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' MOOD OF THE BOARDROOM

Education

the class, again

Painstaking attention to homework before becoming a Cabinet
Minister has paid off for Erica Stanford, writes Fran O’Sullivan

rica Stanford doesn't suffer

fools. Sheis certainly not

sidetracked by current

affairsinterviewers aimingto
lead herinto a “gotcha” trap.

Not surprising when she gained
her political spurs working for
Murray McCully, her predecessor in
theblue-chip East Coast Bays seat.

Known as the “dark prince” of
National Party politics, McCully made
sure his successor debuted well once
shereached Parliament.

But her prowess as a Cabinet
Minister, administering both the
education and immigration
portfolios, is all her own work.

Stanford has held her own with the
powerful teachers’ union. Plans to
scrap NCEA are not universally
popular, but new subjects arebeing
developed for the years11to13
curriculum, reflecting the growing
importance of science, technology,
engineering and mathematicsand
equipping students for an Al future.
They resonate with business.

Her leadership hasbeen “superb”,
said Scales Corporation’s Mike
Peterson, who also singled out Police
Minister Mark Mitchell as “doing great
work”.

In the 2025 Mood of the Board-
roomsurvey, 55% of respondents
rated Stanford’s ministerial perfor-
manceas “very impressive”, up from
37%inlast year’ssurvey.

Second-ranked Winston Peters’
work as Foreign Affairs Minister was
rated “very impressive” by 23%. Other
Cabinet Ministers whose work was
seenas “very impressive” included:
Infrastructure Minister Chris Bishop
(18%), Trade Minister Todd McClay
(21%), Health Minister Simeon Brown
(15%), Mark Mitchell (12%), Defence
Minister Judith Collins (11%) and
Regional Development Minister
Shane Jones (12%).

Notably, Building and Construc-
tion Minister Chris Penk, who sits as
a Minister outside Cabinet, camein
at10th place. Hisrating with business
leaders ought to assure him a Cabinet
placeina futurereshuffle.

Inevitably, there areboth personal
and policy tensions in a three-party
Coalition Government — particularly
for the major party. Dairy Holdings
chairman Greg Gent said, “It feels like
thetwo smaller coalition partnersare
keeping National honest and driven.”

Another chairpersonadded,
“Some examples of excellent
leadership and clarity of thinking —
butmany others are distracting,
playing politics with little sense of
compelling national issues which
mustbe addressed.”

Notably neither Prime Minister
Christopher Luxon nor Finance
Minister Nicola Willis are ranked in
thetop10inthis year’s Cabinet ratings
(see B3). Actleader David Seymour,
at 3.18/5, sits just outside the top 10
Ministers.

Policy execution matters

Where the Government doesrate
highly is on its maintenance of strong
international relationships and pro-
gress on cementing new traderelati-
onships. CEOs gave these factorsan
averagerating of 3.93/5and 3.81/5
respectively. The formation of
foreign, defence and security part-
nershipsrated 3.43/5; maintenance of

How the
executive
fared

CEOs ranked the performance
of Cabinet Ministers and
others outside Cabinetona
scale where1=Not impressive
—5=Veryimpressive

1. Erica Stanford (Education) 4.38/5

2. Winston Peters (Foreign Affairs)
3.82/5

3. Chris Bishop (Infrastructure) 3.80/5
4.Todd McClay (Trade) 3.74/5

5. Mark Mitchell (Police) 3.66/5
6.Simeon Brown (Health) 3.61/5

7. Judith Collins (Defence) 3.60/5

8. Brooke van Veldon (Workplace
Relations) 3.25/5

9. Shane Jones (Regional
Development) 3.24/5

10. Chris Penk (Building and
Construction) 3.18/5

11. David Seymour (Regulation) 3.16/5
12. Louise Upston (Tourism) 3.11/5

13. Nicola Willis (Finance) 3.09/5

14. Simon Watts (Energy) 3.00/5

15. Christopher Luxon (Prime Minister)
2.96/5

16. Paul Goldsmith (Justice) 2.92/5
17. Scott Simpson (Commerce) 2.91/5

18. Tama Potaka (Maori Crown
Relations) 2.85/5

19. Andrew Hoggard (Biosecurity)
2.76/5

20. James Meager (Youth) 2.73/5
21.Karen Chhour (Children) 2.67/5

22, Mark Patterson (Rural
Communities) 2.62/5

23. Nicole McKee (Courts) 2.59/5
24.Nicola Grigg (Women) 2.58/5
25. Shane Reti (Universities) 2.57/5
26. Casey Costello (Customs) 2.51/5

27. Penny Simmonds (Environment)
2.37/5

28. Matt Doocey (Mental Health) 2.35/5

The Prime Minister’s
appointments of Simeon
Brown and Erica
Stanford to their
transformative portfolios
s paying dividends.
Winston Peters
continues to impress as
Minister of Foreign
Affairs...but maybe not
for some greyhound
owners.

Craig Stobo, Local Government
Funding Agency chairman

independent foreign policies 3.41/5.

These areas all fall within the ambit
of the four external facing Ministers:
Prime Minister Christopher Luxon,
Foreign Affairs Minister Winston
Peters, Trade Minister Todd McClay
and Defence Minister Judith Collins.

The maintenance of tight fiscal
settings — central to Finance Minister
Nicola Willis’ policy agenda — was
scored at 3.21/5.

Other ratings included: execution
and delivery of policies (3.08/5),
policy planning and consultation
with business (2.93/5) and regional
development (2.91/5).

“Turning this economy around is
critical,” said a logistics boss. “Fast
track consent is a game changer. Six
months after we applied weare
starting tobuild. . . that's what
Auckland and New Zealand needs.

“Jobs will flow as will investment
and confidence. Certainty of
direction builds confidence.”

Scales Corporation chairman Mike
Peterson observes that it was
incredibly hard for the Government
to transform the economy and
measuring success on these
measures was incredibly tough.

“Should focus on delivery ofan
environment where business and
community can flourish and this still
needs more work in spite of the
number of good initiatives under
way.”

A chairperson underlined, “Itisa
challenge to assess performance
givenitisa workin progress onissues
that will take multi-years toaddress.”
But “speed was essential”.

Some sectors — particularly
“hospo” —are hurting.

