone howmuch he’s in touch

with the business community and
turn around the next day and slag
you off to get a cheap headline. At
least with Winston Peters and some
of the Greens you always know
where you stand.”

But though there’s little doubt
Jones is playing up to the electorate
and polishing his image as the self-
styled “champion of the regions”,
EMA chief executive Kim Campbell
concedes there is some truth behind
his statements. “Much ofwhat he says
has a ring of veracity.”

“They need to be challenged,”
agreed The Icehouse’s Andrew Ham-
ilton.

As to Jones’ future, a real estate
CEO suggested Jones is trying to
make a name for himself, so when NZ
First leader Winston Peters steps
down he will be seen as the next
leader — but cautions “in the mean-
time, he is damaging his reputation
with such attacks on major com-
panies”.

If so, said a legal firm boss, “Peters
has to get Jones under control.

“That sort of behaviour from a
Minister of the Crown is very hard
to explain to potential overseas in-
vestors, who see it as banana republic
behaviour.”

MOOD OF THE BOARDROOM
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“
Hugework rate, big
intellectual engine,

personable. The Government
needs another five of him.

energy chief

‘He’s doing well in
the toughest job’

Mood of the
Boardroom
Tim McCready

Does the Coalition Government
have a co-ordinated plan of action
focused on raising NZ’s economic
performance?

67%

No

7 %

Yes

26%

Unsure.

I
n the 2018 Mood of the Board-
room survey, CEOs were asked:
Does the Coalition Government
have a co-ordinated plan of ac-

tion focused on raisingNewZealand’s
economic performance?

“No” said two-thirds (67 per cent)
of survey respondents. Just 7 per cent
said “Yes”; 26 per cent were unsure.

Beca chief executive Greg Lowe
says the plan to grow the economy
is not evident, despite the rhetoric —
“Economic growth is key to funding
the Government’s social agenda and
the plan needs to be developed along
with the business community.”

Amarketingexecutive says it is too
early to judge: “There are a number
of reviews in the areas of tax, employ-
ment law, labour productivity, R&D
and technology that need to come
back to confirm the economic frame-
work and how actions are to be
coordinated, so that we can judge if
this is a plan that will work.”

On October 25, 2017 Robertson
became Minister of Finance at the
formation of the Coalition Govern-
ment, having held the shadow
finance portfolio for three years
under Labour leaders Andrew Little
and Jacinda Ardern.

In his first budget, delivered on
May 18, the Government’s finances
showed a forecast surplus for 2018-19
of $3.7 billion, up from the half-yearly
forecast of $3.1b, rising to more than
$7b by 2021. Treasury forecast
economic growth up marginally,
averaging 3 per cent a year over five
years.

Robertson said the reports showed
how well the Coalition Government
managed costs and that it had stuck
closely to the requirements in the
Budget Responsibility Rules.

These figures undoubtedly contri-
buted towards fiscal discipline top-
ping the Government’s top perform-
ance metrics, as rated by CEOs in this
year’s survey.

Robertson delivered a significant
boost to public services, including
$3.2b extra for health services over
four years, a large-scale state house
building programme, and an extra
$1.6b for education.

He said public services had been
underfunded for too long.

“Budget 2018 begins the economic
and social transformation that must
happen if NewZealanders are to have
better lives in decades to come.”

But some survey respondents are
nervous the social transformation the
Coalition Government is undertaking
could be to the economy’s detriment.

“Currently the Government is
more focused on income distribution
and increased support for those in
need, than the economic perform-
ance needed to fund this,” says a chief
executive from the media industry.

An executive from the agricultural
industry says: “I don’t think they
understand the real levers of
economic performance — and that a
strong economy will ultimately pro-
vide.”

What more should be on
Robertson’s agenda?
Of the 154 survey respondents, 110
responded to the open-ended ques-
tion “What more should be on
Finance Minister Grant Robertson’s
economic agenda?”

Of those sharing their advice, there
were five key recurring themes:

1. Maintain a focus on the Future
of Work and productivity levels

2. Increase infrastructure spending
3. Ensure economic growth re-

mains high
4. Build business confidence and

provide certainty
5. Rein in Government spending
On the Future of Work, Westpac’s

David McLean says: “In our industry
the future of work’s going to be a big
issue… The Government has done
quite a lot of work on the future of
work but I think you’re right, we need
to now get together and actually turn
that into practice.

“How it gets turned into practice
too could go one of a number of ways
but it is a real issue.”

Some who indicated Robertson
should be prudent with economic
management are concerned atwaste-
ful spending:

“Stop government wastage. Policy
has been OK but the execution has
been awful,” says Paul Glass of Devon
Funds Management.

Says Spark’s Simon Moutter: “En-
sure that the quality of government
spending is maximised for the great-
est economic/social return — recog-
nising that this means you can’t sat-
isfy everyone.”

Eight respondentswere hesitant to
add anything further to Robertson’s
agenda — suggesting he has enough
on his plate.

“Nothing!” said Simplicity’s Sam
Stubbs. “There is plenty there, pro-
vided he lives up to the promises and
areas of focus.”

“I think Robertson is one of the

standout performers in this govern-
ment. He is doing everything he
should be doing — he is not creating
the issues,” responded Mai Chen of
Chen Palmer.

“He’s doing tremendously well in
the toughest job in the Government,”
says a CEO from the energy industry.
“Huge work rate, big intellectual en-
gine, personable. The Government
needs another five of him.”

Only a handful of CEOs advised
Robertson to pay more attention to
social responsibility targets — includ-
ing one from the fashion industry:

“Grant has to put on his big boy
pants and work on our future. Focus
on getting everyone housed and fed,
and a good education.

“Pay teachers a LOT more — and
throw everything at P to get it out of
New Zealand.”

MOOD OF THE BOARDROOM

Robertson’s insurance policy
Busting the debt target
FinanceMinisterGrantRobertson’s self-imposed
budget responsibility rules havecomeunder
criticism for imposingunnecessary funding
constraintsonacountrywhich faces a large
infrastructuredeficit.

The rulesput fiscal constraints on the
Government, includingacommitment toget net core
Crowndebt to20per centofGDPby2020and
keepingcoreCrownspendingat roughly 30per cent
ofGDP— figures that havebeendeemed “arbitrary”
byeconomists.

“Wehavemade this commitment to ensure that
futuregenerationsofNewZealanders are in a
position tobeable to respondeffectively toany
shocks—natural or economic,” Robertson tolda
Westpacbusinessbreakfast earlier this year.

“Wehavebeencriticisedbypeoplewhoargue
that these rules are too tight, andon theotherhand
by thosewho, despite all evidence to thecontrary,
believeLabour-ledgovernments cannot carefully
manage theGovernment’s books.”

Respondents to theHerald’sMoodof the
Boardroomsurveyhavemixed feelingsonwhether
Robertson shoulddrophis commitment to the
BudgetResponsibility Rules:while 55per cent say
he should keep the rules inplace, 21 per cent say
he shoulddrop them, 25per cent areunsure.

Manyof those in agreementwith the rules feel
thatRobertson’s insurance against shocks is justified:
“In thenext yearor twowewill experience acyclical
downturn, therefore it is importantwekeepour
powderdry andhaveheadroomto increasedebt
to soften thedownturnwhen it comes—because
itwill,” says ablue-chip companychair.

Amarketingexecutive explainsweshould take
theopportunity to reducedebt: “Take it nowas the
worldeconomy isbynomeans certain, particularly
withprotectionismpolicies comingoutofUSA.”

Others say the restraints arehelping tobuild
credibility in theGovernment.

“It is oneof thekey factors givingLabour the
perceptionofunderstanding thebusiness sector,”
says anexecutive ingovernment relations.

ICBCNZchairmanDonBrash says the
Governmenthas acredibility problemalreadyon the
spending side: “Movingaway fromanykindof
meaningful constraint on spendingwouldbea
serious furtherblow to their credibility.”

NewZealand’s need formassive spend inkey
areas—particularly infrastructure—was themain
reasongiven to justify scrapping the rules.

“If the spendwasonbuilding infrastructure then
definitely yes—Robertson should lift the cap. The
debt shouldbeamortisedover the life of theasset,”
says the chairpersonof aprofessional services firm.

Anexecutive in the foodandbeverage industry
says: “Weneed investment inNewZealandnow.
Whilst Iwouldnot like to seeuncontrolled spending,
transport infrastructure, education andhealthneed
tobe transformed,with speed.”

Alternative funding
RobertsonhasaskedTreasury for adviceon
alternativemechanisms to fund infrastructure.

Survey respondentsweredecisive: 79per cent
feel that entities like the theNZSuperFund,ACC,
iwi andKiwiSaverFunds shouldbeencouraged to
invest directly innew infrastructure; 14 per cent said
no, 7per centwereunsure.

This questiongeneratedenthusiastic responses:
“YESYESYES!!” respondedoneexecutive.

“Especially considering thatwehave restrictions
onoverseas investment in strategic assets— these
entities shouldbedirected to invest aminimum
amount innew infrastructure,” addedanother.

Thoughmany included thecaveat that the
investment casewouldneed to stackup.

Chair of theMinterEllisonRuddWattspartnership,
LloydKavanagh, says “Provided ‘encouraged’ is not
aeuphemism for compelled. Theywill invest if the
projectmeets their hurdle rateof return for the risk

involved. Remember thatKiwiSaverFundsare the
members’ ownsavings fromtheir after-tax income,
which theywill relyon in retirement.”

Leveraging balance sheets
In light of recent revelations that theGovernment
hasborrowed$6.5 billion throughCrownentities
NZTAandHousingNZ—whichdidnot showupon
coregovernment netdebtmetrics—CEOswere
asked:DoyouapproveofHousingNewZealandand
NZTA leveraging their ownbalance sheets toacquire
funds for new infrastructure investment?64per cent
respondedyes, 21 per cent saidno, and 15per cent
wereunsure.

Those in agreement suggested thiswouldput the
accountability closer to thedecision-makers— “but
itwouldneed transparencyanda consolidated total
Crown / stateownedenterprise view,” said an
agribusinessboss.

EMA’sKimCampbell asked: “What is thepoint
of themhavingabalance sheet if theydon’t use
it?”

Butotherswerewary thiswouldobfuscate the
issue.

“Thesearenot tradingentities,” saysBeca’sGreg
Lowe. “Governmentdebt shouldbeheldby the
Government.”

CraigStobo, chair of theNewZealandLocal
GovernmentFundingAgencyadds: “While it canbe
argued that funding in their ownnamesenables
thoseagencies tooperatemore independentlyof
ongoingMinisterial approvals, the taxpayer is not
informedof theextra fundingcosts of that debt
relative toborrowingmorecheaply via theNew
ZealandDebtManagementOffice.”

HousingNewZealand’s chief executiveAndrew
McKenzie said: “Privatedebtmarket financing is
drivingbetter disciplines aroundourbusiness.We
welcomeprivatedebtmarket scrutinyofour
business to add to that of TreasuryandMinisters.”

— TimMcCready
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Backing for a Wellbeing Budget

Watch for Liam
Dann
interviewing
Grant Robertson
about Mood of
the Boardroom
on Friday’s
Economy Hub.

Liam Dann

O
neof thisGovernment’s
more radical plans— to
overhaul theway it reports
theannualBudget—

appears tohave thebackingof a large
proportionofbusiness leaders.

FinanceMinisterGrantRobertson
isworkingwithTreasuryon
publishinga “WellbeingBudget” in
2019.

Thatbroadlymeansa shift away
fromapure focuson the financial
performance to includemeasurable
targets in environmental, cultural and
social areas.

It’s a shift youmight expectwould
seemabit soft and fuzzy tohard-
nosedbusiness leaders, but in fact 44
per centof those surveyed for the
Moodof theBoardroom sayRobertson
“is on the right trackbyprioritising
hisBudget focusonnew living
standardsmeasures rather than the
more traditionalmeasures likeGDP”.

About 30per cent said theywere
not convincedby theplanand25per
centwereunsure.

The response suggests theMinister
hasanopportunity tocarrya
majorityof business leaderswithhim
on this if hecanarticulatehisvision
andexecutewell.

While theproductionof a
WellbeingBudget is newterritory, the
workbehind it is notnew.

Back in 2008 theBuddhist
kingdomofBhutanadoptedGross
NationalHappinessas acorepart of
its economicpolicy framework
attention—althoughmostof it
attracteda lot ofmediaattentionat
the time, themovewasdismissedas
anovelty.

But in2010, as it grappledwith
post-GFCausteritymeasures, theUK’s

OfficeofNational Statistics
introducedahappiness index inan
effort tobroaden itsmeasurementof
nationalwell-being.

NewZealand’sTreasuryproduced
aLivingStandardsFramework in2011
that adopts a “four capitals”model.

These includenatural capital
(environmental considerations),
humancapital (whichgoes to the
skills andknowledgeof the
population) and social capital (which
looksat factors like social cohesion
andwill likely includeculturalwell-
being).More traditional financial
measures (dubbedphysical capital)
roundout the four.

But, like theUK’s index, this
Frameworkhadbeensittingdormant
asmoreof a referencedocument for
ministers.

NowRobertsonhasexplicitly
givenTreasury thegreen light toput
theLiving StandardsFramework into

placeas the foundationof its research
andpolicyadvice.

“We’reprobably the first country
in theworld sayingall this conceptual
stuff is great but let’s take it andapply
it topolicyanddecisionmaking,”
TreasurySecretaryGabrielMakhlouf
told theHeraldearlier thisyear.

Lastmonth theGovernment
introducedamendments to the
PublicFinanceAct thatwill allow it
to set outhow itswell-being
objectives, alongwith its fiscal
objectives,will guide itsBudget
decisions.

Robertsondescribed that as an
important step towards anewstyle
ofBudget in2019.

Of course the trend towardsa
broader framework for reporting
results andmeasuring success isn’t
unfamiliar to chief executives, given
thewidespreadadoptionof
Environmental SocialGovernance

(ESG) in thepast fewyears.
Thathas seenamarkedshift in the

outlookof boardsandmanagement
teams.

AsAirNewZealandchief
executiveChristopherLuxon (a
supporter) notes inhis survey
response: “The four capitals approach
waswell landedandestablished
under [David]Cameron in theUK. It’s
a goodmove tobroadensuccess
definitions.”

Otherbusiness leaderswerealso
enthusiastic.

“I think thiswill beoneof themost
important legacies thisGovernment
leaves,” saidMaiChen, ofChen
PalmerPartners.

Somewere supportivebutwith
reservationsaboutexecution.

“Theapproach is fine, thedevilwill
be in thedetail,” saidDameAlison
Paterson.

Craig Stobo, chairmanof theLocal

GovernmentFundingAgency, said
hewas supportiveof theconceptbut
was “disappointed so farwith the
publicdebateonwhat shouldbe
measured, howcanprogressbe
measuredandwhetherour central
government institutions, agencies
and regulatory frameworks are fit for
purpose todeliver”.

Economist andNZ Initiativechief
executiveOliverHartwichexpressed
concernsabout the riskof thenew
frameworkdistractingTreasury from
itsprimary job.

“Well-being isnopanacea—and it
certainly isnot a replacement for
cost-benefit analyses,” he said.
“UnlessTreasurygets back into the
routineofproducingcost-benefit
assessments across theboard, it is
pointlessburdening itwith
measuringandmanagingwellbeing.”

Treasury’sMakhlouf admits it is a
big challenge.

“The theoryat themoment is that
Treasurywill, probablyatBudget
timeeachyear, publisha report that
setsouthowwe’redoingon the
capitals—what is the stateof the
capitals, howhave theychanged—
in the sameway that everyBudget,
theTreasurypublishesaneconomic
forecast anda fiscal forecast.”

He says itwill beanongoing
process that is open to revision.

“Thiswill be aprocesswherewe
will be iterating and learningand
improving.

“Economics is about tradeoffs,” he
says. “Economics is about the fact that
thereare finite resources tomeet
unlimitedwants andwhat’s thebest
wayofdealingwith thatproblem.
What theTreasury is suggestingnow
is thatwecanbecomeabitmore
sophisticated than in thepast at
making those tradeoffs.”

MOOD OF THE BOARDROOM
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Carbon zero target on the right track

Do you expect new
industries to be
created from this
fundamental switch?

68.4%

Yes

11.5%

No

20.1%

Unsure

Mood of the
Boardroom
Pattrick Smellie

P ut together the greatest chal-
lenge of our age, climate
change, and the desire in the
business community for cer-

tainty, and chances are that desire
will only ever be partially and
inadequately met.

However, chief executives sur-
veyed for the 2018 Mood of the
Boardroom broadly agree the Gov-
ernment is “on the right track” with
its target of net zero greenhouse gas
emissions by 2050 and are willing to
believe getting there will deliver sig-
nificant new business opportunities.

Straight-out climate change denial
wasn’t tested this year.

At least some of the 11.5 per cent
of business leaders who say New
Zealand is on the wrong track to a
zero carbon economy are criticising
the track, not the goal. Andmore than
half, 55 per cent, nominated “right
track”.

Add in those who think the Gov-
ernment is moving too slowly, a
further 10 per cent, and close to two-
thirds of those surveyed are on board
with current or accelerated action on
climate change.

However, there is caution.
Almost a third (30.7 per cent) say

the net zero by 2050 target is “too
aggressive” and concerns about the
way agricultural greenhouse gases
are included emerge consistently.

“I think it’s on the right track, but
we need to be practical also, and give
some industries time to adapt,” says
professional director Cathy Quinn.
“Let’s not kill good businesses be-
cause we have a one-size-fits-all ap-

proach.”
Some worry about uneven social

impacts. Said one agri-business
leader: “It’s generally on the right
track as a vision but the conse-
quences have not been thought
through. There will be accelerated
social pain in lower socio-economic
groups.”

One who sees opportunity is the
outgoing chief executive of the
Auckland-based Employers and
Manufacturers Association, Kim
Campbell. “The greening of the econ-
omy is the greatest business oppor-
tunity of this generation, but more
clarity is needed,” he said, though he
frets about the potential to back the
wrong technological choices and
sayswe are “years away” fromhaving
a plan for transition to a low carbon
economy.

Among the sceptics is Roger Par-
tridge, chairman of the New Zealand
Initiative business think-tank, who
points to NZIER research com-
missioned for the Ministry of Busi-
ness, Innovation and Employment
that suggests the economy will miss
out on between 10 and 22 per cent
GDP growth as it adjusts to climate
change between now and 2050.

“We need a conversation about
whether the benefits to New Zea-
landers of proceeding at that pace are
justified by the cost.”

A bob-each-way sentiment
emerges in other comments. Many
accept change is coming but fear
what itmightmean. Rarewere quotes
like this from one entrepreneur: “We
need more and faster.”

Some certainty should emerge
over the next year over the policy
regime for New Zealand’s attempt,
first, to meet its Paris accord
commitments by 2030 then shoot for

net zero carbon emissions by 2050.
By this time next year:
● A Net Zero Carbon Act should

be in law, and with it the establish-
ment of a permanent, independent
Climate Commission to advise on and
measure policy and progress;

● The Green Investment Fund —
a $100 million seed fund — will be up
and running. Its launch is just amatter
of weeks away now;

● The latest review of the
Emissions Trading Scheme (ETS) will
have been completed and the current
$25 per tonne price cap on New

Zealand Units will almost certainly
have been raised or removed
altogether, along with decisions on
auctioning NZUs;

● Rules on international carbon
markets and the treatment of forestry
for carbon capture should be locked
down following the annual global
climate change summit, in Poland, in
December.

Also far clearer will be whether
and how the Government’s “billion
trees” programme can be achieved in

the next decade. There’s a good
chance some of the recommenda-
tions from the Productivity Com-
mission’s massive report on achiev-
ing a low carbon economy might
have been actioned, among them the
introduction of so-called “freebates”
to push the uptakeof electric vehicles
while penalising gas-guzzlers, along
with a long overdue upgrade to fossil-
fuelled vehicle emissions standards.

For heavy transport, bio-fuels may
start emerging as an alternative to
diesel and there are stirrings of inter-
est in hydrogen as a truck fleet fuel.

Departing KiwiRail chief executive
Peter Reidy expects hydrogen-
enabled infrastructure to emerge as
a new industry in its own right,
although one energy industry chief
executive is sceptical about new in-
dustries fully replacing those dis-
placed by climate change action.

“It will see industries leave New
Zealand,” he said.

Much will depend on price signals
from the carbon market. At $25 a
tonne, there is little spur to action. To
achieve net zero emissions by 2050,
it will need to be between $200 and
$250 a tonne, the Productivity Com-
mission estimated.

“Putting a price on carbon means
the market will respond,” said
Thomas Song at Oregon Group, a low-
profile Malaysian-owned investor in
a range of New Zealand businesses,
including forestry group Ernslaw
One, its subsidiary Winstone Pulp,
and 40.2 per cent of New Zealand
King Salmon.

“The emitters will minimise
emissions. For example, farmers will
plant trees on a slope while farming
on flatter country.”

Other research suggests the extent
of the shift in agricultural practice

between now and 2050 is compar-
able to the shifts in land use seen
since the early 1980s, except this time
the Government is attempting a
managed transition rather than
Rogernomics-style shock treatment.

However, that will require the in-
clusion of agricultural greenhouse
gases in the ETS, which in turn will
require decisions on whether and
how to include methane — a short-
lived GHG that accounts for around
35 per cent of all emissions — in the
scheme.

The Parliamentary Commissioner
for the Environment and the Pro-
ductivity Commission both want
methane included, but say that it
should be treated differently from
long-lived GHGs like carbon dioxide
and nitrous oxide.

Opinion among business leaders is
divided. Some 41.9 per cent of CEOs
say all gases should be in the ETS,
while 23.4 per cent are opposed and
another 34.7 per cent are unsure.

Mercury chief executive Fraser
Whineray, a fan of action, also
questions Climate Change Minister
James Shaw’s aspiration for New Zea-
land to become a net zero emissions
food producer.

“Where does this come from?
Which global customer is asking for
this? It feels like theorganic food thing
— it got a lot of hype but is very much
a niche.”

Mark Franklin, CEO of Stevenson
Group, says the country needs to do
better where it can, but action needs
to be credible.

“Climate change is a global issue,
not local, and ifwecando thingsmore
efficiently here, then we should. This
Government and many of our largest
companies are not engaging properly
and basically green-washing.”

Business should show leadership

Stop greenwashing. Report
accurately, andmake good

long-term commercial
decisions when they come up.

Energy chief

“

Volker Kuntzch Helen Robinson

Fran O’Sullivan

“Businesses need to provide leader-
ship — on climate change — so that
we set an example for the communi-
ties we serve,” says Wellington Elec-
tricity’s Greg Skelton.

Skelton was among the two-thirds
of this year’s 154 survey respondents
who weighed in with comments on
an open-ended question: “What is the
role of business in a ‘just transition’
to a low carbon economy?”

Members of the business-led Clim-
ate Leaders Coalition, who “take clim-
ate change seriously in their busi-
nesses”, were suitably to the fore.

Businesses should “show leader-
ship by addressing their own
emissions and working together in
the Climate Leaders Coalition to de-
velop a movement for change,” said
Spark’s Simon Moutter.

“Investing in R&D that creates
options for new forms of employ-
ment and wealth creation for New
Zealanders,” responded Z Energy’s
Mike Bennetts (also Coalition
convenor).

“Developing employees to better
manage the change for themselves
and their organisations.”

Waste Management’s Tom Nickels
pointed out that 60 of the largest
companies, representing 50 per cent
of GDP, have already taken action
ahead of Government by making the
coalition’s Climate Change Commit-
ment to reduce greenhouse gas
emissions.

The rallying call for business to
play a part in the “just transition to
a low carbon economy”wasmade by
Prime Minister Jacinda Ardern in
May. A dedicated Just Transitions
Unit with the Ministry of Business,
Innovation and Development has

been set-up to focus on working with
partners to develop plans and man-
age the transition.

Among the 97 respondents to the
Herald’s question there were
warnings that business must be ro-
bust and scepticism that some busi-
ness grand-standing on climate
change amounted to greenwashing.

An energy chief, whose company
sits outside of the coalition’s 70-plus
membership, was explicit.

“Stop greenwashing. Report accur-
ately, and make good long-term com-
mercial decisions when they come
up.”

A company chair echoed busi-

nesses would assist the transition by
“addressing the real issues within
their area of responsibility and not
just greenwashing.”

The transition also has to be
measurable.

Sanford’s Volker Kuntzch ident-
ified businesses role was “setting am-
bitious targets for itself, identifying
shortcomings, seeking support and
engaging with peers.”

Others warned to take it very
seriously and do whatever was pos-
sible to accurately calculate own foot-
print and reduce it as fast as possible
and ahead of the Paris requirements.

“Measure carbon emissions and

set and achieve a targeted reduction
in emissions,” said Port of Tauranga’s
Mark Cairns.

There were also cautious notes.
An Auckland lawyer and profes-

sional director said businesses need
to take the steps they can to adapt
to reduce emissions without being
forced to become unviable.

An insurance CEO countered,
“think long term and be courageous
— it might mean returns to share-
holder have to adapt!”

This latter view was reinforced by
those advocating a reset of reporting
expectations and removing focus on
short term profitability reporting.

The investment community had a
big role to drive capital towards long
term, sustainable investments.

Others called for an informed de-
bate with fact-based insights on the
consequences of proposed initiatives,
and skills pathway development for
those industries thatwill be impacted,
eg oil and gas, through investment in
communities to source new indus-
tries for job growth.

The “big end of town” are not the
only CEOs with views on this issue.

“All business must take responsi-
bility for our future world,” said Or-
ganic Initiative’s Helen Robinson.
“This includes lowor reduced carbon,
water quality and quantity usage, and
the removal of fossil fuels and toxic
chemicals. There should be a ‘carrot’
not a ‘stick’ approach by the Govern-
ment to encourage such behaviour.”

PR, good intentions, or real action?
As little as 10years ago, itwas
commonplace for large corporates
looking forbrowniepoints to claim
environmental stewardship
credentials.

Thesedays, being seen tobegreen
isn’t somucha leg-up for abrandas
a sourceof risk if the commitment isn’t
there.

Take, for example, the60-strong
ClimateLeadersCoalition, established
earlier this yearbyacohort of industry
heavyweights ledbypetrol retailer Z
Energy’sMikeBennetts and including
Fonterra, Toyota, andAirNewZealand
—allmajor contributors in their own
ways togreenhousegasemissions.

Thegroup’s credibility dependson
itsmembersboth committing to,
measuringand reportingona set of
three core commitments, consistent
with the2015Paris global climate
changeactionagreement.

Theymust:
● Measureandpublicly report their
carbon footprint;

● Set anemissions reduction target
consistentwith keepingwithin a2
degreesCelsius increase inglobal
temperatures; and
● Workwith suppliers to reduce
emissions.

Theywill alsobe sharingbest
practice case studieson thecoalition’s
portal. Bennetts says there’s aqueue
ofwould-bemembers, but not all can
make thenecessary commitments.

“They say ‘I reallywant to joinbut
I haven’t set a target yet’.Well, if you
haven’t set a target that’s in linewith
theParis agreement, good for you, but
you’renotpart of the coalition.”

Fromthere, it’s up toeachcompany
to report in its ownwayandpublish
its results to thecoalitionwebsite.
Since the coalitionhasnostaff, it’s
basically up todatanerds toworkout
who’s keeping theirword.

Asmembershipgrows, it’s likely
non-memberswill start beingasked
why their namesaren’t there.

For example, theBNZandWestpac

aremembers, but not so farANZ.
Electricity companiesMeridianand
Contact areon the list, but notGenesis
orMercury. Z’smain rival, BP, isn’t a
member.

Thecoalition is also about to start
urging itsmembers toput theirmoney
where theirmouthsarebybacking
commercially viable innovations that
canhelp combat climate change.

“Theconcept iswe think thebest
contributionwecanmakeas
companies to the innovative ideas in
this space is tobeacustomerof those
ideas,” saysBennetts,whoexpects
announcementsonanew innovation
initiativewithin a coupleofmonths.

“Oftencompanieshaveagreat idea
but theycan’t get capital becauseno
one is buying their product,” he says.
“Sowhatwe’re looking todo is create
anenvironmentwithinwhich these
great ideas, that are already there, can
secure capital andacustomer
commitment.”

— Pattrick Smellie
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The paradox of confidence

The Mad
Maestro ofMad
Money, Jim
Cramer.

Mood of the
Boardroom
Thomas Pippos

“ Business confidence is suitably
vague and unsuited to

straightforward cause and
effect considerations.

T he saying “bulls make
money, bears make money,
pigs get slaughtered” is most
associated these days with

the Mad Maestro of Mad Money, Jim
Cramer. However, it is actually an old
Wall Street saying that counsels
against excessive greed, impatience
and generally not approaching mat-
ters thoughtfully.

The same can be applied to busi-
ness confidence and the tendency to
either lay blame with, or give credit
to, any government of the day.

Business confidence is essentially
an emotional response to uncer-
tainty. Like the seemingly contradic-
tory responses to some of the tax
questions in this year’s survey — for
example, 58 per cent of respondents
support the R&D tax credit regime,
but less than half, 43 per cent, don’t
plan to make use of it and 51 per cent
don’t believe the regime will change
behaviour in their organisations —
confidence is often paradoxical in
nature. And, though not irrelevant,
the role of government in business
confidence can easily be overstated.

In the present case, business con-
fidence will be a function of any
numberofmatters, someofwhichare
totally divorced from the current
Government. Clear examples from
this year’s survey include global geo-
political issues, including tradewhere
China and the US take centre stage.

Others include technology related
concerns such as cyber security and
the worry of increased breaches and
attacks. Also related are high asset
values, impacted in no small way by
generationally low interest rates fol-
lowing the GFC and the decisions of
central bankers to stimulate econom-
ies. Sovereign debt (and in places
household debt) is also high following
the GFC. And of course, we have seen
unprecedented levels of political
change globally, largely driven by
voter dissatisfaction when leaders
are not able to bring out their “magic
wand” and fix all manner of issues
overnight.

Our local confidence lens is also
no doubt impacted by the uncer-

tainty of how the new coalition Gov-
ernment will react when presented
with various fact patterns. Adding to
this uncertainty are the anticipated
outputs from the various working
groups commissioned by the new
Government on fair pay, the future
of work and tax. The latter released
their interim report a fortnight ago.

In terms of the Tax Working
Group’s (TWG) interim report, un-
likely to help confidence is the fact
that 71 per centof survey respondents
want a phased reduction of the head-
line corporate tax rate, while the
interim report has recommended not
to drop the rate from the current 28
per cent.

The amalgam of this context, tied
into the saying “swings and
roundabouts” or the phrase “business
cycles”, suggests the “smart money”
believes the future necessitates a
higher degree of caution and thought-
fulness to commercial andother risks.
To avoid being viewed as a “pig”, in
that Wall Street quote.

Business confidence is therefore a
function of all of this context. A
context considerably wider, with re-
spect, to what the Government can
fully influence, albeit that the senior
echelons of the Government have

sought to project themselves as pru-
dent stewards.

What’s also often lost sight of is that
the role of government, while import-
ant, overstates their influence in set-
ting the regulatory environment or
central economic settings. In many
respects they are the “backstop” as
thevastmajority of policy settings are
determined and finessed by officials
outside the government of the day,
and who survive changes in govern-
ments. This is particularly the case
now given how vast and specialised
policy has become; with officials gen-
erally driving the agenda.

A case in point is the recently
released TWG Interim Report. While
nothing is necessarily wrong with the
report, it is underwhelming in terms
of positive recommendations for

change. At one level this is
unsurprising, as it’s the third such
working group since the turn of the
century canvassing broadly similar
issues. Issues that don’t get easier
over time from a policy perspective.

In fact, given the makeup of the
current Coalition Government, it’s ar-
guable that change, from a political
perspective, will be even more diffi-
cult. And, at least for now, the TWG
InterimReportkicks a capital gains tax
(CGT) into the long grass and the
policy and political suspense around
this particular subject continues for
another day.

Though not addressed in detail in
this year’s survey, a CGT has featured
in the past. Readers may recall that
in 2016, 72 per cent of respondents
believed that politicians had no appe-

tite to engage on a CGT and 49 per
cent believed that not introducing
one was a lost opportunity in terms
of raising revenue and levelling the
playing field.

From 2011 to 2017, the broad senti-
ment had been in favour of a CGT,
including that notmoving ononewas
a lost opportunity. This was most
pronounced in 2011 when the spread
in views was 25 per cent more in
favour of a CGT (63 per cent vs 38
per cent).

More recently, until this year, that
spread had closed to around 10 per
cent with those in favour between
45-50 per cent.

The current sentiment among sur-
vey respondents has interestingly
changed.

In 2018, the spread between “for”
and “against” has crossed and grown,
with 51 per cent of survey
respondents now against a CGT and
only 37 per cent for one; the lowest
positive response since 2011.

It’s difficult to explain this change,
as it could be down to any number
of factors. Some could relate to trust
and the Government of the day, or
simply wanting to be contrary. Or it
could be a cyclical response, related
to where respondents see current
asset values (as already high and
unlikely to move much higher). Re-
gardless, neither the TWG Interim
Report, nor the survey responses,
create much momentum for change
in this area.

Another tricky position that the
coalition Government will need to
navigate that is hardly additive to
business confidence.

In many respects, therefore, busi-
ness confidence is as vague as the tax
phrase that looks to define the rele-
vant asset in an R&M context as a
“physical thing that satisfies a particu-
lar notion”. Initially insightful until the
vagaries of what the meaning of “a
particular notion” is reflected on.

Business confidence is also suit-
ably vague and unsuited to straight
forward cause and effect considera-
tions.

Seeking to lay blame at the current
Government’s door, or in fact any
government’s door, is simplistic and
generally unwarranted, but neverthe-
less the topic of the day.
● ThomasPippos is the chief
executiveofDeloitteNewZealand.

Muted response to R&D tax incentive

“ R&D should be done to
improve the firm’s profitability
and productivity, not to chase

an ephemeral tax subsidy.
Michael Snowden, OneNet

Preferences for
supporting R&D

58%

R&D tax incentive

6 %

existing grants regime

30%

reducing the corporate tax rate
applying to all businesses.

Graham Skellern

Businesses won’t be rushing in and
claiming the new Research and De-
velopment (R&D) tax credit to be
introduced in April next year, accord-
ing to the Mood of the Boardroom
survey.

Respondents were asked: “Do you
expect your business will make a
R&D tax credit claim when the
proposed new regime comes into
force?”

Just 31 per cent said they would.
Forty-three per cent of themsaid they
wouldn’t make a claim and 26 per
cent were unsure.

Just over 50 per cent of the
respondents said the tax creditwould
not incentivise their business to di-
rect greater resource than currently
into R&D, while 26 per cent indicated
they would increase R&D and 23 per
cent were unsure.

Those supporting the introduction

of tax credits include Beca’s Greg
Lowe who believes greater support
for R&D will lead to an increase in
New Zealand-owned and created in-
tellectual property.

“We develop new technology and
service offerings and R&D support
will increase this investment.”

But warns Andrew Hamilton of
incubator The Icehouse, “beyond the
tax credit regime, this will not change
the fact that we don’t have enough
firms who want to do R&D, including
our big firms”.

There was a good deal of scepti-
cism about the move with typical
comments including, “what past ex-
perience shows is that all an R&D
incentive will do is encourage busi-
nesses to classify BAU as R&D to
claim the tax credit”, “seems open to
manipulation”, and, “these are gamed
under all regimes”.

A banker noted: “Good ideas get
funded anyway.”