Said Pernod Ricard’s Kevin
Mapson: “With challenging economic
conditions globally coupled with
excise increases of more than 20%
over the past four years, it'sa tough
business environment.

“In this context, we welcome
changes to nonsensical regulations to
getthe economy moving. We're
seeing hospitality businesses waiting
nine months or more to getalicence
totrade. It shouldn't be this hard for
aresponsiblebusinessto geta
licence.”

Criticism warranted?

Theneed to speed up RMA reform
and remove roadblocks for
infrastructure wasrepeatedly cited.

A poorly handled pay equity
announcement that “disenfranchised
somany and so unnecessarily” drew
opprobrium from a director.

“This Government has talked big
oninfrastructure but not remotely
delivered,” said another director.

“Any government can geta free
trade agreement with India—anyone
cansignadumb deal.

“Signing a good deal long-term for
New Zealand will take patience and
time.”

There were warnings.

“Thereisno sense of transfor-
mation when that is urgently needed.
We cannot cost cut our way through
this type of secular crisis — complete
change of directionis critical,” said an
F&B chairperson.

The Government’sratings fell
away on addressing climate change
challenges (2.47/5) and supporting
Maori and Pasifika aspiration (2.36/5).

Scale1to5
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2024
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Time for a new playbook?

CEOs would like to see the Government forge a bolder path into the future

Mood of the
Boardroom
Fran O'Sullivan

EOsarelooking to

Christopher Luxon’s

Government for clear

leadership and direction as
New Zealand reaches an inflection
point.

Whereis our “North Star”, or our
“moonbets” they question,sayinga
much more ambitious — yet
captivating — pathisneeded to prize
the country out of its malaise.

That’s the prevailing sentiment
from the 2025 Herald Mood of the
Boardroom survey which comes on
top of narrowing political polls,a
faltering New Zealand economy and
unrelenting international crises.

Thesurvey attracted 150
respondents: 125 were CEOs of major
New Zealand companies, thebalance
chiefs of business organisations and
directors.

A further130respondedtoa
BusinessNZ sentiment survey which
isincluded in thisreport.

“Hopefully New Zealand is turning
the corner and has already been
through the worst of the economic
reset,” said Morrison CEO Paul
Newfield. “The biggest risk is that, as
asmall open economy, weare
knocked off course by the general
deterioration of global trade rules and
multilateralism.”

Others suggest anew playbook is
warranted.

“The current global realpolitik isin
stark contrast to the principles of the
‘Washington Consensus’,” observes
Craig Stobo, chair of the Local
Government Funding Agency.

“Are we clinging on to a hope that
diminished multilateral institutions
will still serve NZ's national interests?”

Said Forsyth Barr boss Neil
Paviour-Smith, “as we learnt on the
New Zealand Initiative trip to the
Netherlands we arenow inaworld
of the new ESG": energy, security and
geopolitics.”

In this complex environment, the
Prime Minister and Foreign Minister
have performed at their best on the
world stage, adds Paviour-Smith.

Buta private equity boss questions
if thisis enough: “With the world being
unsettled by offshore government
actions, it is disappointing to seeno
compensating Government actions
domestically. The market which we
allbelieve inhas changed.

“Therulebook has changed on
what quality and efficacy looks like.
Please make sure we are not applying
theoldrules and headingdowna
path that is unlikely to exist given
geopolitical changes.”

The Government is credited for
putting growth at the centre of its
economic agenda.

Butdebtis climbing and thereis
debate on how economic growth
shouldbe furthered, through fiscal
stimulus or major cutsin the OCR.

The Christopher conundrum

Fran O’Sullivan

The Prime Minister undoubtedly
shines onthe world stage but closer
tohome the country’s business
chiefs have delivered Christopher
Luxonamessage.

Inthe 2025 Mood of the
Boardroom survey they ranked him
atamere15th place onalist of
Ministers — inside and outside
Cabinet — putting his performance
at2.98/5.

Thisis onascale where 1equals
“notimpressive” and 5 equals “most
impressive”.

Thisis asharp drop from his 6th
placerankinginlast year’s survey.

Butitis all part of what business
peoplesay is the “Christopher
conundrum”; a prime minister who
is praised for the way he leverages
his personal brand to the advantage
of New Zealand business
internationally, but within New
Zealand has much work ahead of him
to build strong confidence with the
business community.

In his 21 months as prime minister,
Luxon has led a furious pace. He’s

Many New Zealand firms are
closing as deindustrialisation steps
up, raising questions over why the
Government has not prioritised
support measures for existing
businesses suffering from structural
issues such as adapting to energy
costs or the imposition of the Trump
tariffs.

Theupshot is thatindustries are
uninvestable at the moment said a
private equity player. While local

taken multiple business missions
into Southeast Asia, Japan, India,
Chinaand more. Those CEOs and
chairs who have accompanied him
applaud his leadership.

“The PM and accompanying
‘Team NZ’ are so unified and
powerful on trade delegations
offshore,” says Dame Therese Walsh,
chair of Air New Zealand and ASB,
and business leader of some key
missions. “Everyone gets behind the
cause and can see the impact the PM
hasin these markets.

“Harnessing this sense of
‘togetherness’ further back home to
spur on economic growthis critical
to our success. Business
collaboration and more sectoral
interactions with policy makers
would help with this.”

Walsh’s sentiment is underscored
by Downer CEO Murray Robertson.
“Having joined the Prime Minister on
his visit to Niue to open the airport
runway, | was struck by his relentless
focus and energy.

“His clear commitment todriving
economicimprovementis
commendable.”

investors will stillinvestin the
productive economy “becauseitis
home”, large structuralimpediments
such as tax uncertainty, energy costs
and volatility will put foreign
investors off.

Aresourcesboss echoed this,
saying the hands off approachisn’t
working. “They need to pick a few
winnersand invest.”

Butan energy boss underlined that
political point-scoring by both sides

The biggestrisk is that, as
a small open economy,
we are knocked off
course by the general
deterioration of global
trade rules and

multilateralism.
Paul Newfield

of Parliament will deter international
capital from engaging to support
economic growth, warning thatanew
“sovereignrisk premium”is emerging.

Getting onto a firm growth track
given therecent GDP result, presents
afiscal challenge.

Stobo said while short term
interest rates and export prices
provide tailwinds, “they are butting
up against alooming firming energy
shortage, and a weak central
government fiscal position”.