But entrepreneurially focused
respondents were favourable.

Suse Reynolds of the Angel In-
vestors Association says many of the
businesses angel investors support
will use the tax incentive if it is “clear,
cost effective and easy to claim”.

The Government’s R&D tax incen-
tive is designed to help more busi-
nesses undertake a greater amount
of research and development and is
a shift from relying purely on
Callaghan Innovation grants.

A minimum $100,000 spend is
required to qualify and the proposed
12.5 per cent tax credit rate places
New Zealand mid-pack among OECD
countries.

Ministry of Business, Innovation
and Employment, Inland Revenue
and Callaghan are producing final
recommendations for the scheme,
and legislation is due tobe introduced
this month so the R&D tax incentive
can be in place by April 1, 2019.

Minister of Research Science and
Development MeganWoods says the
Government has an ambitious target
of lifting New Zealand’s lagging
economy-wide spend on R&D from
1.3 per cent to 2 per cent of GDP over
the next 10 years.

“The R&D tax incentive will be a
key lever in reaching this goal. Eligible
businesses paying tax will be able to
benefit from this policy fromday one.

“Lifting the amount Kiwi busi-

nesses are spending on R&Dwill help
diversify our economy by encourag-
ing new industries and businesses to
innovate. The R&D tax incentive will
be one form of support among many
for Kiwi firms to move further up the
value chain and deliver higher
wages.”

CEOs were asked to state their
preference for measures New Zea-
land should take toencourage greater
R&D and innovation. Fifty-eight per
cent of survey respondents were in
favour of the R&D tax incentive, 6 per
cent for the existing grants regime,
and 30 per cent for reducing the
corporate tax rate applying to all
businesses.

Michael Snowden of OneNet says
R&D should be done because it

improves the firm’s profitability and
productivity, not to chase an ephem-
eral tax subsidy. The technical diffi-
culties of obtaining credits from the
IRD may make the effort not worth-
while for smaller firms.

“The definition of R&D is loose, and
as soon as there is a financial incen-
tive the accounting treatment of nor-
mal operating costs may be reclassi-
fied as R&D.

“The grants system is too much of
a lottery. A lower tax rate would
benefit every business,” he says.

Anna Stove of GlaxoSmithKline
says the tax credit will make no
difference to her company. In
countries like Australia and the UK,
pharmaceutical R&D investment is
enormous. “Because Pharmac doesn’t
fund innovative medicines, multi-
national companies won’t do their
R&D in New Zealand. There is no
return on investment.”

The EMA’s KimCampbell cautions,
“weneed tobecompetitivewithother
jurisdictions, and whatever we do it
must cause amajor change in behavi-
ourbecausewhat is currently inplace
is not working.

“The rates proposed at 12.5 per cent
are far too low to be competitive with
Callaghan grants and the suggested
criteria of original science will limit
participants among SMEs and using
IRD with all that ambiguity together
makes for a poor plan,” he says.
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PM on the global stage

“
She comes across as
young and energetic,
and it reflects well on
the progressive image

NZwants to project.

CEOs agree Jacinda Ardern’s charisma has won over world leaders, and is a good thing for Brand NZ

Clockwise from
top: friendly
relations with
Germany’s
Angela Merkel;
appearing on
The Late Show;
partner Clark
Gayford and
baby Neve at
the Nelson
Mandela Peace
Summit in New
York; at the
United Nations;
formal for
Chogm at
Buckingham
Palace.
Photos Claire Trevett,

AFP, AP, Getty Images

Fran O’Sullivan

J acinda Ardern’s charismatic
performance on the interna-
tional stage has won strong
endorsement from chief ex-

ecutives.
Seventy-six per cent of

respondents to the 2018 Mood of the
Boardroom survey agreed she
portrayed New Zealand appropri-
ately offshore.

“Great for BrandNZ”, “Very assured
and comfortable”, “Extraordinary cut
through”, “A lot of positive press in-
ternationally”, and, “Stellar profile, en-
ergetic and charismatic” were just
some of the positive CEO comments
on theworld’s youngest female prime
minister.

Ardern — just back from New York
where she made her debut speech to
a United Nations’ thinly populated
General Assembly chamber —walked
into a firestormover a decision to hire
a crew from advertising agency
Augusto to film her New York trip.

But her trip was a mixture of the
serious and the sublime.

Her addresses to the Nelson
Mandela Peace Summit and another
to Bloomberg’s Global Business Fo-
rum where leaders extolled a roster
ofmultilateral pacts: the Trans-Pacific
Partnership (now CPTPP), the Paris
Agreement on climate change and
the Iran nuclear deal — were well-
received. Ardern assured the busi-
ness summit that countries were
moving forward with the CPTPP des-
pite President Donald Trump’s de-
cision to withdraw the US from the
pact. “It is happening, and it is work-
ing,” she said.

But there was also scepticism.
Some 14 per cent of CEO respondents

felt she set unrealistic expectations
while offshore. “She comes across as
young and energetic, and it reflects
well on the progressive image that NZ
wants to project,” said a legal boss.
“But she also comes across as a weak
leader without any real strategy for
the country’s economic long term
development.”

From an agritech chief: “Very like-
able and looks good compared to
many leaders. But what are we
comparing against? Trump, Morrison
and a whole bunch of crazies.”

“Very assured and comfortable,”
said a lobbying firm boss. “Her weak-
ness is the need to make poor policy
calls, such as the oil and gas one, in
an attempt to look better overseas.”

Since becoming Prime Minister
one year ago, Ardern has been to the
Vietnam Apec Leaders Summit
where she and Trade Minister David
Parker were successful in selling a
political fix that enabled the Coalition
Government to overcome its scruples
and sign up to the renamed TPP.

She has crossed swords with for-
mer Australian Prime Minister
Malcolm Turnbull over Manus Island
“refugees”; pressed for a European
FTA in meetings with Germany’s
Angela Merkel and France’s
Emmanuel Macron in Europe earlier
this year; dined at a Chogm reception
hosted by the Queen in London and
travelled to Nauru to meet Pacific
Island leaders at their annual forum.

“She has at least obtained profile
— she now has to confirm and build
on this,” said a banker.

Mainfreight’s Don Braid said she
has not pushed or worked the trade
portfolio well enough.

“Just as John Key was accused of
not making the most of political capi-

tal, I hope Jacinda is making themost
of her international capital through
trade deals,” echoed an energy chief.

“Some of the engagement with
Australia has been a little off-piste,
particularly around refugees. In these
times, we need all the core friend-
ships we can get internationally.”

Others questioned how much of
the publicity was related to her baby
Neve.

Thephenomenonof being a leader
— and a new mother — led to an
invitation to appear on Stephen Col-
bert’s The Late Show.

But though Ardern is not seen as
having Key’s gravitas or Helen Clark’s
command of international affairs, she
is resting her laurels on being one of
a newer generation of leaders like
Canada’s Justin Trudeau, Spain’s
Pedro Sanchez and Irish Taoiseach
Leo Varadkar.

MOOD OF THE BOARDROOM
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Beware of the
dancing
elephants

“
Protectionism and the

US/China tradewar are the
most pre-occupying global

issues at present — they impact
directly onmarket stability and

commodity prices.
Stephen Jacobi, NZIBF

Fran O’Sullivan

Xi Jinping

W hen elephants “dance” it
is the grass that suffers.
The African proverb
means that it is theweak

that get hurt in conflicts between the
powerful.

The US-China trade war is one
such fight that — while New Zealand
may be a nimble free-trader — will
have an impact on global business.

A suiteof issues sparkedbyDonald
Trump’s quest to put
“AmericaFirst” andpush
Chinaback into “its
place” is also sapping
business
confidencehere.

“Theworld
rather than theNZ
Government
shouldbe
everyone’s
concern,” saysa
leadingbanker.

“Thedollar and
looming tradewars
between the
superpowers
and political
uncertainty in Britain and Australia
are all watch points.

“New Zealand is a trading nation
and anything that impacts global
trade is likely to be adverse for NZ.”

Agribusiness exporters are also
nervous that it is actions by the
United States — which used to take
a lead in global trade — that are
causing trade dislocation and poten-
tially dampening global economic
growth.

It goes further.
Says former Reserve Bank Gover-

nor Don Brash, “The combination of
highly damaging US trade policies,
potentially severe problems in

Europe (think Brexit and the Italian
political situation), considerable
stress in developing economies such
as Turkey, Argentina, and South
Africa, and high levels of debt (par-
ticularly public sector debt) in many
countries is a dangerous situation.”

In mid-September, Donald Trump,
emboldened by America’s economic
strength and China’s economic
slowdown, upped the stakes in his
trade war with Chinese President Xi
Jinping.

Not only were tariffs on
US$200 billion of goods

foreshadowed but
Trump indicated he
was prepared to tax
all imports.

New Zealand
cannot ignore the
United States’
brinksmanship —
NZ already faces
US tariffs on steel
and aluminium

exports. “While there
are positive opportun-

ities for all busi-
nesses I am
involved in — one

can’t help be tempered in looking
ahead by external risks as if they
eventuate it will have a negative
impact on a range of businesses in
New Zealand and elsewhere,” said a
company director.

“There are risks to the economy
globally — Brexit, Donald Trump’s
approach on various issues including
protectionism and his trade war with
China.

“Locally the ongoing loss of busi-
ness confidence and concerns about
whether we are heading into tougher
times does make business more
cautious about investment. NZ busi-
nesses’ response to these influences

is entirely logical and responsible.”
“Protectionism and the US/China

tradewar are themost pre-occupying
global issues at present — they impact
directly on market stability and com-
modity prices,” said the NZ Interna-
tional Business Forum’s Stephen
Jacobi.

From the global trade frontlines:
● “The USA in particular is a very

strange place to be operating at the
moment. It feels like we are in the
middle of an All Black / South Africa
scrum.

“Hugepressureonboth sides of the
economic equation (growth or de-
cline), hoping there is a clear winner,
not a collapse” — tourism boss.

● “With the geopolitical situation
being as volatile and unpredictable as
it is today, we need to be on top of
what opportunities and threats are
created from the environment” —
shipping boss.

Many report the impact on local
businesses will be to force a more
conservative approach.

Some are optimistic NZ’s continu-
ing economic growth will slowly shift
to exports following emerging late
cycle constraints in the booming con-
struction sector.

They are pinning their hopes on
NZ’s pivot to Asian consumers as a
bulwark for our export volumes and
prices — particularly as Xi continues
to advocate against protectionism.

“Given the importance of NZ’s
exports to our economy, this is some-
thing that needs to be watched
closely over the next 12-18 months.
Shipping lines are still delivering poor
financial results and will continue to
see major cost increases (particularly
post 2020) and these costswill impact
NZ exporters and importers,” warned
a shipping boss.

When it comes to the importance
of trade, New Zealanders could also
be in for a lesson.

“I think New Zealanders will re-
ceive a timely reminder about global
trade and the importance of exports,
rather than single-use plastic bags,
when a tariff issue punches us in the
face,” said an energy boss. “They
might even appreciate Fonterra’s role
in all of this also.

“Most of the New Zealand econ-
omy doesn’t deal with the tough
competitive dynamics of global busi-
ness, and so it’s good for everyone
to think a little more than outside
their suburb from time to time.”

MOOD OF THE BOARDROOM

Australia’s political instability unhelpful

Scott Morrison

Deloitte CEO Thomas Pippos says the
Australian political situation is not
conducive to building sustainable
transtasman relationships.

“New Zealand can easily be used
as a political pawn in a wider game
— not to our benefit.”

When Scott Morrison becameAus-
tralia’s 30th Prime Minister — that
country’s fifth prime minister in just
five years— survey respondentswere
only moderately concerned.

A transport firm head suggested
“Australia is caught up in its own
domestic politics, which is becoming
morepolarised like theUnited States.”

Morrison had a stint in Wellington
in the 90s as the inaugural director
of the New Zealand Office of Tourism
and Sport.

“He’s been involved proactively in
promotingNewZealand to theworld,”

said Jacinda Ardern then. “I look
forward to building a really strong
relationship with him.”

Ardern sidestepped a question on
whether Morrison’s election could
result in better outcomes for New
Zealanders in Australia.

Some chief executives and direc-
tors agree that Morrison’s experience
working here could provide an ad-
vantageover theprevious leadership.

“Scott Morrison knows New Zea-
land better than his immediate
predecessors, not least because he
worked in Wellington for a couple of
years.

“We should expect an improving
transtasman relationship with him,”
says the NZ Initiative’s Oliver
Hartwich.

“The question is, how long will he
stay in his position?”

Most respondents were
less optimistic. Just 4 per
cent thought the re-
lationship between the
two countries would
improve, 49 per cent
thought it wouldn’t,
and 47 per cent were
uncertain.

“Who would know,
what a disaster for
Australian politics and
reputation,” said
Mainfreight CEO Don
Braid.

A professional
services firm chair
forecasts that some
policies that have caused tension
between New Zealand and Australia
— including the rejection of the re-
fugee resettlement offer, deportation

of New Zealanders,
and restrictions on
welfare support
for Kiwis —were
not driven by
former Prime
Minister
Malcolm
Turnbull, and
if anything,
Morrison will
take a tougher

line.
“New Zealand is

deluding itself that be-
cause Morri-
son worked
here for a

couple of years he has any
willingness to soften the policy
stances which are very popular in
Australia. After all Abbott’s wife was

born in Lower Hutt, and that did not
affect his position.”

Ardern has often spotlighted NZ’s
offer to take 150 refugees each year
from Australian detention centres —
but a banking boss thinks it is time
we backed off the issue:

“While it cannot be condoned, Aus-
tralia’s policy has stopped the boats
from arriving, and therefore the
deaths.

“Australia has the right to confirm
who it wants to welcome to its bor-
ders.”

The boss of an energy firm feels
the leadership change could
ultimately be detrimental to New
Zealand:

“The political volatility could be
very damaging for Kiwi’s living in
Australia. It’s anything goes over
there right now.” — Tim McCready

Disappointment
with the Donald

Donald Trump

Chief executive angst and disappoint-
ment with the US president features
strongly in the 2018 Herald survey.

Fifty-five per cent of survey
respondents felt the president’s poli-
cies were worse than they had
expected; 36 per cent what they
expected.

Some 22 per cent of
respondents said
Trump’s policies were
now impacting on
their businesses.

Many CEOs
were not particu-
larly impressed
with the tweeting
US President:
“He’s a fool”, “He’s
unhinged”, “He’s a
train wreck”, “Again
a low bar; A populist
narcissistic ego driven
bully that denigrates
America”, were
just some of the
on-the-nose
comments.

“Ungovernable, unpredictable and
ego-driven — couldn’t be a worse
combination,” said company director
Dame Alison Paterson.

Others saw through the bombast.
“Despite the rhetoric, if you look

at the pressure applied to Germany
with a gas pipeline deal with Russia,
Trump actually represented the US
well,” said Skellerup’s David Mair.

Said a company chair: “He has
done exactly what he said he would
do.”

“He’s doing much of what he
campaigned for,” chimed an energy
chief.

While the Trump Administration’s
“sugar boost” tax cuts are fuelling
strong US economic growth, there
was a perception they are not
sustainable and will sooner or later
result in grief. “I had a very low
expectations prior to his inaugura-
tion,” said ICBC NZ’s Don Brash, a
formerGovernor of theReserveBank.

“He has turned out to be even
worse than expected. Yes, cutting the
ridiculously high corporate tax rate
and reducing excessive regulation

have both been good moves, but his
understanding of international trade
(and what trade deficits mean) and
the relationship between fiscal and
monetary policy is non-existent, and
that ignorance is a serious threat to
the global economy.

“Thank goodness for the “resist-
ance!”

“The erratic US presi-
dent is currently the
greatest risk to global
economic and poli-
tical stability,” said
a marketer. “Six
months ago we
were contemplat-
ing nuclear war
on the Korean
Peninsula. The
closer the Mueller

investigation gets to
the President and his

family, the increasingly
extreme and
dangerous
foreign affairs

behaviour can be expected as a dis-
traction for the media from domestic
politics.”

Impact on NZ business
A number of businesses are benefit-
ing from the Trump policies.

“It is beyond our understanding
how the economic improvements
have been made,” said Mainfreight’s
Don Braid. “Maybe it’s short-term and
it’s the tax cuts that are helping. But
they have and that is benefiting our
business with the USA.”

Pan Pac Forest Products Doug
Ducker said his company exports
timber products to the US and in-
directly through China. “US domestic
expansion has seen increased de-
mand, however the tariff issues have
caused Chinese customers/exporters
to curtail or relocate their businesses.”

Others pointed to market insta-
bility resulting in NZ facing greater
competition from US products in
third markets (NZIBF’s Stephen
Jacobi); lower taxes on their business
in the US — a positive (legal boss) and
the effects on bond yields and capital
market.
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What will work in the future?
Andrew Grant The greatest evil associated

with the Future ofWork is
retraining employees for
jobs that don’t exist, or for

which they have no
realistic chance of getting.

“M easured by pace and
scale, the current trans-
formation of the work-
place is 3000 timesmore

intense than the original industrial
revolution; it’s hard to argue that the
Future of Work is not the issue New
Zealand business currently needs to
respond to.

However, there is a Kiwi colloqui-
alism that sums up my concerns
about how we will mount our re-
sponse: “We saw it early, but were a
buck short and a day late.”

New Zealand politicians and busi-
ness leaders are engaging on the
Future of Work topic far more
proactively than other advanced
nations.

The Labour Party’s 2015 manifesto
on the Future of Work was ahead of
its time, and I am consistently im-
pressed by how abreast of the issues
NZ business, union and civil society
leaders are. When it comes to the
Future ofWork, as a country we have
indeed seen it early. However, how
do we make sure we follow through?

● First, we must be relentless in
capturing the massive productivity
improvement potential of the Future
of Work. New Zealand’s productivity
growth in recent years has been
woeful, but the good news is the
Future ofWork offers our best oppor-
tunity to restart productivity growth.

In the New Zealand context there
are a couple of issues we need to
focus on — one, we are a nation of
small and medium-sized business. In
the past SMEs have been handi-
capped by big technology-driven pro-
ductivity improvementopportunities
that were only available to the “big

end” of town — ERP IT systems are
a case in point. However, the beauty
of the Future of Work is that the
technologies can be applied at small
scale. Cloud-basedanalytics solutions
work aswell for a 10-person company
as for a 10,000 person company. We
will not shift the needle on pro-
ductivity improvement unless we
drive the Future of Work deep into
the heartland of Kiwi SMEs.

● Two, the Future of Work will
eliminate tasks, notnecessarilywhole
jobs, and recent McKinsey analysis
shows that key to capturing the pro-
ductivity benefit is effectively
redeploying the resulting freed-up
time. This is most powerfully done
with newways of working. Agile, “no-
collar” jobs, internal sharing economy

models all offer pointers
to the future. This is not
about “casualisation of
the workforce” but how
to create a more pro-
ductive, flexible and en-
gaged workforce,
enabled by new tools.
There is an emerging
class of frustrated CEOs
globally who “half-did”
the Future ofWork; they
invested sufficiently to

eliminate the tasks but did not push
hard enough to build the new work-
ing environment to redeploy. They
successfully “added cost”, but did not
reap the productivity benefit. Our
propensity to be a “buck short and
a day late” could put us squarely in
this camp.

Ultimately, the Future ofWork will
create more new tasks and jobs than
it destroys. However, managing the
transition will be demanding and as
such I see the second opportunity is
to build a “reskilling engine” par ex-
cellence.

What should this look like in New
Zealand? At the bold end of the
spectrum we probably need to take
15-20 per cent of what we spend on
tertiary education today and re-

deploy it toward high-end vocational
training.We should take lessons from
the Swiss and start quality vocational
education even earlier in life.

In 1999 Onehunga High School (of
which I am a proud ex-pupil), pion-
eered a Business High School and a
Construction High School, merging
traditional and vocational education
with great success. The recently
announced rebuild of the school
takes this innovation further;
students will play a meaningful role
in actually delivering the rebuild of
the school.

On the job, the concept of micro
credentialing and “badging” — where
you upskill and retrain your people
building step-by-step while still in the
role — is starting to take hold in New
Zealand. AT&T famously retrained
150,000 analogue engineers into the
digital age using this pedagogy.
Randall Stephenson, CEO of AT&T,
described the move as “changing out
the engines on a wide-bodied jet
while still in the air”. The current
imperative is a wider collective com-
mitment from NZ business to back
our people to transition in this way.

● Third, to support the above we
will need to innovate as a nation by
creating a new institution that is fit-

for-purpose in responding to these
challenges.We have done this before;
in the late 19th century when unem-
ployment first entered the national
consciousness, the Minister of
Labour, Edward Tregear, put in place
the world’s first “job centre”. He
created a national matching system
of jobs to people and a “mobility
stipend” which paid for folks to move
to where the jobs were. It was simple,
but highly effective.

We now need a 21st century ver-
sion of such an institution; what some
are calling a “Mobility Centre”.

A Mobility Centre would provide
three functions: it would collect and
curate high quality data as to what
jobs will be created andwhat training
leads to real work; it would procure
the required training and, radically, it
would share risk with the individual.

The greatest evil associated with
the Future of Work is retraining em-
ployees for jobs that don’t exist, or for
which they have no realistic chance
of getting.

In sharing this risk, employees are
asked to trust the data on the prob-
ably of getting a job in a certain area
and invest in the training required to
secure that. In return, they can “claw
back” a portion of that investment if
it doesn’t lead to a job, creating an
aligned incentive to get the reskilling
right. The Singaporeans, Swedes and
Germans are taking steps in this direc-
tion. We could once again innovate
to deliver a powerful new institution
as aworld first — butwe should hurry;
Singapore is moving at pace.

● AndrewGrant leadsMcKinseyand
Company’s global public sector
practice and is seniorpartner in the
firm’sAucklandoffice.
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Apocalypse? Not now
Mood of the
Boardroom
James Penn

“
The numbers suggest no

country can afford to ignore
the impacts of emerging

technologies, and education is
a key driver of which jobs will

be automated.

Survey respondents don’t believe that automationwill lead to a ‘doomsday’ scenario

Transpower has been working with Massey University for the past five years
to create robots that will be based at remote substations. Photo / Supplied

A visitor looks at a robotic manufacturing arm from Chinese robot maker Han’s Robots at the World Robot Conference in Beijing. Photo / AP

Howwill adopting
automation and
artificial intelligence
technologies change
staffing?

44%

no change

15%

expect an increase in staff

32%

expect a decrease

9%

unsure

T he conventional wisdom
among much of the com-
mercial commentariat has
become that automation

will destroy a great number of the
economy’s jobs in the coming years.

Yet, 44 per cent of New Zealand
CEO respondents to the 2018 Mood
of the Boardroom survey say the
adoption of technologies such as
automation and artificial intelligence
will result in no change in their own
staffing levels over the coming three
years.

A further 15 per cent actually ex-
pect an increase in staffing levels
within their business. This compares
to one third that expect a decrease
in staff numbers, with the remaining
9 per cent unsure.

This rebuke of the doomsday
scenarios could be driven by a num-
ber of factors.

A number of executives intend to
utilise emerging technologies to im-
prove customer experience rather
than slash costs.

“We will try and multi-skill our
people who may be displaced, to
work in teams to develop new ways
to work with customers and improve
the ‘ease of doing business’ rather
than processing the spreadsheets,”
says Peter Reidy, CEO of KiwiRail.

A banking chief executive echoes
these sentiments: “It will allow staff
to focus more on value-added client-
based servicing.”

“The lift in productivity will lead
to increased throughput with the
same number of employees,” says a
tourism CEO.

Other chief executives suggest the
focus should be on skill levels as
opposed to the number of workers
required. “The total number may not
change,” says an agribusiness execu-
tive. “But the skill set and type of
employee will change significantly
towards more digital and IS capabili-
ties.”

“The mix is expected to change
and the skill base is expected to
improve,” says Thomas Pippos, chief
executive at Deloitte.

The other reason could be the
timeframe: a 2013 Oxford University
report found “47 per cent of total US
employment is in the high-risk cat-
egory”when it comes to susceptibility
to technological development; but
the timeframe was “over the next
decade or two”, rather than the next
three years.

More recent research suggests the
future of work is a complex, multi-
dimensional story for an economy
such as New Zealand’s and that adap-
tation rather than displacement will
be the story for many jobs.

An OECD study in March this year
found around 14 per cent of jobs in
OECD countries are highly
automatable (i.e. have a probability of
automation of over 70 per cent). And
though almost half of jobs are likely
to be significantly affected by auto-
mation, the degree of risk varies from
job to job.

“Thirty two per cent of jobs have
a risk of between 50 and 70 per cent
pointing to the possibility of sig-
nificant change in the way these jobs
are carried out as a result of auto-
mation,” wrote the authors, Ljubica
Nedelkoska and Glenda Quintini.

“A significant shareof tasks, butnot
all, could be automated, changing the
skill requirements for these jobs.”

However, the median New Zea-
landworker is actually the least likely
to have their job affected by auto-
mation in the OECD, at 39 per cent.
This compares with 42 per cent like-
lihood for the median worker in the
UK and 54 per cent in Germany.

One theory as to what drives New
Zealand’s relative insulation from
these forces is that “New Zealand,

more than other OECD countries,
experienced a sharp rise in
occupations that specialise in cogni-
tive jobs: professionals since the early
1990s and managerial occupations
since 2010.”

Nevertheless, the numbers suggest
no country can afford to ignore the
impacts of emerging technologies,
and that education is a key driver of
which jobs will be automated.

“Educational attainment shows a
very clear pattern in relation to
automatability: a higher educational
attainment translates into a lower risk
of automation,” wrote Nedelkoska
and Quintini.

This sentiment is shared by New
Zealand’s business leaders.

“The future of work is as much
about diversity of mindsets as it is to
do with technology, the market, and
social changes,” says Reidy.

“Our future way of working will
require a diversity of experience,
knowledge, perspectives, and
solutions. Government will need to
support younger people to gain key
skills using learning technologies.
This will require a change from class-
room processes, towards innovative
education such as e-learning and skill

clusters amongst schools and com-
munities.”

Mood of the Boardroom
respondents were asked whose re-
sponsibility it is to plan for the impact
of transformative change driven by
technology: government, business,
employees themselves, or all three?
Perhaps unsurprisingly, an over-
whelming majority (89 per cent) ar-
gued all three.

“Detailed long-term plans that ex-
tend beyond human capital (educa-
tion) and ensuring policy settings
promote growth, are likely to be
futile,” argues Roger Partridge, chair
of the NZ Initiative. “This means the
government should focus on (1) en-

suring the education system is fit for
purpose and (2) markets are able to
operate efficiently and flexibly.”

The future of work was a major
focus of Finance Minister Grant
Robertson in advance of last year’s
election. Robertson chaired a Labour
Party commission on the future of
work while in opposition, and
proposed a number of initiatives as
part of the prescription. These in-
cluded free tertiary education,
piloting a universal basic income in
a single town or region, and manda-
tory training for those who lose a job
to help them develop new skills.

Though portions of this agenda are
being enacted in policy, businesses
are busying themselves with their
own initiatives to future proof their
workforces.

Three key themes emerge on this
topic: increased training; agile and
flexible ways of working; and a focus
on wellness, mental health and resili-
ence.

“100 per cent flexible working
conditions, devolving more responsi-
bility to individuals,” says SamStubbs,
managing director of Simplicity.

Katie Noble, managing director of
AlliedMedical, says her companyhas
adopted “lean” operating practices to
prepare for a dynamic future.

Simon Moutter highlights Spark’s
company-wide shift to agile working
methodologies, “as the first Telco in
the world, and first large company in
this part of the world, to adopt Agile
at scale, right across the company”.

A real estate boss says the com-
pany is about to launch a wellness
programme, “looking at how our
people will need to adapt to change
and how they can have a better life.”

Others take a more traditional ap-
proach, such as David Mair of
Skellerup Holdings, who answered,
“The same as always, focus on skills
improvement. Not sure about learn-
ing about life. We focus on relevant
learning to our business goals. It is not
our job to do anything else.”

Ensuring diversity of the
workforce is an imperative for many
New Zealand’s executives.

One finance sector executive said
tracking bias in the workplace (such
as in gender, ethnicity, and age) is key
to future-proofing their business.

“We have to drive true inclusion
to be able to tap into the limited
labour supply,” said the executive.
“An example is employing plus-65s,
which we are doing.”
Which technologies will emerge
fastest?
Executives were also asked to rank
a range of emerging technologies in
terms of whether they expect to
adopt or increase them to remain
competitive over the coming three
years, on a scale of one (meaning “no
plans to adopt”) to 10 (“will have
bedded this technology in”).

Unsurprisingly, cloud computing
(averaging around 8.6) and mobile
computing (8.2) trump the rest, as
technologies many companies have
already adopted.

Next are automation (6.9), AI and
machine learning (6.1), and remote
sensors and the Internet of Things (6).

Blockchain technology has
received ample coverage in the me-
dia over the past year, but executives
are a little more reserved on its
application.

Over half of respondents rate it
from 1-4 on the scale, indicating
limitedornoplans for the technology.

Blockchain (4.6) and other techno-
logies, such as 3D printing (3.5) and
drones (3.4), receive relatively
modest average rankings, but will
likely have outsized impacts on par-
ticular industries.

“Different technologies and
innovations have different degrees of
benefit for different businesses,” said
a respondent from the professional
services sector. “Drones have a role
in infrastructure andconstructionbut
less so in other businesses.”

MOOD OF THE BOARDROOM
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Pressing all the levers
New Zealand’s economy has delivered reasonable economic growth in recent years, but an all-too-familiar
caveat to successes has been the country’s poor productivity performance, writes James Penn

“
If the productivity plateau is not

addressed, New Zealand firmsmay
begin feeling the pinch as overseas

productivity outperformance
threatens themarket share of

domestic firms.

Productivity
matters. It is

howwe grow
more

prosperous.
Treasury Secretary
Gabriel Makhlouf

Photo / Greg Bowker

I n a September speech, Gabriel
Makhlouf, Secretary to the
Treasury, said “recent research
indicates that if New Zealand’s

productivity caught up with the
better-performing countries in the
OECD, our incomes would be 50-60
per cent higher.

“There is no single productivity
accelerator that we can just press
harder on,” said Makhlouf.

“There are many gears, levers, but-
tons and switches. We need to work
on all of them.”

In the Mood of the Boardroom
survey, New Zealand’s top chief ex-
ecutives were asked exactly what
gears and levers they were pulling to
move towards a high-performance
culture that delivers workplace pro-
ductivity improvements.

Formany respondents, the answer
was that labour productivity would
be maximised in tandem with tech-
nological change.

“Continual training in emerging
technologies,” answered Michael
Snowden, CEO of OneNet.

“Promotion and financial rewards
for adoption. Experiments in proof-of-
concept, followed by trials and full
implementation of productivity-
enhancing technologies.”

And creating a space for this to
occur is also key, with OneNet
establishing a “virtual lab” for
motivated employees to participate
in the development of these techno-
logies “without leaving their ‘day job’.”

“We are implementing a digital
transformation that will automate
standardised procedures and com-
pliance and require our people to
analyse the trends and outputs and
advise our clients,” outlined Ross
Buckley, chairman of KPMG.

“Training and development of our
people, along with the use of techno-
logy,” said a healthcare company
leader. “We are already investing in
bot development and are looking at
AI to enhance clinical delivery. This
will be better for our clinicians aswell
as deliver a better clinical outcome.”

Culture of upskilling
The other common thread through-
out these responses is continual
upskilling.

Company director Alison Paterson
said the focus was on “key perform-
ance indicators, arming employees
with enhanced tools for delivery and
continual emphasis on upskilling em-
ployees.”

An executive said investment in
progressive automation of repetitive
activity had to be coupled with
“ongoing skills development of staff
to ensure they maintain relevance to
future work needs”.

In his September speech,Makhlouf
said it was important that New Zea-
landers had skills thatwere adaptable
and transferable.

“People need to be able to move
from industries that may be affected
by technology and competition to
those that are growing, taking up new
opportunities that technology and
greater international connectedness
actually creates,” he said.

“In the Treasury’s view, to help
achieve this there should be an em-
phasis on attainment of cognitive and
non-cognitive foundational skills and
social skills that are transferable and
support life-long learning, as well as
greater rates of progression to higher

tertiary qualifications. Indeed a key
question is how our education sys-
tem — and particularly our tertiary
system—will helpwithongoing learn-
ing.”

High performance on the farm
If New Zealand is to unlock pro-
ductivity growth, the country’s larg-
est industry, agriculture, will surely
play a significant role. Encouragingly,
agribusiness respondents were
among the most illustrative in their
responses to the Mood of the Board-
room on this question.

“We will have fewer, much more
highly skilled,muchmore highly paid
workers through using appropriate
technology,” explained Skellerup
Holdings boss David Mair.

Steven Carden said his strategy for
fostering productivity growth at
Pāmu Farms, formerly known as
Landcorp, included “upskilling, in-
vestment in data analytics, invest-
ment in broadband upgrades, invest-
ment in mobile tech, and exploration
of robotics.”

“Visible low tolerance for poor
performance and behaviours as a
baseline,” said Brendhan Greaney,
CEO of Tatua dairy co-operative.

“We are setting clear expectations
within the context of our strategic
framework that has been verywidely
communicated through small group
interactions.”

“We’re genuinely listening to our
people from leadership forums
through to shop floor for connected-
ness.

“We fundamentally believe that
our people want to do a great job and
just need good context and clarity of
organisation direction and priorities.”

“Take great care in employing
people who have values aligned with
those of the organisation,” added
Greaney.

Another agribusiness executive
said the focus was on simplifying
processes and investing in artificial
intelligence and automation.

On the agenda for another: “Sig-
nificant investment in people skills
and capability. Significant investment
in technology. Move to cloud-based
platforms.”

Flexibility to drive productivity
Many executives placed emphasis on
flexibility and agility in the work-
place.

One insurance sector executive
said their company was focused on
“creating a more agile and flexible
work environment, and breaking
down and removing the traditional
requirements for staff to be office-
based.”

Anna Stove, General Manager of
GlaxoSmithKline, said the pharma-
ceutical playerwas “focused on being
a modern employer allowing all staff
to work flexibly.”

The widespread move to flexible
workplaces is relatively recent,mean-
ing a link with productivity is difficult
to establish. However, a HSBC study
found 89 per cent of UK workers
believe flexible working hours would
motivate them to bemore productive
at work.

This is reflected in the response of
a banking executive,who said, “We’ve
found that, by having a flexible work-
place so staff can have a balanced
work life, productivity has increased.”

A leading entrepreneur said their
agenda for a high performance cul-
ture included:

● Regular 90-day “sprints” for all
business areas

● Agile technology development
● Values-based behaviour
● Empowerment of individual de-

cision making and action
● Focus on adding value to

clients, peers and shareholders and
self at all times

Simon Moutter, a vocal advocate
of Agile ways of working, highlighted
this as a key to developing and
maintaining a high performance cul-
ture at Spark. However, an energy
company boss was sceptical about
the value of such trends.

“We develop a high-performance
culture by not adopting corporate
‘flavour of the moment’ themes like
Agile, but rather looking at what mix
of workplace design, technology
enablement and cultural/resource
planning is required,” he explained.

Union concerns
Few impediments were cited on the
productivity question, however two
respondents highlighted union ac-
tivity as a barrier to establishing a
high-performance environment.

DougDucker,managing director of
Pan Pac Forest Products, said
movement towards a high-
performance culturewas progressing
slowly, “given varying support from
individuals and, under this Govern-
ment, the unions.