Economist Cameron Bagrie warns
that “the Government has not started
turning the books around yet.
“Spending initiatives are front-loaded
and all the savings back-loaded.”

Loss of talent

Tower Insurance CEO Paul Johnston
said attracting leadership talentin
New Zealand was becoming
increasingly challenging, especially
inareas critical to future growth.

“While we have a pool of capable
professionals, there’s a clear need to
grow our talent base, particularly in
leadership, sustainable innovation, Al
and emerging technologies, and
strategic, big-picture thinking.

“Weneed toinvestinboth
developing and attracting talent;
creating pathways for local talent to
grow, while also making New Zealand
an attractive destination for global
expertise. Despite recent headwinds
we're optimistic and things are
looking up. We've got a lot going for
usin New Zealand including our
natural environment, unique cultural
identity, our international reputation,
and relatively high quality of life.

“While challenges remain, it's time
to start shifting our focus towards
leveraging New Zealand’s advantages
and the opportunities ahead.”

But others warn of our best and
brightest heading offshore if we don’t
create economic prosperity and
therefore career opportunities.

Said alegal boss: “Paint a credible
and uplifting vision for 2030 to try
to stem the Brain Drain.

“TheIQis shifting to Australia —
Rob Muldoon will be turning in his
grave.”

Greenshoots emerging
Port of Auckland CEO Roger Gray
saysimports are now growing across
multiple trades. Car and machinery
imports are up, container volumeis
up 11.8% compared to August 2024.
“The wheelis starting to turn.
“Just get on with itand stop asking
Government to do the heavy lifting
business should be doing.”

Mood of the Boardroom

presentation

Finance Minister Nicola Willis and her key opponent,
Labour’s finance spokesperson Barbara Edmonds,
will go head-to-head in a widely anticipated debate
ata Herald CEOs breakfast this morning.

The debate, which comes as recent polls point
toahighly contested political environment, will be
moderated by NZME Editor-in-Chief Murray Kirkness.

The event kicks off at 7.40am when Mood of the
Boardroom Executive Editor Fran O’Sullivan presents

theresults of the 2025 CEOs survey.

It can be viewed at nzherald.co.nz.

Catherine
McGrath
WestpacNzZ

| completely
respect that
political parties
goinwith
different views,
and we value that as the voting
public. But I think on some critical
areas of infrastructure —
components of health,
components of education,
components of housing — having
abipartisan path would let us firm
upinterms of the investments. It
would letus firmupinterms of the
economy and still give plenty of
room for different policy views and
different execution approaches.

Tracey Ryan
Aurecon
Weare talking
ourselvesinto
prolonging this
recession for
no good
reason, the
ingredientsare
thereforarecovery but thereisno
optimismin our leadership or
general conversation. Stop talking
about whatis broken, getonand
fix it, and spend more time talking
about whatis actually going well
for us.

Chris Quin
Foodstuffs NI
Weneeda
stronger long-
term vision that
enables clear
planning for
infrastructure,
economicdirection,and
achievable national goals with
broad cross-party support. Other
countries are planning decades
ahead and are already seeing the
benefits of a dedicated, sustained
approach. Solution: Decade-long
planning horizons — Governments
committoinfrastructure,
economic, and social plans that
span10-20 years, rather than just
one or two parliamentary terms.

Roger

Partridge,

NZ Initiative ;
Wehavehada s &
good track S
record of ‘
bipartisanship: <
commitmentto

free trade, foreign policy, climate
change, low-rate, broad-based tax
system,including a “clean” GST
and, until the pandemic, fiscal
responsibility (keeping debt at
around 20% of GDP). Historically,
we also had bipartisonship on RMA
reform. We need to have biparti-
sanship onretirement policy, in
particular, extending the age of
eligibility for superannuation.

g
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A stronger lon

CEOs rate Prime
Minister
Christopher Luxon
highly on his
performance
overseas, but
athomeitsa
different matter

Fran O’Sullivan

ndependent director Fraser
Whineray has a take on his
former business colleague
Christopher Luxon.

“Luxon went into Parliament with
thebiggest Rolodex of any PM,” says
Whineray. “All of whom wereready
to help support getting things done
and provide real world advice across
multiple sectors.

“Hehasn'tuseditatall”

The then Mercury CEO succeeded
Luxon as chair of Dame Jacinda
Ardern’s Prime Minister’s Business
Advisory Council and, at that stage,
CEO of Air New Zealand.

Heresigned to pursue a National
Party nomination.

The business council died with the
Ardern Government —although 69%
of respondents to this year’s survey
believe a successor organisation
should be established to providereal
world advice to the current Prime
Minister.

Building confidence with the
business community is integral to
Luxon’s future success.

Frequent comments are heis “not
agood listener”, “doesn’t take
feedback well evenif delivered
constructively” and “needs a stronger
Prime Minister’s Office behind him”.

Otherstake arounded view.

“PM Luxon’s performance
advocating for New Zealand business
ininternational forums hasbeen
valuable,” says Local Government
Funding Agency chair Craig Stobo.

“His skills at managing his Cabinet
team and the Coalition should notbe
underestimated.”

Said alogistics CEO, “People
underestimated the complexity of a
three-party coalition and just how
stuffed New Zealand was under the
other guy. Turnarounds take time,
focusand courage. Luxonis putting
the work in to sort this country out.”

Where Luxonimpresses

Not surprisingly, 29% of CEOs find the
way Luxon leads efforts tobuild New
Zealand’sinternational business
success tobe “very impressive”.

A close second ishow he keeps
Cabinet colleagues focused on
delivery, with 22% rating that “very
impressive”.

Less so, his political performance
as Prime Minister where just 3% rate
thatas “very impressive”. “He needs
to paint a stronger long-term vision
for the country and a set of values
and roadmap to get us there,” says
Freightways CEO Mark Troughear.

Communicationbypass

Luxon does have an obvious
communicationsissue. Prone to
running on at the mouth, he often
lapses into his stump mantra instead
of stopping sharp after making his
points.

“He struggles to get cut-throughin
messages at times, in a manner that
the general public understands,” was
afrequent observation.

Othersnoted it could be a chall-
engeinany event to get mainstream
media cuthrough these days.

There were warnings that global
risks could impact New Zealand
negatively, which makes the
development of a clear positive

Christopher Luxon

CEOs rate the Prime

Minister’s KPIs out of 5.