Staff involvement in discussion
and education is being used to assist.”

An executive in the travel and
tourism sector said progress was,
overall, going well. “However, unions
are now split, wanting collaboration
with business at the top, while lower
levels in the union have been
emboldened and returned to old-
style 1973 negotiating tactics.”

These concerns are perhaps
driven by recent employment law
changes, including a Bill that plans to
end the 90-day trial period for busi-
nesses with 20 staff or more, and
remove the right of employers to opt
out of multi-employer collective
agreements.

“Business cannot support this Bill
and will be making our position clear
as it progresses through Parliament,”
said BusinessNZ chief executive Kirk
Hope in September, citing the legis-
lation’s “ability to harm employment
relations, jobs and commercial value
in New Zealand enterprises”.

Keeping up with the OECD
OECD statistics suggest New Zea-
land’s labour productivity was 2.1 per
cent lower in 2017 than it was five
years prior.

By contrast, the same period has
seen a 5.8 per cent increase in pro-
ductivity in Australia.

That measure, GDP per hour
worked, was an estimated US$37.10
for New Zealand in 2017, more than
20 per cent below the latest available
OECD average (2016, US$47).

If the productivity plateau is not
addressed, New Zealand firms may
begin feeling the pinch as overseas
productivity outperformance threat-
ens the market share of domestic
firms.

“We have a relentless need to
increase productivity to neuter wage
growth and inflation and deal with
highly competitive imports,”
explained a senior figure in the build-
ing and construction sector. “This
backdrop means achieving these
improvements are tracked and a key
part of performance measurements
in the business.”

Ultimately, these gains (or lack
thereof) will flow on to living stand-
ards too.

“Productivity matters,” said Treas-
ury Secretary Makhlouf in the Sep-
tember speech. “It is how we grow
more prosperous. It underpins
improvements in our living stand-
ards. It means we are using our
resources more efficiently.

“Improved productivity provides
more choice, for citizens, businesses,
and government.”

MOOD OF THE BOARDROOM

What keeps
you awake
at night?
CEOs were asked
to nominate the
top three issues
causing them
concern

152
Total Respondents

48.68%

Sourcing and retaining skilled
staff

34.87%

Regulatory challenges

31.58%

Achieving top-line revenue
growth

28.95%

Meeting customer expectations

28.95%

Digital disruption

28.29%

Impact of policy uncertainty on
my business

24.34%

Competitive pressures

17.11%

Changing organisational
culture

16.45%

Improving operational
efficiencies

13.16%

Managing profit expectations

7.89%

Achieving cost reduction

6.58%

CEO – Board relationship

2.63%

Motivating key reports

0.66%

M&A (threat)

Other issues nominated by
CEOs include: Delivering a step
change in environmental
performance; health and safety;
rapid growth; becoming
resilient;
delivering highly complex
capital projects; global
economy; positioning for key
global trends; global
competition with deep pockets
against small New Zealand
businesses;
an uncertain employment law
landscapemakes the prospect
of hiring anyone a nightmare;
cyber-security risks; within the
forestry industry achieving
cohesion of approach to health
and safety practice across a
diverse industry;
litigation risk and the
combination of digital
disruption and cost reduction
and having the human capital
to execute that very well.
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The race to bematch-ready
Simon Moutter’s Big Issues
● Top three issues facing the nation

Addressing infrastructure deficits
Addressing climate change
Addressing social inequality (both real and
perceived)

● Biggest achievement past 12 months
First telco in theworld to go all-in with Agile
ways of working.

● Biggest regret past 12 months
None!

● Top three business priorities for the next
12 months?
Digitisation and automation advancement
Newways of working (Agile)
Set up for next wave ofmobile technology
(5G)

● Single biggest factor that would assist
Spark to remain internationally
competitive from New Zealand?
Early allocation and auctioning of 5Gmobile
spectrum by the Government. Simon Moutter Photo / Nick Reed

S imon Moutter is a man in a
hurry. Spark New Zealand’s
managing director wants to
build a next generation mo-

bile network before the world arrives
in Auckland for the America’s Cup.

Spark has signed as the official
telecommunications partner for the
Emirates New Zealand team and for
the event.

It is an important showcase for the
nation and Moutter wants us to put
our best foot forward. When it comes
to telecommunications that means a
5G mobile network.

Although the races are not due to
start until 2020, Moutter faces a
daunting timetable. Spark will need
to install and test new network equip-
ment and put new systems in place.
In some cases, it could mean new
mobile towers, or adding sites to
existing buildings. But the engineer-
ing is not the biggest obstacle. Before
any of that can begin, Spark needs to
find more wireless spectrum.

Moutter says: “You can’t move 5G
unless you have the spectrum
resources to do it.

“That process is controlled by
MBIE (the Ministry of Business, Inno-
vation and Employment). It controls
the spectral allocation choices and
then, depending on how they choose
to do it, runs the spectrum sale or
auction process.

“MBIE has always done an excel-
lent job of planning and allocation.

“I don’t doubt it will do it again. We
just need that moved along swiftly,”
he says.

The process could be complicated
by the potential entry of a fourth
bidder alongside Spark, Vodafone
and 2degrees. Then there are possible
Māori claims.

“We understand those and the
politics and the thing to get round
that, and we need an outcome, we
need a decision taken, and it can’t be
a long way away, because we need
that spectrum to get going and we
want to be up late 2019, early 2020
because we’ve got an America’s Cup
event to run and that should be
5G-enabled,” he says.

The Cup is an ideal event to show-
case the potential of 5G networks.
Moutter says installing a 5G network
aroundAuckland’s harbourwould be
relatively easy and the high-tech
boats lend themselves to the project.
“They are great examples of how you
could use 5G technology to enhance
the experience.

“Grant Dalton will be dying to get

5G technology of those boats as a
competitive advantage to get ready.”

Spark isn’t just interested in
appealing to the competitors.

Moutter says: “You’re going tohave
tens of thousands of competitors on
the headlands and actually out in the
water. They’re all going to be on their
phones wanting to follow the race.

“We obviously pipe up Eden Park
for a big test match with extra kit,
we’ve got to do the same for the Cup.”

The America’s Cup project is part
of Spark’s strategy of moving away
from being a mere telecommuni-
cations company towards being a full
digital services provider.

Moutter says Spark’s connectivity
anchors this approach, but it’s no
longer only about voice, these days

moving data is far more important.
He says digital services are

typically delivered by global giants
like Netflix.

“They are exemplars in customer
experience.

“If you’re going to compete, even
if it’s Lightbox alongside Netflix, our
strategy is always ‘as well as’. You’ll
never beat them but to get to be
usable you’ve got to at least approach
their standards”, he says.

This is why Moutter and Spark
have invested so much in the Agile
approach to working.

He says most of the big companies
he is up against work that way. It
means moving faster, improving
quality and putting the customer at
the centre of everything.

MOOD OF THE BOARDROOM

The Huawei
relationship
Earlier this year Sparkworked
withHuawei inWellington to
demonstrate 5Gmobile
technology. The trialwasa
success. Lastmonth, across the
Tasman, theAustralian
Government formalisedaban
that stopsHuawei andother
Chineseequipmentmakers from
building that country’s 5G
network. Is the relationshipnow
at risk?

Moutter saysAustralia’smove
makeshimnervous.

“Huawei areourbest provider
of technology. Theyare thebest
in this typeof technologyand
theyare anexcellent provider.
Theydeliver consistentlyon time
andonbudget.

“Wewant them to remaina
significant vendor. Sowe’re
trying to find the rightway
forwardwithourGCSBand
making sureHuawei can stay in
themix and inanareawhere it
isn’t too sensitive”, he says.

ThoughHuawei is shutout
fromAustralia and theUS, Spark’s
approach is closer towhat is
happening in theUK.Moutter
says though there is noevidence
ofHuawei havingbackdoors, or
spyingon traffic anywhere in the
world, Sparkwill takeapragmatic
approach.He says thecompany
will use theUK’s testing system
toverifyHuawei productsbefore
theyareused in thenetwork.
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A tool, ‘not a talkfest’
Christopher Luxon’s
Big Issues
● Top Three Business Priorities

Operational planning and delivery
skills
Revenue pricing and action
Cost control

● Biggest Achievement past 12
months
Strong commercial and cultural
results

● Single biggest factor that would
assist AirNZ to remain
internationally competitive
from NZ
Well trained and skilled talent

“ I really want to put people to work
on the six big topics that are going

tomatter to the average Kiwi.
Christopher Luxon

Fran O’Sullivan Business Council
Agenda
Potential topics include:
The Future ofWork andAutomation;
Vocational training on the Swiss
model;
Unlocking cities;
Regional New Zealand;
SMEs;
Investment.

Air New Zealand’s Christopher
Luxon with Jacinda Ardern and
Grant Robertson at the
announcement of the Business
Advisory Council.

A ir New Zealand’s Christo-
pher Luxon promises the
Prime Minister’s Business
Advisory Council will not

be a talkfest.
“I don’t think CEOs want to give a

lot of time on something that’s going
nowhere — a talkfest — they’re not
interested in that,” says Luxon.

Jacinda Arden announced the Air
NZ chief executive’s appointment as
council chair at a Westpac breakfast
on August 28 designed to tackle a
deepening loss of business confid-
ence.

The council’s role is to build closer
relationships between Government
and business, provide high-level free
and frank advice on key economic
issues and to create a vehicle to
harness private sector expertise to
inform the development of the Gov-
ernment’s economic policies.

The forum will also join Govern-
ment in taking the lead on some
important areas of reform.

Said Luxon: “ It will bring new ideas
to the table on how we can scale up
New Zealand businesses and grow
our export-led wealth.”

He has already presented draft
terms of reference to the Prime Min-
ister and a list of 15 people he suggests
should be appointed council mem-
bers. Ardern was due to review the
submission on her return from New
York.

“We’ve got big day jobs, we care
about New Zealand, that’s why we
want to participate in something like

this,” said Luxon. “But we want to get
stuff done and we’re not here for a
talkfest. We’re not here for a gabble,
we came to sort some things out. And
that’s what, uniquely, business can do
different from government, different
from communities.

‘”Governments are great at setting
foundations and frameworks and
platforms for people to operate busi-
nesses on, but we can move at speed.
We’re fast, we’re pragmatic, we’re
used to solving problems and realis-
ing opportunities in our businesses,
so that’s what we want to do.”

Luxon’s 15 nominees are from a
range of sectors — big end of town,
small end, SMEs, regions, women,
Māori — “it’s a great bunch of people,”
he said.

To someextenthe is takinghis lead
from an early 2000s business-led
response to the “Winter of Discon-
tent” where some enlightened busi-
ness leaders subsequently worked
with Helen Clark’s Government on a
range of transformative issues.

“It’s the same dynamic essentially,”
said Luxon. “Different sets of players
on the political side and also on the

business side. But out of that really
came the China FTA, the formation
of Fonterra, and, also KiwiSaver in
someways. Theywere big things that
were unlocked and created a lot of
value and were the right things to do
for the long run, irrespective of the
politics.”

“I reallywant to put people towork
on the six big topics that are going
to matter to the average Kiwi.”

Said Luxon: “What would it look
like if we could give 10 hours back
to every small-to-medium enterprise
in a month — because they spend
most of their time in traffic?

“That leads you to all sorts of

interesting notions around conges-
tion charging. It leads you to
conversations about infrastructure,
domestic infrastructure and invest-
ment through super funds.”

He contends that SMEs are more
knocked around than big business by
regulation and “the uncertainty that’s
happening at the moment”.

Also top of mind is securing food
and water in New Zealand.

“I think you have to have a
discussions on genetics. You have to
have a discussion on an agritech type
fund. You have to think about an Iron
Dome in an Israel sense, but for
biology. Then just how do you win
the war for investment — high quality
investment?”

Luxon doesn’t want to go too far
down the content side of the council’s
agenda until the 15 people are
appointed. (“Just giving you a flavour
of the ‘behind the scenes’ thinking.”)

“That leads you back to what
(Spark’s) Simon Moutter and I talked
about. About a chain of investment
because I think this angel investment
stuff is a lot of peasant farming, to be
honest .

“It’s well-intentioned. But actually
if you’re a young entrepreneur and
you end up with a whole bunch of
angel investors on your register and
you want to go get serious money,
and you want $50 million you’ve got
all this detritus that you’ve created
with people that were there just to
get you going. And that’s not clean
then to go in for funding in the States
or anywhere else.”

Big issues. Big answers to find.
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Will council build confidence?
Gabrielle Penn

In the Herald’s 2018 Mood of the
Boardroom survey, 134 CEOs re-
sponded to the question: “What
should be at the top of the PM’s
BusinessAdvisoryCouncil’s agenda?”

At first blush there is a disconnect
between what some respondents
believe should be on the council’s
agenda and Chris Luxon’s own focus.

But a good deal of responses in-
cluded a focus on improving pro-
ductivity and growth, formulating a
long term strategy for New Zealand
and ensuring businesses have access
to talent and the skills they need.

Mike Bennetts, CEO of Z Energy,
argues that given the council has
been established to address low busi-
ness confidence, the primary focus
should be: “Properly understanding
what the drivers of business confid-
ence are so that any responses can

be targeted to closing the right gap.”
A legal firm boss felt that if the

council can get its priorities right,
there is potential for economy-wide
benefit.

“Increasing productivity (and that
means working smarter, not harder).
With greater productivity will come
greater GDP per capita, which will
allow us to afford all manner of
benefits.”

CEOs have urged business leaders
who will serve on the council not to
neglect SMEs (small-to-medium en-
terprises) and to use the opportunity
to focus on NZ businesses across the
spectrum, not just those that have the
largest voice.

KPMG chairman Ross Buckley
urged the council andGovernment to
“be relevant to all of NZ business, not
just the top end of town — it appears
they are ignoring and missing the
SME sector”.

Port of Tauranga chief executive
Mark Cairns feels the council is an
opportunity to provide clarity of pol-
icy — a key factor in low business
confidence.

He said the focus should be on
“reducing policy uncertainty. Busi-
nesses won’t invest in this environ-
ment.”

Others, including Spark managing
director Simon Moutter, suggest that
while the economy should definitely
be a focus, this should not be at the
cost of New Zealanders and equality.
Moutter feels the focus should be
“how to maintain economic growth
while achieving greater social equity”.

The announcement of the Busi-
ness Advisory Council also sparked
some scepticism.

“We don’t subscribe to the theory
that the marketplace has lost confid-
ence. It seems to be the view of a few
only,” argued Don Braid, CEO of

Mainfreight. “It’s difficult to under-
stand what another business forum
will achieve.”

Echoing Braid’s view is Rob Camp-
bell, chairman of SkyCity Entertain-
ment, who is “not sure it is needed,”
and a private equity boss who said
it will be a committee.

“These groups exist already. Talk
to them and talk to industry groups
to ask specifics.”

BusinessNZ chief executive Kirk
Hope hoped the council’s formation
would give security and confidence
to NZ companies that the Govern-
ment was working for, not against,
them,

“In order for business to do well,
it also has to have confidence in the
direction of the country and confid-
ence that it is being listened to.

“The announcement is a positive
step in signalling the Government’s
commitment to do so.”

Three
views
“Weneedbusiness confidence to
improve, to avoid talkingourselves
intoa recession. I thinkkey to this
is for business to feel like the
Government is listening to it and
cares that business inNZ is
successful.
Sohelping
Government
“hear”
businesses’
legitimate
concerns
will be
important. If
the
Government
wants to
deliver on its
transformat-
ional agenda—byworkingwith
business— therewill be agreater
prospectof this.
Manybusiness peoplewant to see
the same thingas theGovernment
—an inclusive society, aprosperous
andproductive economyanda
countrypositively planningand
grapplingwith the issuesof ourday
—globalwarming, the impact of the
change technologywill bring, a
retreat fromglobalisationbymajor
players around theworld, and,
addressing inequality inour
society.”
Cathy Quinn, company director
and partner in
MinterEllisonRuddWatts

“Given themembersof the
BusinessAdvisoryCouncilwon’t
have theexpertise to suggest how
to improve the rateofproductivity
growth, they could focuson
probably the twobiggest issues
undermi-
ning
business
confidence:
suddenand
capricious
announce-
ments (such
as thebanon
offshore
exploration
foroil and
gas), and, the
proposed
changes to employment law. If the
Councilwas able to stopa repeat
of such capricious announcements
(in the caseof the explorationban)
andchanges inemployment law, it
wouldmakeauseful contribution
tobusiness confidence. Theyare
unlikely to achieveeitherobjective,
so the councilwill likely benothing
more thanaPRexercise.”
Don Brash, Chairman, ICBC (NZ)

”Developanalignednational and
regional growth strategy. Reformof
planning lawsand local
government structures and
funding.
Replace
RMAwitha
dedicated
environ-
ment law
anda
separate
planning
and local
government
law.Address
Auckland’s
growth
challengeby scaledevelopment to
the southwithan InnovationCity.
Leverageprivate capital to enable
investment for growth. Enable scale
developmentof housingand
transport. Introduce roadpricing in
Aucklandsooner rather than later.
Joint business andGovernment
taskforceonpoverty reduction.”
Stephen Selwood, CEO
Infrastructure NZ.
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A bipartisan low-carbon energy goal
Fraser Whineray’s big issues
● Top three business priorities next 12 months?

Digitisation to drive simultaneous customer experience
and productivity
Executing our re-positioning for growth on top of yield
Human capital competitiveness

● Biggest achievement in the past 12 months
Achieving simultaneous records on customer
experience, employee engagement and financial
performance

● Biggest regret
None — it was the best year in the company’s history.
The teamperformed extremelywell!

● Single biggest factor that would assist Mercury to
remain internationally competitive from NZ
A long-term bipartisan low-carbon energy policy. This
would simultaneously project a positive demand
profile and reduce regulatorywobble, and provide a
muchmore globally diverse equity base and increase
the attractiveness for us and the sector for quality
human capital.