Top rating
Leverages his
personal brand for
NZ businesses’
advantage
internationally

Keeps Cabinet colleagues
focused on delivery

Ensures strong defence
and security partnerships

Administration of National
Security and Intelligence
portfolio

Stands up for NZ’s values
and interests

Maintains Coalition
cohesion

Builds confidence with
the business community

Political performance
as Prime Minister

Leads and delivers on
transformative change

3.

83

3.77

3.53

3.50
3.35
3.27
3.03
2.76

r XX
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impressive
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impressive

-term vision
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People
underestimated the
complexity of a
three-party
coalition and just
how stuffed New
Zealand was under
the other guy.

Logistics CEO

national narrative critical, facing into
unpredictable geopolitical events.

Other respondents observed that
therearenosilver bullets —a context
that was worsened by the latest
policy settings.

The 2026 election
“The test will be next year, noting that
for amajority of voters, decisions will
be made around perceptions that will
be clouded or informed via sound-
bites,” said Deloitte chair Thomas
Pippos. “While sub-optimal this defi-
nes the Western political processes.”

An energy boss was unequivocal:
“The Government is ineffective.
There isno compelling leadership
and strategic plan evident that will
turn New Zealand around. The prime
minister doesn’t resonate, and bold
decisions arerequired. Our leaders
need tobuild optimismback into the
population through strong intelligent
leadership. Their communications
must tell everyone at every level that
we canachieve.”

There were other detractors.

“Luxonhasbeena
disappointment,” said a chair.

“The public don’tlike him. It'stoo
late for him. He needs to stand aside

or beremoved by his colleagues.
Otherwise we will end up with the
completely looney tune of Labour
with the very left Greens and radical
Maoriparty.

“God help New Zealand.”

The Chinasyndrome

One of Luxon’s biggest foreign policy
testsis balancing China’s economic
importance with rising security risks.
Theboardroom sees abalanced,
pragmatic approach, but some argue
hehas yet to set clear principles or
deliver tangible results.

When asked torate Luxon’s
approach tobalancing New Zealand’s
security partnerships with economic
interestsin the Chinarelationship,
businessleaders give him anaverage
score of 3.59/5. Almost 40% rate his
performance as “good” and a further
14% say itis “excellent”.

The consensusis that Luxon
knows the terrain. “Christopher
knows this area well — good reviews
on China trip,” says an agribusiness
chair. Another adds: “Hehasa good
way of talking to those leaders and
one-on-one heis very powerful.

“Many don’t appreciate what he
does.”

CEOs generally favour his
balanced approach. “Don’'t lurch too
hard to the US.Run that middle line,”
remarks a public sector CEO.

Others highlight hisinstinct to
build Indo-Pacific links while still

recognising China’s economic weight.

But patienceis not limitless. “Good
strategy but has not produced results
yet.” Others want guardrails: “Luxon
should spell out clearly where New
Zealand’s placein the world isand
who our allies are. At the moment,
heisjust hedging hisbets, without
showing any set of principles.”

The critique intersects with
another survey finding: business
concern over security risks involving

Luxon went into
politics with the
biggest Rolodex of
any PM, all of whom
were ready to help
support getting
things done and
provide real world
advice across
multiple sectors. He
hasn't used it at all.

Independent director Fraser Whineray

China. After incidents such as
Chinese naval live-fire exercisesin
the Tasman Sea, 75% of respondents
say they are at least moderately
concerned about Beijing’'sbehaviour.
Just5% are not concerned at all.

Cybersecurity and trade are seen
as sharper risks than military
posturing. “Cybersecurity and trade
are the frontline risks; more
immediate and constant than ships
inthe Tasman,” notes Institute of
Directors CEO Kirsten (KP) Patterson.
Others point to supply chains or the
spillover effect in the Pacific. “More
concerned about the impact on South
Pacific countries in the short termand
therefore the long-term impacts this
willhaveinourarea,” saysa
manufacturing boss.

Geopolitical flashpoints are never
far frommind. A professional services
managing director warns of therisk
of rising nationalism if the Chinese
economy slumps: “Taiwan could be
atarget to shore up domestic political
support and could be enabled by any
benign view on Taiwan from the USA
and allies.”

Atthe sametime, the toneisnot
uniformly hawkish. Simplicity CEO
Sam Stubbs argues against over-
stating therisks: “Chinais about
influence, not control. Isthatsucha
bigissue?” Another executive urges
balance: “Yes, concerned, but don’t
catastrophise.”

Business pragmatism dominates.
“Weneed to trade with China
whether welikeit or not.” Alongside
thatrealism sits a push for
diversification: “We need to support
industries that help broaden our
export markets away from China,”
saysaninvestor.

That said, an executive director
stresses that even diversification
mustbe handled carefully.

“WhileIsupport the Government’s
investment in the India relationship,
some of the handling of how that was
promoted needed tobe managed
more deftly so as not to cause offence
toChina.”

— Additional reporting

Tim McCready
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Mood shift on Willis growth push

Business leaders question Finance Minister’s growth agenda and call for vision, writes Tim McCready

EOs have sent a clear mess-

age to Finance Minister

Nicola Willis in the Herald’s

Mood of the Boardroom sur-
vey: hold the pro-growth line,
sharpen delivery, and set out a long-
term vision that brings investors back
onside.

At the centre of the Government’s
“Going for Growth” agenda are five
pillars — developing talent; competi-
tive business settings; global trade
and investment; innovation, techno-
logy and science; and infrastructure
— which form the backbone of Willis’
economic strategy. CEOs credit her
for re-centring the conversation on
growth, tightening fiscal settings, and
pushing structural reforms while
navigating shaky global confidence
and tariff uncertainty.

But since the survey closed, scru-
tiny has intensified following a worse-
than-expected GDP contraction —
down 0.9% in the June quarter —
which triggered a storm of political
and economic commentary.

The result has added pressure on
Willis, who just a year ago was
credited with a “strong start” in her
first Mood of the Boardroom survey
as Finance Minister.

That feeling is clearly over. The
2025 survey reveals 43% of business
leaders say Willis' growth agenda is
not appropriately positioned to lift
New Zealand’s economy in 2025,
compared with 35% who back it. A
further 22% remain unsure.

Willis own performance ratings
reflect that divide. She scores an ave-
rage of 3.09/5 across her finance, eco-
nomic growth and social investment
portfolios. This is down from last
year’s score of 3.88/5.

Several business leaders see Willis
as laying solid foundations. “Applaud
the Investment Boost initiative. Like
the focus on regulations that support
growth and make it easier for busi-
ness to focus on executing their com-
mercial plans,” says EMA CEO John
Fraser-Mackenzie.

Others highlight her direction.

A public sector CEO says: “The five
pillars of the economic plan are good
and right,” though warns the lack of
intervention and focus on retail poli-
tics is undermining the impact.

Roger Partridge, chair of The New
Zealand Initiative, gives “real credit
for putting growth at the centre of the
agenda and for championing reforms
in education, housing, regulation and
infrastructure that target New Zea-
land’s long-term productivity mal-
aise”. A tech CEO adds: “The Willis
growth agenda has some pro-growth
pillars in the right place — tight fiscal
settings, a clearer safe harbour pitch
to attract capital, visa and FDI tweaks,
and a faster planning and consent
track”

But optimism is tempered by scep-
ticism over substance and delivery.
“Sorry, what ‘growth agenda?” asks
one. “Willis’ so-called growth agenda
is spin without substance. She excels
atbashing business for non-issues like
butter prices, but has not shown any
genuine thought leadership.”

A y/

Saying ‘growth, growth,
growth doesn't actually
help. Growth just isn’'t
evident, and the benefits
seem to be for top-end
only,

Education leader

A chairperson puts it bluntly: “It
feels like she has chased headlines
and cheap politics. She lost massive
credibility over attacking Fonterra on
the price of butter when she knows
it reflects international markets.”

Those critiques intensified after
the GDP release and public calls from
some commentators for Willis to step
aside — calls rebuffed by the Beehive.

Some respondents acknowledge
the constraints. “New Zealand's debt
levels, structural deficits and voter
apathy for dealing with any of these
means all finance ministers are in
straitjackets,” says an energy CEO.

But others are less forgiving. “What
has she done to create growth in New
Zealand?

“I can’t think of a single thing other
than the supermarkets/banking pub-
licity, which so far has not achieved
anything,” says aninfrastructureboss.
“New Zealand is in a growth funk and,
if this is her responsibility, then she
has not delivered.”

An education leader suggests “say-
ing ‘growth, growth, growth’ doesn’t
actually help. Growth just isn’t evi-
dent, and the benefits seem to be for
top-end only.”

Craig Stobo, chairman of the Local
Government Funding Agency, says
the opportunity remains to spell out
the sources of sustainable growth:
“Real after-tax incomes, profitable in-
vestment and net exports and how

to facilitate that ... not debt-fuelled
unproductive government expendi-
ture”

What more should be on the
growthagenda?

In a follow-up question, executives
were asked to give their perspective
on what more should be on the
Government’s growth agenda.

1. Productivity boost

If there was one word that echoed
throughout the responses, it was pro-
ductivity. Business leaders want a
step change that includes a boost in
skill, innovation, and technology —
not tinkering around the edges.
“We need to lift productivity across
theboard — and that meansretraining
and reorienting our workforce,
especially those at the lower end of
the wage spectrum,” says an engin-
eering CEO.

Respondents also point to reform
of tax and regulatory settings to attr-
act capital, accelerate R&D, and grow
high-value sectors, alongside invest-
ment in digital transformation and Al
adoption.

2. Infrastructure at scale

The second most pressing call was for
major infrastructure investment, with
delivery needed, not just more anno-
uncements.

“We need an infrastructure pipe-
line and certainty — including energy
investment,” says Deloitte CEO Mike
Horne. Another CEO adds: “We've lost
too much time. It's time to accelerate,
not deliberate.”

With construction output weaken-
ing, leaders want shovel-worthy pro-
jects ready as financing costs ease.
Suggestions range from a bankable
housing and transport pipeline with
credible delivery; to unlocking the
infrastructure deficit in transport, en-
ergy, and housing; and mobilising
private and foreign capital through

—_—

PPPs and investment reform.

3. Immigration, education and red
tape

Immigration and education settings
came through strongly.

“We have lost a lot of highly skilled
people out of the construction indus-
try in the last 18 months, with the taps
about to turn on, how do we ramp
up to ensure there is capacity in the
market?” asks an engineering CEO.

Ventia executive general manager
Damian Pedreschi urges investment
in “world-leading pedagogy, deliv-
ered by well-trained teachers”.

Others suggest aligning immigra-
tion with skill shortages, expanding
vocational pathways, and strengthen-
ing universities’ role in innovation.

Red tape remains a major frustra-
tion. “We have become a nation that
is full of overly conservative regula-
tion and red tape, so much so, par-
ticularly in infrastructure and de-
velopment, that we are uncompeti-
tive with our peer nations.”

Mainfreight managing director
Don Braid is direct: “Reduce the regu-
lation. Get out of the way.”

4. A compelling vision
Respondents call for a clear and
ambitious national vision that stret-
ches beyond a three-year election
cycle.

Foodstuffs North Island CEO Chris
Quin was among those urging the
Government to adopt stronger long-
term thinking. “We need a stronger
long-term vision that enables clear
planning for infrastructure, economic
direction, and achievable national
goals with broad cross-party support.”

He points out that other countries
are already planning decades ahead
and reaping the benefits.

An infrastructure CEO: “Are we
content to coast on lucky high-priced
agricultural exports, or do we want
to set a bold agenda in tech, tourism,

and advanced manufacturing?”

The CEO of an energy firm urges
the Government to “deliver a coher-
ent vision and strategy to give New
Zealanders something to get excited
and committed to”.

Several directors link the vision
point to investor confidence, arguing
clearer long-term signals would help
reverse a “wait-and-see” mindset after
growth disappointments.

Investment Boost uptake is muted
The Government's flagship Invest-
ment Boost initiative has delivered
wins for some, but the survey shows
most CEOs remain unconvinced. The
incentive, announced in the Budget,
applies to New Zealand businesses
investing in productive assets like
machinery, tools and equipment. It
allows immediate deduction of 20%
of an asset’s value from taxable in-
come in the year of purchase, on top
of standard depreciation.