“ Weneed the creative destruction
of themarket to work out what’s

going to be best for NZ.

Fraser Whineray at the wheel of Mercury’s 1957 Ford Fairlane, Evie, who, despite her looks, is an
electric vehicle.

N ew Zealand needs to set a
bipartisan low-carbon en-
ergy target to tackle the
long-term environmental

challenges, saysMercury chief execu-
tive, Fraser Whineray.

This will allow the market to do
a lot of the solving as opposed to
introducing particular subsidies for
technologies that actuallymay not be
relevant, he maintains.

“Let’s set a low-carbon energy goal
for the country and then everyone
can work towards that. That really is
a classic example of the right thing
for theenvironmentandbusiness can
navigate towards that. It reduces the
cost of capital actually and so it
means that you get better outcomes.”

Whineray says those businesses
and organisations which are green-
washing (making a company appear
more environmentally friendly than
it really is) should stop the practice,
because that “will actually prevent us
from achieving the goals we want.”

He reckons greenwashing is
almost worse than emissions them-
selves. “It is simply an allocation of
human and financial capital towards
activity that won’t actually make a
difference.

“We must prioritise on all fronts to
ensure we’re actually doing things
that will make the most difference.”

There’s a very big difference
between what people will intuitively
think is good for the planet, good for
education, or anything, versus what
actually will make a difference, and
that requires quite sophisticated
prioritisation, reckons Whineray.

“The creativity of individuals,
organisations, scientists, universities,
businesses and governments will
help find, with all this rapidly chang-
ing technology, what will work and
what won’t. There will be some

people who get it right and some that
don’t, but without that creativity in
themarket wewill have a suboptimal
outcome,” he says.

“We need the creative destruction
of the market in a sense to work out
what’s going to be best for New
Zealand — so let the true goal be set
then let everyonework towards that.”

Whineray says six chief executives
from the energy sector spent a full
day with the Interim Climate Change
Committee which includes three
PhDs. “They’re so confident in their
own ability to rationalise and under-
stand, and theywant to be convinced
by facts and science.

“They’re not ideological, and
they’re willing to thrash it out with
almost 200 years’ worth of experi-
ence in the room.

“That was amazing consultation —
the best consultation I’ve seen.”

Whineray backs the Prime Minis-
ter’s Business Advisory Council, say-
ing this is a real opportunity for a
progressive Labour-led Government
to leverage businesses and markets
and achieve long-term goals more
quickly.

“Whether it’s on the environment,
education or health, I don’t think
there is too much disagreement on
what things should ideally look like
in 20 or 30 years’ time for the New
Zealand we want to have.”

He says the advisory council is an
important opportunity. The Govern-
ment can present clear direction and

work with businesses and organisa-
tions, which can change things in 10
minutes.

Businesses can shift financial and
human capital faster and over more
sustained periods than governments
can because of the political cycle, and
because new governments inherit a
bureaucracy that has a certain direc-
tion and can be quite titanic to shift.

NZ Initiative study tour
Whineray is leadingTheNewZealand
Initiative-organised business mission
to Denmark next June and he says
learnings will feed back to the Prime

Minister’s advisory council.
Last year he led the Go Swiss

mission, also organised by the NZ
Initiative business think tank.

“Last time Switzerland turned into
a four letter word with the previous
Government. They heard about it
from somany of us that it drove them
insane, so I think we’ll have to think
about how we influence and manage
this time around.

“We’ll absolutely feed back the bits
that are relevant and contextual.”

Whineray says theDanish tourwill
be different to Switzerland.

He had already researched their
high-value food and prison system,
andmetwith theDanishAmbassador
from Australia.

“I always do my best thinking
about New Zealand when I’m not
there and have something to contrast
it with,” he says.

MOOD OF THE BOARDROOM
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Employment laws a backward step

What an ideologically driven
mess — 90 day trials work very
well and encourage businesses

to take a risk with workers.
Paul Glass

Devon Investment Funds

“
Top CEOs are concerned that the proposed changes will not be productive for business or the economy

Removing the ability to opt out of multi-
employers collective bargaining remains
our greatest concern. Ports are essential

services for our small-island trading
nation, a long distance from our export

markets.

Mark Cairns, Port of Tauranga

“

Mood of the
Boardroom
Graham Skellern

Employment law
When asked in theMood of the
Boardroom survey whether they
were concerned by any of the
proposed changes to employment
law, the CEOs responded like this:

72%

were concerned about the
requirement for business to take
part in collective bargaining and to
reach agreement with unions on
outcomes

73%

were concerned that businesses are
not allowed to opt out ofmulti-
employer collective bargaining

76%

were concerned about unions
entering the workplace with
notification

70%

were concerned that businesses with
more than 20 employees are not
allowed 90 day trials

42%

were concerned that partial pay is
not allowed in response to partial
strikes

4%

of the respondents were not
concerned by any of these
provisions

E
mployment law changes
proposed by the Coalition
Government will deliver
increased union activity

and disrupt long-term economic
growth, say many of the country’s
chief executives.

The CEOs are at odds with the
rationale for the Employment
Relations Amendment Bill, which is
with the Education and Workforce
select committee. Up to 76 per cent
of the respondents to theMood of the
Boardroom survey were concerned
about provisions in the bill.

A nearmajority of the respondents
(49 per cent) said the Government
wasn’t handling negotiations and
strike action by nurses, teachers and
government staffers well. Nearly one-
third said the Government was hand-
ling the negotiationswell, while 19 per
cent were unsure.

Said a private equity boss: “Most
employers are good and need those
people. Legal reform is aimed at the
5 per cent of bad ones. Just increase
fines and convictions for them.”

Roger Partridge, chair of The New
Zealand Initiative, explains higher
wages come from higher pro-
ductivity. “None of these changes are
productivity enhancing, and will not
help workers.

“Yet, they will add cost to business,
making businesses less profitable. In
the long run, this will harm both
consumers and the economy.”

Among other views:
● An international food distribu-

tor boss adds “in my experience,

union activity has been focused on
increasing membership (revenue)
rather than securing employee wel-
fare or rights. These changes increase
the scope for disruption in the work-
place and will not deliver any
improved benefits to our staff.”

● Craig Stobo, Chair of the Local
Government Funding Agency, says
it’s difficult to argue rationally what
the measures attempt to fix. “Minis-
terial descriptions point to political
expediency which is understandable
under the current Government.”

In announcing amendments to the
Employment Relations Act 2000,
Workplace Relations and Safety Min-
ister Iain Lees-Galloway said the Gov-
ernment was taking an important
step toward creating a high-
performing economy that delivers
good jobs, decent work conditions
and fair wages. The amending legis-
lation is designed to provide greater
protections to workers, especially
vulnerable workers, and strengthen
the role of collective bargaining in the
workplace to ensure fair wages and
conditions, and promote productive
employment relationships.

“Making life better for working
New Zealanders is a fundamental
value for the Labour-led Govern-
ment,” Lees-Galloway said. “Too
many working New Zealanders are
missing out on the benefits of
economic growth under the current
employment relations system.

“Many of the changes in the bill are
focused on lifting wages through col-
lective bargaining. Wages are too low
for many families to afford the basics.

“Good employment law strikes a
balance between employers and
workers. Under the previous Govern-
ment the balance tipped away from
fair working conditions for workers.

We will restore that balance.”
The key amendments include: Re-

storing statutory rest and meal
breaks; limiting 90-day trials to em-
ployers with fewer than 20 em-
ployees; restoring reinstatement as
the primary remedy to unfair dis-
missal; increasing protections for vul-
nerableworkers such as cleaners and
caterers when a business is trans-
ferred or restructured; and strength-
ening collective bargaining andunion
rights in the workplace. Plans to abol-
ish 90-day trials for larger employers
were met with strong reaction:

● A Labour-led Government
should want businesses to take on
more people — but there is risk
associated with this. “The 90-day trial

reduces the risk and encourages busi-
nesses to give someone a go. Why on
earth would you want to eliminate
this if you have an objective of job
growth?” (rural sector boss)

● The 90-day rule is not abused
by the vast majority of businesses.
“This change makes no sense and is
arbitrary.” (contracts consultancy)

● “The 90-day trial has given us
the confidence to take on staff when
we had some doubts as to whether
they had all the necessary attributes.
Happily they did, and now are part
of the team. Without it, we may have
been more risk averse and not hired
them.” (legal firm boss)

● Devon Investment Funds’ Paul
Glass: “What an ideologically driven
mess — 90 day trials work very well
and encourage businesses to take a
risk with workers.”

On the collective bargaining pro-
vision, Business NZ chief executive
Kirk Hope cites the example of a cafe
ownerwhohires several baristas. The
owner’s view of how much she can
afford to pay the baristas is likely to
be different from how the baristas
might see it. Will her view be seen
as “genuine”?Orwill the baristas’ view
be more “genuine”? The question
would have to go to the Employment
Relations Authority to be decided.

Hope says “I am sure most small
businesseswould notwant the hassle
of having to go to the authority to
work out employment agreements.
There is a great deal of concern about
these new rules that in effect make
collective bargaining compulsory for
employers. Bullying employers into
collectives should play no part in
modern workplace rules.”

Business NZ believes these rules
are in breach of international
conventions that say collective
bargaining should be voluntary, and

has formally asked the Government
to drop them from the bill.

Port of Tauranga CEO Mark Cairns
says “removing the ability to opt out
of multi-employer collective
bargaining remains our greatest con-
cern. Ports are essential services for
our small island trading nation, a long
distance from our export markets.”

● “There is a slippery slope once
strikes and union action starts — look
at Venezuela and other examples of
how well this has gone” (lawyer)

● “The Government needs to be
careful not to make human labour
less attractive than machines or
software alternatives.” (telco boss)

● “Watch for the dynamic re-
sponse from businesses. Water will
flow around this rock.” (energy boss).

Skellerup Holdings CEO David
Mair believes the proposed changes
are a disaster for larger companies
that need to remain focused on cus-
tomers and competitors.

On pay negotiations, Mair says all
thinking New Zealanders wouldwant
nurses to be paid more for a difficult
job in difficult circumstances. In his
view teachers need to move to per-
formance pay.

“This equal outcome approach is
why we are drifting down towards
the average (which keeps going
down).”

Beyond this CEOs are concerned
the Government has opened the gate
to widespread action and uncon-
trolled wage increase expectation.

Matthew Cockram of Cooper and
Company (NZ) says the Government
is having to accommodate the con-
sequences of their own rhetoric and
pacts they have made with their
union friends.

“The Government is in a no-win
situation and the unions are pretty
bolshy at the moment“ — CEO.

Less bureaucracy, more flexibility

Mai Chen

Is council admin of
the RMA positive for
business?

62%

No

7 %

Yes

31%

Unsure

Gabrielle Penn

“
This is the biggest handbrake
for all future building and one

of the biggest reasons of
housing unaffordability.

Peter Thompson

“Shocking slow, unresponsive and they
can’t get it right!” — that’s howMai Chen,
managing partner of Chen Palmer Part-
ners summed up the debacle over
council administration of resource
consents under the Resource Manage-
ment Act (RMA).

Her stance is to some degree echoed
byMainfreight CEODonBraidwho says
the current power that sits with
councils to grant consents needs re-
form itself. “Councils need to be less
bureaucratic and more pragmatic and
flexible if they are to succeed”.

Speed was a common concern
among CEOs, many discussing the high
costs associated with the time the pro-
cess takes, major delays and the uncer-
tainty around the outcome.

Says Stephen Selwood, chief execu-
tive of Infrastructure NZ, “The RMA is
not delivering for New Zealand.”

His view was echoed by an infra-
structure specialist who said the prob-
lem was the absence of sensible plan-
ning legislation — “the RMA is environ-
mental protection legislation, not plan-
ning legislation”.

Since being passed in 1991, the RMA
has been amended almost as many
times as the years it has been in exist-
ence. But respondents to the Herald’s
CEOs Survey suggest many more
changes are needed before it delivers

for NZ businesses. Changes have been
proposed by Government and Oppo-
sition, but the parties disagree on the
most effective way to improve it.

Peter Thompson, managing director
of Barfoot and Thompson, believes
changes need to be discussed and
enforced with a sense of urgency, “This
is the biggest hand brake for all future
building.”

“One of the biggest costs of any new
building project is resource consent
costs and the way they are managed
by Council needs a total revamp with
urgency,” says Thompson. “This is one
of the biggest reasons for housing
unaffordability.”

The Minister of Housing and Urban
Development, Phil Twyford, appears to
be following a similar approach to his

predecessor, Nick Smith, by criticising
Auckland Council and proposing to
over-ride the Auckland Unitary Plan,
which took years and multi-millions of
dollars to create.

He argues that a lack of available
housing in Auckland is largely due to
ineffective land use planning, which is
the council’s responsibility.

Instead, Twyford has committed to
introducing a single Urban Develop-
ment Authority (UDA) in Auckland
whichcouldbeestablishedby late 2019.
The UDA would be empowered to
control the redevelopment of neigh-
bourhoods in existing urban areas.
Approximately 15 areas have been
proposed inAuckland, withMount Ros-
kill and Northcote featuring highly.

Whether Twyford’s proposal will

alter the consent process to the extent
of pleasing businesses is a point of
contention. But only 7 per cent of
survey respondents agreed the council
administration of the RMA was cur-
rently working for business. Some 62
per cent thought it wasn’t; 31 per cent
were unsure.

Businesses hope Twyford’s changes
will alleviate some of the costs now
incurredduring the consentingprocess,
and that the UDA reform will bring
change that benefits small and large
businesses alike.
Business rate
Another point of contention with
councils has been whether busi-
nesses should be required to pay
higher rates than residential rate-
payers.

Opinions were split: 34 per cent of
respondents to the Herald’s CEO sur-
vey felt businesses should pay higher
taxes, 46 per cent were opposed, and
20 per cent were unsure.

After the 2010 amalgamation of

local councils to form Auckland
Council it was found businesses were
paying 34 per cent of total rates, or
2.63 times more on average than
residential ratepayers. Under the
council’s long-term differential strat-
egy (LTDS), this was to slowly reduce
to 25.8 per cent by 2036/37, or a 1.63
times premium, “approximately at a
level that reflects the tax and GST
advantages businesses have over
residential ratepayers”.

However, in the 2017/18 budget,
the council voted to raise business
and residential rates equally, pausing
the differential reduction. Some 66
per cent of public submissions were
in favour of this processwhichwould,
according to Heart of the City, keep
businesses paying an average of 2.73
times more than other ratepayers.

Among those against maintaining
the rates differential is the EMA’s Kim
Campbell who argues business
already carries a disproportionate
share of the burden.
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Campbell retains sunny outlook
Kim Campbell’s big issues
● Top three issues facing the nation

Uncertain policy future
Infrastructure needed everywhere but no appetite to
fix the systems (such as RMA, Land Transport and
Local Government Acts) which hold things up
Poor capital allocation leading to poor productivity
growth

● Biggest achievement past 12 months
Makingmeaningful progress on bipartisan support for
planning systems reform

● Biggest regret past 12 months
Failed tomakemuch headway in profit growth

● Top three business priorities next 12 months
Reduce debt in anticipation of a governmentmeltdown
Figure out what government policy change ismost
likely to come first
Find new opportunities for investment outside New
Zealand

“
It was a gloomy outlook
(following the GFC) and I

wanted to be part of raising the
mood.

Kim Campbell

C hief executive KimCampbell
signs off from the EMA say-
ing the organisation and the
country’s economy is in

good heart but regulatory change
needs to speed up, writes Graham
Skellern.

Kim Campbell leaves the Em-
ployers and Manufacturers Associa-
tion (EMA)after sevenyears believing
the country is in a strong economic
position but he is looking forward to
seeing some clear-cut and prudent
public policy from the Government.

He says there’s “a bit of disconnect”
between government policy and the
economy.

“The underlying (economic)
fundamentals are strong.Wehave the
best terms of trade for a generation.

“We are getting more for the stuff
we are selling and the prices for our
imports haven’t risen too much. The
only way it can be screwed up is bad
public policy.

“We are in a world with rapid
change and we need our institutions
to change accordingly,” Campbell
says.

“We need to increase the pace of
regulatory reform so our institutions
are in step with changes in techno-
logy and our trading partners.

“There are 150-odd reviews and
nobody knows where they will land.
Then, there will be lots of argument
about priority and spending.

“People see ambiguity and that
doesn’t help business confidence.”

Campbell, who has led manufac-
turing and exporting businesses in
New Zealand, Australia and Philip-
pines, is stepping down from the EMA
at its annual meeting on November
22.

He joined the EMA when New
Zealand was coming to grips with a
new economic future following the

global financial crisis — the worst
recession since the Great Depression
of the 1930s.

“The country was in deep melan-
choly, John Key was finding his feet
and kids were leaving New Zealand.
It was a gloomy outlook and I wanted
to be part of raising the mood — such
as investing in infrastructure, building
a technology base and getting
entrepreneurs inspired.”

Campbell says New Zealand came
out of the recession quicker than
most. “John Key and his team, especi-
ally Bill English, were fiscally prudent
and made us match-fit.

“We had a high dollar and strong
exports and that was a real achieve-
ment.”

He says New Zealand has a
phenomenal future. “We have a won-
derful combination of a well-
educated, smart population and a
great place to live and work. And we

have a lot of friends (internationally).
“We have public servants and poli-

ticians who have New Zealand’s in-
terest at heart, and we have got a lot
of core values right. It’s only at the
margins where we argue. It’s a good
spiritedplace andwecanhavea good
healthy debate over it.”

Campbell says one worry is that
disposable wages are not high
enough. The answer is not increasing
the headline rate but rather making
it more affordable to live.

“The percentage of earnings going

into accommodation costs is too
high.”

He says theproposedemployment
law changes have created uncer-
tainty. “If they are enshrined in law,
we will return to the stagflation and
industrial unrest of the 1980s.