Among the positive reactions, an
energy CEO callsit a “great bold step”,
while a CEO from the entertainment
industry notes it “certainly has made
business cases for such investment
easier” and “removed any doubts ab-
out whether or not to invest”.

Precinct Properties chief executive
Scott Pritchard says the change
“provides greater certainty and a lift
to an investor’s after-tax returns for
developments, soitis beneficial when
considering whether to deploy capi-
tal.

“Additionally, it also generates tax
deductions for other investments on
existing assets, which ultimately
reduces the overall economic cost
associated with those types of pro-
jects.”

Others seeit as an “amplifier” when
the fundamentals of an investment
already stacked up. A public sector
CEO goes further: “This is one of the
best things they have done.”

But uptake is muted. Nearly half
(48%) say it has not influenced their
investment decisions at all, with an-
other 25% reporting it only had a
marginal effect. Just 9% credit it with
significantly shaping their decisions,
leaving the initiative with a weighted
average score of 1.88/5 for encourag-
ing increased investment.

The prevailing sentiment is scep-
ticism. A tourism chairperson dis-
misses it, saying: “It hasn’'t made any
difference to making sensible busi-
ness decisions.”

Dairy Holdings' chairman Greg
Gent says that over the life of an asset,
the scheme represents just “a 6% sa-
ving, so commercially it makes no
sense to chase it”

Several CEOs say they have “no
money left to invest”, while others
describe the scheme as “not really
relevant” to their business.

More scathing was one CEO, who
argued the policy was “one of the
most overhyped” in memory: “No
serious business makes million-dollar
investment decisions because IRD is
feeling generous on depreciation
tables. . .the economy needs genuine
structural reform and certainty.”

CEOs urge more Reserve Bank OCR cuts

Tim McCready

A strong majority of business leaders
back the Reserve Bank cutting
interest rates further to support the
economy. In the Herald's Mood of the
Boardroom survey, 78% say the
official cash rate (OCR) should
continue to fall, while just 11% oppose
further cuts and 11% are unsure.

The OCR was most recently cut by
25basis points to 3.00% in August
2025 -itslowest level since 2022,
reflecting ongoing effortsby the

Reserve Bank to support a sluggish
economy.

The OCR hasbeen on asteady
downward trajectory since August
last year, with multiple cuts already
enacted and further reductions likely
before the end of the year.

Many CEOs see lower rates as
essential to kick-start growth. “Itis
critical if NZ is going to get moving
again thatinterest rates come down,
and much faster than the current
plan,” said onerespondent. Another
added, “2.50% to get the economy

firing again.” Several argued that cuts
would only be effective if paired with
more supportive banklending and
other government policies to ease
cost pressures.

Others urged caution. “Rate cuts
alone don't seem tobe shifting the
dial,” said one executive, who
stressed that long-term stability
matters as much as short-termrelief.

Another noted, “The OCR isneutral
atpresent. Weak growth says cut
more, but there seems tobe an und-
ercurrent of pricing pressures too.”

Inflation concerns werea
recurring theme. “The Reserve Bank
should only reduce the OCR if it
believes that is compatible with its
objective of keeping inflation at
between1-3%,” said one business
leader. Another warned, “We
certainly would not want to goback
to theinflation experience of the post-
Covid time.”

Somerespondents expressed
frustration with the central bank’s
culture and communication. “They
havebeen tooslow to cut ratesand

should move more swiftly,” said an
SMEboss, while another criticised the
bank for being “very inaccessible and
detached from the business
community.”

A few executives stressed that
monetary policy cannot carry the
load alone.

“Yes,but notinisolation — pair rate
cuts with sensible lending settings so
banks can responsibly back first-
home and other buyers,” suggested
one. Another added: “The OCR is not
the only solution.”
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(] o @ The big questions
optimistic than you were a

year ago about:

. The general
business situation 3 1 5
in your industry? ]
The New Zealand
economy? -

Survey shows
weaker confidence The global 2 63
economy’ -
as global trade
tenS]_OHSb]_te 14.0.000.0.0.00}5
Much LESS Much MORE
optimistic optimistic
Trump’s Herald Mood of the Boardroom CEOs Survey 2025 /
-~ ‘Liberation Day’ Herald Network graphic
2 Mood of the tariffs have
A=y Boardroom made theglobal evidentbefore tariff wars exacer-
. Tim McCready economic bated the situation,” he says.
}‘ outlook much A CEOrecently returned from
less certain,says international travel, stresses that New
ew Zealand’s top business Roger Partridge.  Zealand’s challenges are not unique.
leaders’ optimismin the Photo/AFP  “Most economies are in a similar state
economy has waned from asour own —New Zealand is faring
last year’'snine-year high. to our newly ingrained pessimism,” economy is very gradually Tariffs, tensions and a global drag far better than many other countries.”
Respondents to the Herald's 2025 says EMA chief executive John improving, butitis slow. New Zealand CEO optimism in the global Othersremain cautiously hopeful.
Mood of the Boardroom survey rated Fraser-Mackenzie. feelslikeit has turned the corner,and economy has also slipped, dropping “Hopefully, New Zealand is turning
their confidence in the New Zealand Others highlight that although the things are improving, but we will from 3.06/51ast year to 2.63/5. the corner and has already been
economy at 2.82/5 onascale of 1-5, agribusiness sector is doing well, the need to see more evidence of this.” Executives cite international trade through the worst of the economic
where1signifies “much less traditional link between high dairy Independent chairman Craig tensions and geopolitical volatility as reset,” saysaninvestmentboss. “The
optimistic’ thanayearagoand5 payouts and wider domestic Stobo says the shiftis structural as major headwinds. biggestriskis that,asa small open
represents “much more optimistic”. confidenceis yettobe seen. muchascyclical: “Therequired “Ttfeelslike the global economy is economy, we are knocked off course
Thatis down from last year’s score “Consumer confidence remains painful adjustment from debt-fuelled still deep in the tariff tailspin,” says by the general deterioration of global
of 3.23/5. very subdued and, while we are central government expansiontoa Tourism Holdings CEO Grant traderules and multilateralism.”
Thessofter outlookreflectsafragile  seeingrecovery firstin theregions, private-sector, export-led recovery is Webster. “Internationally, I think the Several warn that geopolitics
domesticrecovery thathasbeen itis not at the pace one would expect underway. The business moodsin uncertainty and disruption causedby = remains the wildcard.
overshadowed by both global trade given the dairy payouts that Wellington and Wyndham are very the US tariffs will offset underlying “The twin threats of geopolitical
uncertainty and lingering weakness historically provide the stimulus,” differentasaresult.” improvements.” risk and the adverse effect of Trump’s
in consumer confidence. says Mitre 10 New Zealand boss Institute of Directors chief execu- PanPacForest Productsmanaging  ‘Liberation Day’ tariffs have made the
“Confidenceis gradually, almost Andrea Scown. “Our own customer tive Kirsten Pattersonadds: “Wehave  director Tony Clifford pointstoChina  global economic outlook muchless
reluctantly, improving locally, but insights point to a savings mindset. progressed from ‘survive to 25, to asapersistent drag on sentiment. certain,” says Roger Partridge,
uncertainty caused by US tariffsand Folk don't feel out of the woods yet.” ‘survive through 25, and are now “Soft market demand, driven by poor chairman of The New Zealand
geopoliticsisallowing ustohangon Another CEOadds: “My senseisthe facing notyetfixedin26’” housing capital returns, was already Initiative.
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Topissues facin
+Os have