“An uncertain employment law
landscape alsomakes the prospect of
hiring anyone a nightmare.”

Campbell says the Government
needs to carefully and prudently de-
velop important public policy
changes such as wage setting mech-

anismsand industrial relations frame-
work — “or else we may become
uncompetitive.”

He says the country needs a
regime of regulatory reform that
deals with new technology — “we
need to cope with developments like
artificial intelligence and deal with
climate change so we don’t have a
bunch of stranded assets.

“We need to see a road map and
we are not quite there yet.”

Post-EMA, Campbell is planning to
do a bit more fishing but he will also
focus on increasing his directorships
and helping businesses. “I can’t do
more of that when I’m still here (at
EMA).”

He is happy that he will be leaving
EMA in good heart.

“We are respected as an organisa-
tion that provides good services to it
members — a responsible, moderate
but progressive voice for business.”

MOOD OF THE BOARDROOM
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Call us today and let us help you, 0800 300 362.

WE HAVE YOU COVERED
Whether you need quick advice right now, someone
to come in and visit you or an expert employment
lawyer to represent you; at the EMA we have your
employment relations covered.

ADVICELINE
As an EMA member if you need free prompt advice from an
employment relations specialist you can call or email the AdviceLine
service, operating Monday to Friday from 8am to 8pm.

CONSULTANTS
If you want someone to come in and work alongside you
in your organisation to handle difficult employment relations
issues, then an EMA consultant is there to help you.

LEGAL
Should you need legal advice and/or legal representation
EMA Legal is your first port of call. EMA Legal is a team of
highly experienced employment lawyers who solely act
for employers at exclusive EMA member rates.
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Anne Callinan’s
Top Three Issues
● Funding infrastructure

● The gap between rich and
poor leading to instability

● Trade terms internationally

NewZealand is currently
experiencingadisconnectbetween
economicperformanceandpeople’s
confidence—adynamic that hasn’t
beenplayedout before, saysAnne
Callinan, chair of law firmSimpson
Grierson.

Theunderlyingeconomy is
strong, shownby the increase inGDP
to 1 per cent for the secondquarter,
yet business andconsumer
confidencehasgonedown, says
Callinan.

“I guess it’s partly todowithanew
Government and leadinga true
coalition for the first time.Our clients
are still doingwhat theyplannedbut
theuncertainty in thebroader
economy ismaking themthink twice.

Anynewgovernmentwill always
create adegreeofuncertaintywith
business as theydevelopand
implementnewpolicies. Good
communication is key, and I’mmore
optimistic thanpessimistic,” she
says.

“Theabruptmanner inwhichnew
offshoreoil andgasexplorationwas
ended is agoodexampleof thenew
Government creatinguncertainty for
an industry sector. And theproposed
employment lawchangeshave
certainly affectedoverall business
confidence, especially amongstour
country’s largepool of SMEs.”

Callinan saysGovernment
ministershavemetSimpson
Grierson staff andkeyclients and
“theyaregoodcommunicators.We

hadgooddiscussions and theyhave
beenwell-received.”

She says employers are rightly
concernedabout implicationsof
several of theproposedchanges in
employment lawbut this debate
needsbalance— theproposed
changesaren’t all bad forbusiness.

Her firm’s survey showedNew
Zealandemployers aregenerally
supportiveof increasedemployee
protection— they’d simply like to see
acommonsense approach to several
of theproposed changes, suchas
unionsaccessingworkplaces
without employer consent, their
ability tooffer an Individual
EmploymentAgreement alongsidea
CollectiveAgreement, anda
discontinuationof a90-day trial for
all employers. “Wedon’t see the
90-day trial periodbeingusedvery
often, and I don’t think there’s a
problem.Wearehappy that the
HolidaysActwill be reviewed— it’s
ananachronistic, overly complex,
extremelydifficult pieceof
legislation toapply.”

Inherbusiness, Callinan says “we
are seeing strongdemand this year
acrossmostparts of the firm. There
is strongcommercial activity and
strong (commercial and regulatory)
litigation.”

Oneof themain constraints is
findingand retainingkey talent. “We
arebusier thanwehavebeen, and
lawyershavemorechoices about
where towork.

David McLean’s
Top Three Issues
● Tradewars

● Environment

● Productivity

Therearebigger talentpools outside
Auckland thatbusinesses aren’t
really tapping into, saysWestpac
chief executiveDavidMcLean.

Thebankwould certainlybe
willing to spreadoutsideAuckland.

”Theenabler really is
infrastructure. It has oftenbeen the
roadblock,” saysMcLean.

“Thebest thing theGovernment
cando is invest in infrastructure in
places that need it.”

He says takebroadbandasan
example,where the roll-out inNew
Zealandhasactually beenavery
successful roll-out.

“Youonlyhave togo toAustralia
andask themabout theirNBNand
you realise thatwe’re in amuch
better position.

“We’vegot aTaihapebranch, for
example, takingoverflowcalls from
thecall centrebecause theywanted
to trial that.

“That justwouldn’t havebeen
feasible in thepast.

“So it’s a casewhere,when the
infrastructureexists,wecanmake
differentdecisions.”

McLean’s stance is in linewith the
87per cent of survey respondents
whoagreed therewasa role for
largerbusinesses toworkwith
Government tohelp sustain the
economyofprovincialNew
Zealand.

McLeansaidWestpacwould
“certainlybewilling” to takepart in
adiscussionwithRegional Economic

DevelopmentMinister Shane Jones,
thePrimeMinister andothers.

“It is a three-way thing. It’s
Government, business and, in
particular, it’s the regional
communities.

“An important thing thatwecan
all helppush the regions todo, is to
agreewhat their ownpriorities are.
I don’t know themall, but someof
themhave really good local
organisations that aredoing that.

“In theManawatu,MalcolmBailey,
who’s onourboard, chairs one.
There’s one in theWestCoast of the
South Islandwhich is pretty
impressive.

“But I’mnot sure that’s consistent
around thecountry.”

McLean favoursbuildingdeeper
capabilitywithin a region—because
”theyknowbestwhat’s needed, but
thenbusiness andgovernment
coming together I thinkwouldbe
good.”

He says it is adeeper issue than
just airline flights orbranchclosures
whereAirNewZealandand the
bankshavecomeunder fire from
Jones.

“It’s abouthowwegrow these
regionsandmake themviable for the
future, not for somepastmodel.

Other issues concerningMcLean
are theFutureofWork,where the
banking industry itself is preparing
toautomatea lot ofmanual clerical-
typework inoperationsareas in a
relatively short period.

In the past 12 months:
Biggest Achievement
GettingCPTPPacross the line
Biggest Regret
US leavingTPP
StephenJacobi,NZIBF

Biggest Achievement
Record results
Biggest Regret
Whyhave regrets?Awasted
emotion
DonBraid,Mainfreight

Biggest Achievement
Avoice frombusiness to the
newGovernment
Biggest Regret
That thevoicewasn’t loud
enough
Michael Barnett, Auckland
Chamber



The New Zealand Herald | Wednesday, October 3, 2018 nzherald.co.nz # E25

MOOD OF THE BOARDROOM

Steady as she goes in AK market

Peter Thompson’s Top
Three Issues
● A global disaster that puts

everyone on alert

● Making enough profit after the
additional costs being applied to
business today

● Leadership

“ KiwiBuild is working in the
right direction tomake housing
more affordable — that’s what

we need for our future.

Real estate boss
Peter Thompson
doesn’t see house
prices falling in the
short term

Home owners and buyers will experi-
ence little change in the Auckland
property market over the next 18
months, with prices holding up, says
Barfoot & Thompsonmanaging direc-
tor, Peter Thompson.

“We still have a shortage of homes,
interest rates are low and migration
to the city will continue — the factors
for wanting to buy property are still
there,” he says.

Thompson says economists and
media view the market over a month
rather than taking it out to a 12-month
period. Over the past year there has
been little movement in prices — up
.02 per cent.

“Theyhaven’t gonedownandover
the next 18 months you’ll see some-
thing similar. Once apartment pro-
jects are completed people will have
more choice and prices may reduce
a little.

“Interest rates are likely to remain
at current levels for the next two
years — unless something globally
goes wrong. But people see New
Zealandas a safehavenandwill come
here for the living environment,” says
Thompson.

He accepts there’s been a
slowdown in the market, but he says
extending the bright-line test and
introducing loan-to-value restrictions
have had little impact. “The big one
is the Chinese Government changing
policyonhowmuchmoney residents
can take out of the country.”

Thompson says KiwiBuild is work-
ing in the right direction to make
housing more affordable — “that’s
what we need for our future.” His
company is marketing the first
KiwiBuild development at McLennan
Park, Papakura with 12 three-
bedroom and six four-bedroom
homes selling for $549,000 and
$615,000 respectively.

“‘We had 500 people through on
the first day,” he says. “They could see
they are being given the opportunity
of getting into a modern, well-built
first home. There were people from
Palmerston North, Papamoa, Hamil-
ton and North Shore happy to be part
of it.

“[House] prices around the country
have gone up while Auckland has

been stable for six months. The rest
of the country is catching up and it’s
not quite as enticing moving to the
provinces.”

Thompson says the costs and time
taken to obtain resource consents is
the biggest handbrake for all future
building. The way consents are
managed by council needs total re-
vamp with urgency.

“Council needs to create a simpler
process. Instead of having to put in
five or six applications (after provid-
ing further details), why doesn’t coun-
cil tell the builder what information
they want and get it done with one
application. And the number of
inspections can be tightened up to
one rather than three.”

Thompson says additional bureau-
cracycostswereeating into company

profits. “First we had the Health and
Safety Bill and nowwe have the Anti-
Money Laundering Bill covering
more businesses.

“It’s going to cost. All three of us
— real estate firms, lawyers and banks
— will be doing searches and there
will be a lot of duplication for one
transaction.”

Thompson says real estate is a
stressful profession — “we do see a
lot of personal situations” — and
Barfoot & Thompson is planning to
introduce a wellness programme
with guidance from Sir John Kirwan.

“We do need to look at how our
people adapt to change and how they
can have a better life. We are a family
firm with family values and we are
taking these values to another level,”
he says. — Graham Skellern

We simply needmore homes

“
Scarcity of skills, lack of affordable

build-ready sections, consent delays
and construction cost inflation

conspire to frustrate government’s
objectives.

Do you think the
Government’s moves
to constrain house
price growth will help
the housing crisis?

40%

Yes

45%

No

15%

Unsure

Are you concerned
Auckland house
prices could follow
major Australia cities
and experience price
drops?

36%

Yes

53%

No

11%

Unsure

Many CEOs are not
impressed by the
foreign buyers
ban and they say it’s
time to sort out
regulatory issues,
reports
Graham Skellern

P utting constraints on the
housing market will help
dampen price rises in the
short term but do little to

improve the supply of homes, the
chief executives said in the Mood of
the Boardroom survey.

The Government has banned
foreign buyers from purchasing
existing homes in New Zealand and
has extended the bright-line test from
two to five years.

The ban was imposed to stop
wealthier overseas buyers out-
biddingNewZealanders for the home
of their dreams,while houses arenow
taxed on the capital gain if they are
soldwithin fiveyears fromsettlement
(starting from October 1, 2015).

KiwiBuild is under way with the
Government committing $2 billion to
deliver 100,000 affordable homes for
first-time buyers over the next dec-
ade. Half of those will be in Auckland
and involve greenfield and urban
development regeneration projects.

The moves will help curtail house
price inflation but, except for
KiwiBuild, won’t add to the amount
of housing stock, said David McLean
of Westpac Bank.

Greg Loweof Beca said “these have
been sensible and practical moves”.
A tourism boss said the issue was
supply of housing. “Fix that and the
issue will resolve itself.”

Don Brash of ICBC NZ Bank
believed the moves might help at the
margin but the real issue was
reforming the way local government
constrained land supply and delayed
the consenting processes — as the
Productivity Commission pointed
out someyears ago. “TheSpeech from

theThrone contained apledge todeal
with these issues. To date, progress
has been slow,” he said.

A developer said themoveswould
not only affect prices but some of
them would make positive structural
changes to the market.

“I don’t think the foreign buyers
ban will have a particularly big effect
but the extension of the bright-line
test will limit purchase for pure capi-
tal gain and hopefully encourage
those who do invest to buy with a
long-term horizon,” she said.

“KiwiBuild will encourage themar-
ket to provide options in the less
unaffordable range. New builds
under $650,000 have gone from be-
ing 50 per cent of the market in 2010
to 5 per cent in 2018.

“Anything which encourages a
change in this is a positive thing for
availability of affordable supply,” the
developer said.

An ICT boss said though the
changes might alter the demand side,
it was the difficulty of providing
supply that would be the problem.
Scarcity of skills, lack of affordable
build-ready sections, consent delays
and construction cost inflation
conspired to frustrate the Govern-
ment’s objectives.

A banking chief agreed, saying lack
of supply was the big issue and the
Government was doing little to
address the regulatory issues driving
this. “KiwiBuild was just reshuffling
the deck chairs.”

An exporter said that to some

degree, it was a shame foreign buyers
were not constrained a lot earlier. “If
all the properties owned by foreign
buyers were in New Zealand resident
hands, there would be enough ac-
commodation for thosenot inhouses,
the house price bubblewouldn’t have
been so big and housing would be
more affordable.”

However, Matthew Cockram of
Cooper and Company NZ said the
foreign buyer ban was xenophobic
nonsense: “little more than window
dressing and shameless populism.”

A shipping boss said banning
foreign buyers would not affect the
right parts of the housing market.
New Zealand needed foreign invest-
ment in the housing market.

An energy boss liked the bright-
line test extension but said the Gov-
ernment still hadn’t dealt with net
migration as promised at the election,
or the costs of housing materials,
labour productivity and land .

A company chair said net mi-
gration was the biggest driver of
housing demand but the dilemma
was the need for migrant workers.

Auckland house prices
The chief executives are not
convinced Auckland house prices
will follow the trend of major Austra-
lian cities and experience price drops.

Anne Walsh of Global Everyday
Marketing said until the supply of
houses exceeded demand, prices
would hold at their current level.
They would only drop when:

● the number of houses are in
excess to needs, and consumers
choose not to buy at the higher prices

● there are changes in the tax
structure, for example depreciation,
and capital gains taxes on residential
investors

● the Reserve Bank imposes in-
come versus long level requirements
for banks, for example 3.5 times as in
Europe

Beca’s Lowe weighed in, saying
increased supply would cause a pla-
teau in prices “aswehave seen in past
growth periods”.

An ICT boss said if immigration
continued at its current lower level
and nothing much happened to im-
prove regulatory bottlenecks, the
continued high construction cost in-
flation of 8-10 per cent a year,
compounded over time, would raise
the cost of newly constructed homes.
“This will have the effect of providing

a floor to any potential price decrease
of existing homes,” he said.

A legal firm boss said a drop in
prices was a necessary correction.
“This is the only way housing is likely
to become more affordable. The
longer we wait the worse the correc-
tion will be.”

An agribusiness chief said prices
were overheated and would fall,
causing pain. “It is inevitable as they
are far too high.”

Roger Partridge of the New Zea-
land Initiative said the greater evil
was pricing New Zealanders out of
the housing market, hindering labour
mobility and high rents, causing pov-
erty.

Housing workers
Nearly 40 per cent of CEOs agreed
pressure was increasing to retain and
attract workers in Auckland because
of a lack of housing availability at
affordable prices. In some cases this
was leading to higher wage demands.

An energy boss said this was
increasingly becoming an issue for
lower-waged employees living in
Auckland. Travel times and distances
were a related factor.

Another energy chief said “it’s a
very big issue for us in Auckland to
both attract and retain employees.
The lifestyle proposition is challeng-
ing in Auckland and this is also
fuelling wage pressure.”

A law firm boss said “we have
specific examples of people who de-
clined roles in Auckland because of
the housing cost,” while an
agribusiness chief said the house
prices were driving wage growth
demands significantly.
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It’s no longer business
The Coalition’s mixed bag of policies has sparked uncertainty for some 400 BusinessNZmembers

Taxes

57%

don’t support a capital gains tax.

62%

are concerned New Zealand’s
headline corporate tax rate is not
sufficiently competitive to attract
foreign investment.

Employment

61%

say employment law changes are a
major barrier to improving
confidence for the business
community.

48%

say labour shortages and finding the
right staff limits their business
confidence.

R&D

43%

support an R&D tax credit incentive

34%

favour a reduction in the corporate
tax rate, applicable to all businesses,

13%

feel the existing grants regime is
adequate.

Response to strikes

46%

per cent of respondents feel the
Government is not handling
negotiations and strike action by
nurses, teachers and government
staffers well

15%

of respondents think the
Government’s response has been
appropriate.

The big concerns

61%

Employment law changes

48%

labour shortages

58%

general uncertainty around the
impact of current Government
policies

Mood of the
Boardroom
Gabrielle Penn

T he Labour-NZ First Coalition
Government has introduced
many changes affecting the
business sector, bringing

both uncertainty and excitement,
suggests a recent survey conducted
by BusinessNZ.

Proposed employment law
changes and the general uncertainty
regarding the effect of Coalition Gov-
ernment policies are of major con-
cern to many survey respondents
who see them as barriers to improv-
ing confidence in the business com-
munity.

BusinessNZ put 15 questions from
the New Zealand Herald’s Mood of the
Boardroom CEOs survey to its
broader membership which includes
SMEs.

The survey received 407 re-
sponses from NZ companies, ranging
in size, region, and sector. There were
many common themes recognised,
but certain industries appear to be
impacted in different ways and thus
have different perspectives on a
range of policies.

Particularly, there are split
opinions regarding themost effective
policy to increase R&D spending as
a proportion of GDP — a number
which is widely accepted to be too
low at 1.3 per cent — to 2 per cent.
While many would welcome an R&D
tax incentive, as proposed by the
Government from 1 April 2019, others
propose a reduction in the corporate
tax rate, applicable to all businesses,
would encourage greater R&D and
innovation.