-

FECF LR

gthena
their say

Orl

Neil Paviour-Smith

Forsyth Barr

@ Business confidence — greater
cut through on Government
policy agenda including public
service delivery on these, too
slow at present.

@ Productivity — too much red

Antonia Watson,

ANZ

@ Productivity — improve
education, embrace Al,
reconsider regulation

@ Lack of encouragement of
economic growth — provide
certainty, cut red tape,

tape/regulation and roadcone- consider tax incentives,

itis, insufficient investment celebrate success no matter

and poor incentives. the size of the company

@ Complacency — we are drifting @ Lack of future focus —

to second world status, need lengthen the election cycle,

dramatic change in mindset start communicating our

and expectations. demographic challenges better
so all New Zealanders can
quote them and understand
the need for a response.

@ Lack of a clear “north star” or
long-term vision for the nation
with bipartisanship support to
give investors certainty on
what we are committed to.

@ Productivity and economic
diversification to drive growth
in the nation.

Paul Newfield

Morrison

@ Lack of long-term capital — get
KiwiSaver funds investing in
long term, unlisted asset
classes.

@ Lack of long-term capital —
attract global sovereign wealth
funds and pension funds to
investin NZ.

@ Cost of living and housing
affordability.

@ Lack of global ambition —
refocus the national debate on
winning globally, not small-
minded topics that divide New
Zealanders

Boardrooms split on staff
as Al reshapes workforce

Tim McCready

ew Zealand’'sboardrooms
are split on the outlook for
projected staff numbers,
with the Mood of the
Boardroom survey revealing a near
three-way divide over whether
headcount willincrease, remain
steady or decrease in the year ahead.

Asked if they expect to make
changes to staff numbers over the
next 12 months, 30% of respondents
say they anticipate increasing staff
numbers, while 33% expect to cut
back. A further 35% forecast no
change, with the remaining 2%
unsure.

The mixed sentiment underscores
abusiness environment where
leaders are juggling cost pressures,
technological disruption, and the
demands of growth.

One executive in the tourism
industry wasblunt: “We haveand
continue toreduce staff numbers as
we take costsout.”

Alogisticsboss notes, “Weare
rolling off a period of intense capital
projectdelivery.”

Technology is arecurring theme
in workforce projection. Several CEOs
pointed to automation and Al
reshaping the size and shape of their
workforce.

“Technology advancements could
wellresultin fewer jobsin some areas
(corporate), whereas as assets and the
balance sheet grows, and thereis
more development and construction
going on, the workforceislikely to
increase,” says one experienced
chairperson.

Others spoke of balancing
efficiency with future capability.

“We’ll continue toadjust resources
tomatch demand and ensure the
business stays efficient — focusing on
keeping essential roles while scaling
back where necessary,” says Anne
Gaze, of Campus Link Foundation.

Somebusinessesremainin
contraction mode. The CEO of an
engineering firm says: “Duetothe
industry slowdown, our business has
had to make difficult decisions
around staff right-sizing. . . Looking
forward, itis more about focusing on
what skills and capabilities are
requiredin the future.”

There are also generational
concerns.

“Wehave dropped significantly in
thelast two yearsbut hope tobe able
to startrecruiting graduates again,
subject to projects progressing in the
economy,” one executivein the
construction sector says, warning
younger staff have been “hit the
hardest” as clients resist paying for
inexperienced talent.

For others, their infrastructure

pipeline is expected to drive demand:

“The significant infrastructure
development programme underway
will continue to gain momentumin
the year ahead and associated
staffing growth will reflect that,” says
Auckland Airport chief executive
Carrie Hurihanganui.

Mixed opinion on access to skilled
talent

Businessleaders are mixed on
whether attracting and retaining
skilled talent has become easier or
harder inthelast year, but the overall
sentiment leans toward itbeinga
moderately challengingissue.

Onascaleof1to5, wherelequals
very difficult and 5 equals very easy,
the average score was 2.95/5.

For some, access to skilled labour
has eased in the past year, witha
softer economy and higher unemp-
loyment increasing the pool of avai-
lable candidates.

Several note they arereceiving
record numbers of applications,
describing the current climateasan
“employer’s market”.

Executive director of the

-

Retirement Villages Association,
Michelle Palmer, says: “We've seena
huge number of applications for roles
inthe past six months —
unprecedented numbers —a sign of
thetimesinthe current
unemployment environment.”

An education provider observes
that “redundancies havereleased a
lot of competent people into the
market”, but saysretaining top
performersremains difficult.

Yetmany stress that the challenge
isfar from solved, particularly in
specialised fields.

Advanced technology, R&D,
digital, Al, engineering, and data
analyticsareall cited asareas where
sKillsarescarce.

Thelure of higher wagesin
Australia and beyond features
prominently, with multiple
executives highlighting a “flight to
Australia” across professions
includinglaw, health,and
infrastructure.

Oneleader describesitas
“alarming”, while another says young
lawyers are now departing earlier in

their careers than ever before.

Cordis managing director Craig
Bonnor adds that “talent retention of
Kiwisin the early to mid-career phase
isthemost challenging”.