The survey results show housing
remains an issue, with many busi-
nesses finding it hard to retain
workers due to affordable housing
availability.

BusinessNZ chief executive Kirk
Hope suggests some of these con-
cerns and the increased negative
sentiment may arise from a lack of
knowledge combined with a lack
clarity on the part of the Government.
“We have had a lot of communication
about social policy, but people quite
rightly want to understand where
economic policy is going,” he says.

“TheGovernment has got to clarify
the economic component a bit more
and the role it plays in the overall
policy programme. It’s still not clear”.

Capital Gains Tax
The proposed capital gains tax, ex-
cluding the family home, has been
labelled unfair and ineffective by
many survey respondents, with 57
per cent reporting they don’t support
its introduction. Interestingly, this is
a slight fall from 59 per cent in the
2017 election survey, but sentiment
effectively remains on par with the
measure.

“I don’t support it. If it happens it
needs to apply to all businesseswhen
sold for aprofit, not just housing,” says
Barfoot and Thompson director Kiri
Barfoot.

“It won’t stop house prices increas-
ing, it hasn’t had that impact over-
seas.” Many respondents took a simi-
lar view, noting that Australia, the UK,
Canada and the US all have capital

gains tax regimes policy and have
experienced property price booms
regardless.

Others believe a capital gains tax
is necessary from an equity perspec-
tive. Somerset Marketing’s Tony
Marks says “the current distortions of
returns on capital in the housing
market versus other investments
need to be addressed”.
Cutting the corporate tax rate
Of the 36OECDmember nations, New
Zealand currently has the 7th highest
headline corporate tax rate, standing
at 28 per cent.
An overwhelming majority of
respondents, 77 per cent, feel the
Government should consider a
phased reduction of the headline
corporate tax rate to 25 per cent by
2027 matching Australia (which will
apply this rate to companies with less
than A$50m revenue), only 10 per
cent oppose this idea.

Of concern is aperception thatNZ’s
current 28 per cent headline corpor-
ate tax rate is deterring foreign invest-
ment by not being sufficiently inter-
nationally competitive — 62 per cent
of respondents indicated they
believed this was the case.

Kiwi Bus Builders managing direc-
tor Richard Drummond believes the

benefits of reducing the corporate tax
rate would be twofold. “Most com-
panies reinvest the greater portion of
their profits, so the benefits would be

both reinvestment and helping to
keep us internationally competitive”.

Michel Ladrak, managing director
of Transdev, argues that we cannot
simply follow Australia without
carrying out our own sensitivity
analysis. “NZ is so different from
Australia considering the size of the
market, the availability of resources
and the number of projects. Other
considerations may be at play.”
Current R&D grants regime isn’t
supported
New Zealand businesses’ failure to
invest in significant research and
development continues to be a
talking point for businesses and Gov-
ernment as NZ’s business expendi-
ture on R&D remains well below the
OECD average of 1.65 per cent of GDP.

Respondents had split opinions
regarding the best policy to encour-
age greater research, development
and innovation. Just 43 per cent
support an R&D tax credit incentive;
34 per cent favour a reduction in the
corporate tax rate, applicable to all
businesses, and only 13 per cent feel
the existing grants regime is ade-
quate.

Those who oppose the introduc-
tion of a tax credit incentive, such as
Daniel Reurich from Centurion Com-
puter Technology, are fearful it could
bemisused: “A tax credit can be easily
scammed”. Instead, he feels a re-
duction in the corporate tax rate
allows businesses to carry the risks

and rewards, “Many businesses don’t
need a lot of R&D but would benefit
from a lower corporate tax rate,
allowingmore profit to be re-invested
in the business”.

For Noel Reid of AMS, businesses
need to acknowledge the benefits of
the current system that won’t accrue
to some firms if NZ shifts away from
a grants system to R&D tax incentives
or a reduction in the corporate tax.
“There is a huge cash flow advantage
with Callaghan growth grants,
compared to the other options. This
has not been adequately recognised”.
Employment Law
Theproposedchanges to theEmploy-
ment Relations Act, currently in front
of Parliament, whichwill impose new
requirements on business and
change how unions are treated in the
workplace, are seen by BusinessNZ’s
membership as the largest barrier to
improving confidencewithin the gen-

eral business community and their
own businesses.

Two proposed changes which par-
ticularly concern survey respondents
are the removal of 90-day trials for
companies with more than 20 em-
ployees, and allowing unions to enter
the workplace without notification.
Some 70 per cent of respondents
identified the removal of 90-day trials
as a concern; 68 per cent ticked
unions entering the workplace with-
out notification.

Other proposed changes include a
compulsory requirement for busi-
nesses to take part in collective
bargaining and reach agreementwith
unions on outcomes (62 per cent). If
the business fails to reach an agree-
ment, the courts will be empowered
to intervene and impose an agree-
ment.

Some 61 per cent were concerned
that businesses would not be allowed
to opt out of multi-employment col-
lective bargaining; 35 per cent were
opposed to a requirement for em-
ployers to pass information about
unions to prospective employees; 23
per centwereworried theywouldnot
be able to impose partial pay in
response to partial strikes.

The survey does show that six per
cent had no concerns over the legis-
lation.

For Andy Wilkinson of Misha’s
Vineyard Wines, there has already
been a negative impact. “Casual
labour rate rises has made hiring
additional vineyard staff
unaffordable.”
Government’s response to strike
action
Some 46 per cent of respondents feel
theGovernment is not handling nego-
tiations and strike action by nurses,
teachers and government staffers
well, with only 15 per cent believing
the Government’s response has been
appropriate.

Malcolm Hendry of Chatsford
Management suggests the Govern-
ment needs to tread cautiously. “By
giving in to strike action, this Govern-
ment is setting up the country to be
held to ransom by a range of
government-funded sectors.”

Others say they understand the
Government’s predicament recognis-
ing higher expectations would
always be placed on a Labour Gov-
ernment and that they are now suf-
fering fromraising expectationswhile
in Opposition.

Furniture Components NZ manag-
ing director Robert Phillips, supports
the pay rises which have been
awarded by the Government, feeling
they are both justified andwill benefit
the economy at large.

“I think they are all well overdue
pay reviews. Once agreed this will
return more money for circulation
through themarket rather than sitting
in government coffers, which will
help businesses in general”.
Housing still an issue
The housing crisis may appear to
have been slowed, but the survey
results suggest the issue is still
impacting on New Zealand busi-
nesses negatively, with 23 per cent of
respondents reporting difficulties re-
taining workers due to a lack of
affordable housing.

Fulton Hogan is one significant
company facing this issue. Mike
Brummitt of Community Care Trust
says,“we have operations in Central
Otago and this is a major issue for us”.

Adept founder Murray Fenton is
not struggling to retain workers due
to unaffordable housing. But he ac-
knowledges that that is “only because
we pay well”.
Business confidence
When asked what they believe to be
the major barriers to improving con-
fidence for both themselves and the

Achievements and regrets

Best Achievement: Opening two new branches
across NZ Biggest Regret: Not spendingmore

timewithmy family.
Andrew Berry

Superior Personnel

Leaders share their best achievement and biggest regret over the past 12 months

Best Achievement: To
survive a legal battle

with a large
international company

as well as regain
customer business that

had gone offshore.
Biggest Regret: Not

being able to financially
rewardmy staff as
much as I feel they

deserve to be rewarded.
I couldn't cut my salary
to do so as that was one
of the first things to go!

Jacqui Buckton-Day
Goldfields Print & Packaging Ltd

Best Achievement:
Increased footprint into
China Biggest Regret:
Casual labour rate rises

(minimumwage)
making hiring

additional vineyard
staff unaffordable.

AndyWilkinson
Misha’s Vineyard

Best Achievement: We
sold a business line

Biggest Regret: Pay
equity settlement has

hadmajor ripple effects
on parity with other
staff groups seeking

more
Maggie Owens

Bupa New Zealand

Best Achievement:
Unexpected business

growthwithmuch
better margins than

historic work. Biggest
Regret: That Labour

got into government...
otherwise nothing in

our business.
Brett Wilson

Watchdog Security Group

Best Achievement:
Redevelopment of

aging infrastructure
Biggest Regret A

change in Government
with proposed change

in employment law
going backwards from

the existing laws
Shirley Hiscock

Panmure Orchards.
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Clear path will help with confidence

Kirk Hope’s Top
Three Issues
● Fixing capacity constraints in

infrastructure, population growth

● Policy certainty for investment

● Housing

There are people amongst the
80,000 not in education,

employment or training who
won’t be work-fit.

The Government should
focus on that.

“

Grant Robertson should putmore effort into developing a coherent economic strategy, says BusinessNZ’s Kirk Hope

T he present Labour-led Coali-
tion Government needs to
beclearer in communicating
its economic policy to give

businesses certainty and the confid-
ence to make long-term investments,
says Business NZ chief executive Kirk
Hope.

“There hasn’t been much policy
about business — and if there has
been, it’s not stuff business has seen
as positive.”

Hope suggests Finance Minister
Grant Robertson should put more
effort into managing government
spending and developing a coherent
economic strategy.

He says business confidence is
“pretty weak” because of a combina-
tion of factors: policy changes, indus-
trial relations situation and the de-
cision to stop offshore oil and gas
exploration.

“It was the way the decision was
made (without consultation with in-
dustry),” he says. “Rather than focus-
ing on stopping the exploration, itwas
actually the process that made
people pause and thinkwhether their
business will be impacted by a gov-
ernment decision they haven’t seen
coming.”

Hope is not struck on the prospect
of a 2019 Wellbeing Budget being
based on a broader set of living

standards rather than traditional
economic measures such as GDP.

“We need measures on economic
performance that are understood in-
ternationally, and our economy can
be compared with others.”

He is also hoping the Employment
Relations Amendment Bill “won’t go
through unchanged.”

The bill, according to Workplace
Relations and Safety Minister Iain
Lees-Galloway, is designed to provide
greater protections to workers,
especially vulnerable workers, and
strengthen the role of collective
bargaining in theworkplace to ensure

fair wages and conditions.
Hope points to four areas of the

bill that should be removed or
amended:

● The requirement for businesses
to take part in collective bargaining
and to reach agreement with unions
on outcomes

● Businesses are not allowed to
opt out of multi-employer collective
bargaining

● Unions may enter the work-
place without notification

● Businesses with more than 20
employees are not allowed 90-day
trials

Hope says strengthening the good
faith provisions would remove the
duty to conclude bargaining.

Businesses should be given 24
hours’ notice before unions enter the
workplace.

If medium-sized businesses were
involved in multi-employer collec-
tive bargaining, then this could be

used as a counter-measure, he says.
“Take the example of ports which
have multi employers and multi
unions — if a union strikes, the port
shuts down and that would be cata-
strophic, even if it is for a short period
of time.”

Hope says the Government should
be investing more money into mak-
ing assessments and ensuring people
are work-ready rather than removing
the 90-day trial (for businesses with
more than 20 employees).

“There are people amongst the
80,000 not in education, employ-
ment or training who won’t be work
fit. The Government should focus on
that.”

Hope says the Government must
make sure it keeps ahead of the
infrastructure curve — such as hous-

ing and transport — as the population
grows. “There needs to be a strategy
around population growth — where
people live and how they connect to
where they work.

“We are seeing increasing demand
for our goods and services. If we are
not able to meet that demand with
our domestic population, then the
people coming inmust have the skills
available to fill that demand and
supply the goods and services.

“We are aware of how the markets
are opening up for us — nine Free
Trade Agreements going to 19 with
the CPTTP and the prospect of more
than doubling that with the European
Union agreement.

“There is a great opportunity for
New Zealand,” Hope says.

— Graham Skellern

Key findings
Business confidence — The three major barriers to improv-
ing confidence are employment law changes, general
uncertainty around the impact of current Government
policies and labour shortages/finding the right staff. The
level and quality of government spending was the next
greatest cause of concern.
Employment law changes — Of greatest concern to

BusinessNZ survey respondents are: Axing 90-days trials
for businesses with more than 20 employees (70%),
allowing unions to enter the workplace without notifi-
cation (68%) and businesses not being allowed to opt-out
of multi-employer collective bargaining (61%). Of lesser
concern are proposals such as partial pay not being
allowed in response to partial strikes.
Capital gains tax — While 57% do not support a capital

gains tax that excludes the family home, currently being
considered by the Tax Working Group, 32% are in favour,
a shift upwards from 28% in 2017.

Rates — 57% are against requiring businesses to pay
higher rates than domestic ratepayers; 27% feel they
should, and 16% were unsure.
Research and Development — Opinions are split over

the best policy to encourage greater R&D and innovation.
43% feel it should be through an R&D tax incentive, 34%
believe it would be through a reduction in the corporate
tax rate, applicable to all businesses, and just 13% feel the
existing grants regime should be maintained.
Housing—23%of respondents are finding it hard to retain

workers due to housing availability at affordable prices;
68% are not.
Resource Management Act — Only 6% feel the council

administration of resource consents under the Resource
Management Act is generally positive for business; 66%
feel this system isn’t working for businesses. The most
common reason for this was the lack of efficiency and
time the process takes.
Corporate tax — An overwhelming majority, 77%, were

in favour of the government considering reducing the
headline corporate tax rate to 25% by 2027, to match
Australia. 62% are concerned New Zealand’s corporate tax
rate is not sufficiently internationally competitive to attract
foreign investment.
Strikes — Only 15% feel the Government is handling

negotiations and strike action by government staffers well,
with 46% saying they are not.
Priorities — A large number of survey respondents listed

finding and retaining qualified staff as a priority for the
next 12 months. Others noted they’ll need to spend time
adjusting to the new policies imposed by the Government.

as usual

Administration of the
Resource
Management Act

6%

of respondents feel this is generally
positive for business

66 %

feel it is not

Business v domestic
rates
Askedwhether businesses should be
required to pay higher rates than
domestic ratepayers, themajority of
respondents

57%

were against the proposition

27%

were for it

16%

were unsure

general business community, respon-
dents were clear.

The largest three concerns were
employment law changes (61 per
cent), labour shortages and finding
the right staff (48 per cent) and gen-
eral uncertainty around the impact of
Government policies (58 per cent).

Other concerns include the quality
of government spending, exchange
rates and the level of the NZ dollar,
and infrastructure constraints.
RMA needs a review
Business bugbears over the Resource
Management Act appear to be an
ongoing trend. In 2017, 36 per cent of
respondents felt it was “broken”, and
58 per cent felt it could work if it was
altered.
BusinessNZ’s John Carnegie points
out that the RMA “has been amended
almost as often as the number of
years that it has been in existence”,

suggesting that the patchwork ap-
proach currently adopted could per-
haps be reconsidered and “we could
do better by drafting a completely
new resource management frame-
work that is fit for purpose.”
Aparticular concern this yearwas the
council administration of resource
consents — just 6 per cent of
respondents feel this is generally
positive for business; 66 per cent feel
it is not.
The reasons vary, with many
suggesting that there has been an
increase in bureaucracy, councils are
unwilling to be proactive in resolving
issues, and that the process is too
slow.

The result is a severe reduction in
New Zealand’s competitiveness, with
the slow process causing project
delays and excessive costs.
Dave Fogarty of DTF Holdings argues
that the “whole process is a joke”, and
says he struggles to justify the cost:
“charges of $120 per hour are charged
for consents.
“We already pay the council staff
through our rates”.
A concern for Somerset Marketing’s
Tony Marks, is that “council
competency varies widely across the
country, so it depends where you
are”.
Business versus domestic rates
When asked whether businesses
shouldbe required topayhigher rates
than domestic ratepayers, the major-
ity of respondents, 57 per cent, were
against this proposition, 27 per cent
thought they should, and 16 per cent
were unsure.

AMS’s Noel Reid says the impact
of suchapolicy shouldbeconsidered.
“A primary role of business should be
to create employment for its citizens.
There should be no impediments, like
higher rates”.

Michel Ladrak of Transdev is also
concerned about the incentives
underpinning the policy, and warns
against simply imposing a policy to
“create some false sense of equality”.
Instead, he suggests, we should im-
plement policies based on “what
works best for the economy”.

Priorities
Brett Wilson
Watchdog Security Group
1.Health andSafety—Asa
security company, there’s been
increasingviolence towards staff.
Weneed todealwith thehealth
and safety implicationsof that.
2.Recruitment— Invest time in
hiringgoodstaff, andenoughof
them.
3.Marketing—We’rebringing
new technical products to the
market, andneed to spend time
marketing those.

Stuart McLaughlan
GS McLaughlan & Co
1.Labour costs—Unrealistic
movements in theminimum
wage, impacting relativity and
payequity, hasmeantwemust
prioritise reducing labour costs
whereat all possible.
2.Technology— Investing in
technology is ahighpriority.
3.Shiftingoffshore—We’re
focusingonmovingasmuchof
ourbackoffice activities as
possibleoffshore.

Rodney Sharp
Progressive Group
1.Outsourcing toChina is a
priority as ameansof reducing
exposure to impending
employment relation laws.
2.Reduce capital exposure in
NewZealand—Before theNew
Zealanddollar tanks,weneed to
reducecapital exposureand
reinvest elsewhere.
3.Growexports—Akeybusiness
priority for thenext 12months is
increasingexports by 100per
cent.

Other business priorities (for
thenext 12months) reportedby
respondents include findingand
retaining staff, ensuring their
business survives changes
brought about by theCoalition
Government, and reducing
productionwaste.Many
businesses alsodiscussed
concerns regarding the
“mispricing”of theNewZealand
dollar exchange rate andare
preparing forpossible impacts
when the rate adjusts.



Thank you to our sponsors who made it all possible

The Mood of the Boardroom CEOs Survey is presented by
The New Zealand Herald in association with Business NZ

All success is a matter of implementation.
All implementation is a matter of politics

Tom Peters
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features Grant Robertson and Amy Adams
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