Atthe sametime, pressureis
coming from within New Zealand.
Downer NZ chief executive Murray
Robertson warns that “the entry of
international firms into the New
Zealand market for major projectsis
placing additional pressure on local
businesses toretain key talent.”

Pipeline certainty in infrastructure
alsoloomslarge. An engineering
leader cautions that “without
certainty in the pipeline, we won't
attract the skilled workforce
required”.

Regional differences are also
apparent. Institute of Directors CEO
Kirsten (KP) Patterson says
Wellingtonis increasingly at risk of
losingits brightest talent, “as they are
losing confidence that they can
successfully raise careers and
families in a vibrant capital city”.

Immigration settings drew mixed
views. Somereportimprovements
under the current government,
making it easier torecruit nurses and
caregivers, while others say changes
had donelittle to ease shortagesin
critical, high-demand sectors.

Asonetechnology leader putsit:
“For Al skills, things are very, very
difficult. But for other roles, it is
typically notaconcern.”

While New Zealand’s lifestyle and
reputation for innovation continue to
draw talent, executives stress that
retention depends on competitive
pay, career development,and
building purpose-driven
organisations.

AsHarcourts managing director
Bryan Thomson sums up: “The
business world relies on talent
acquisition and retention.

“Now as always, this is the number
one challenge for every leader.”

Top domestic
concerns

What impact do you feel the
following domestic
concerns have on business
confidence in NZ?

Top concern:

11
Energy price 7 41
increases "

Inflation/cost of

living pressures 2.31
Infrastructure/

roading constraints 7.3
Security of energy supply 7.3
Government policy

uncertainty 716
Quality of Government

spending 6.97
Cyber threats 6.88
Rising insurance costs 6.72
Resource management

constraints 6.59
Rates increases 6.45
Other 6.3
Level of Government debt 6.24
Housing affordability 6.12
Skills and labour shortages 5.9
Climate change policies 5.84
Interest rate levels 5.62
Immigration settings 5.55
Increased water use charges 5.47
Reserve Bank management

of OCR 5.45
Supply chain problems 5.17
Cost of carbon 4.99
Exchange rate uncertainties  4.97
Availability of capital 4.93
Diversity and inclusion

climate 4.42

14............}10

No concern Extremely

concerned

Herald Mood of the Boardroom CEOs Survey 2025 /
Herald Network graphic

Technology
advancements could
well result in fewer jobs
in some areas
(corporate), whereas as
assets and the balance
sheet grows, and there is
more development and
construction going on,
the workforce is likely to
increase.

Chairperson

The business world relies

on talent acquisition and
retention.

‘Now as always, this is
the number one
challenge for every

leader.

Harcourts managing director Bryan
Thomson

® Domestic anxieties weigh heavy
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‘He's done what
leaders spliton [ru

Nearly one-third of
Mood of the
Boardroom
respondents say
tariffs will have a
direct impact on
their business

Fran O’Sullivan

onald Trump is rapidly re-
shaping the global order in
his second term as United
States President.

Since Trump resumed power in
January this year, he has significantly
changed the US policy environment.
Already he has signed more than 200
Executive Orders issuing directives,
ranging from immigration to tariffs
and climate change.

Given the unexpected imposition
of a 15% tariff on NZ exports and
pressure on this country to increase
its defence budget, it’s not surprising
that the Trump 2.0 agenda has not
landed particularly well among New
Zealand CEOs and directors.

Just 2 of the 150 respondents to the
Heralds 2025 CEOs Survey rated
Trump’s performance as “very imp-
ressive” — a majority veered towards
negative. But there was also realism.

Forsyth Barr managing director
Neil Paviour-Smith said Trump has
assumed full autonomy. “Looking
past the noise on the obvious factors
that get attention, the US economy is
growing and markets are at record
levels, suggesting optimism in the
outlook. This doesn't mean his poli-
cies are necessarily agreeable.”

Others said Trump was very effec-
tive at advancing his own domestic
and international agenda. “He’s done
what he said he would do — and at
pace. We don't have to agree with his
policies to be impressed with his
execution and implementation,” said
an exporter. Says one logistics boss,
“Whether you like him or not, he is
doing what he promised. This is a
rarity with politicians globally today.”
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Looking past the noise
on the obvious factors
that get attention, the US
economy is growing and
markets are at record
levels, suggesting
optimism in the outlook.
This doesn’t mean his
policies are necessarily
agreeable.

Neil Paviour-Smith, Forsyth Barr

A director slammed the undermi-
ning of alliances and claimed Trump’s
autocratic tendencies justify his
rating as the worst President in US
history. “It’s not all bad though, equity
markets continue to be buoyant, and
his economic team is reasonably
competent,” added another.

At a recent high-level briefing for

ne sa
mp’'s

...-'-_.-. ¥ -|I

L -

,? H‘ &,
'.f'i.'- "

chief executives and chairpeople that
was held in Auckland under the Chat-
ham House rule, attendees were ad-
vised that some significant trends will
continue to shape the United States
and the global landscape well beyond
Trump’s time in office.

Among the major trends expected
to outlast Trump’s presidency were
the shift to industrial policies with
governments  actively  shaping
economic direction, not just relying
on free markets.

The need for defence self-suffi-
ciency with countries, including the
US, focusing more on their own de-
fence capabilities was another.

Immigration policies, balancing
economic growth with environmen-
tal protection and the shift from geo-
politics to geoeconomics, with US
foreign policy becoming more about
economic interests than ideology,
also featured.

Other trends included a shift from
multilateralism to bilateralism, turn-
ing the tide on “wokeism” and rolling
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back the regulatory state to make it
easier to do business domestically.
Two potential black swans were
identified: the impact if an unsust-
ainable accumulation of government
debt emerged and an overwhelming
impact of advances in Al, quantum
computing, and related fields.

Tariff challenges

On April 1, the President’s “Liberation
Day”, New Zealand exporters were
relieved to hear they would face a
mere 10% tariff on their firms’ US
exports.

The Trump Administration has
since hiked the tariff rate to 15% with
the US underlining this was because
it faced a trade deficit with New Zea-
land. Nearly one-third of survey res-
pondents say the tariffs will have a
direct impact on their business oper-
ations.

“Ten per cent was manageable, 15%
is tougher,” said a tourism chair-
person.

Said Carbon Click CEO Dave Rouse,
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“the tariffs and the US geopolitical
landscape have wiped out 60% of our
US export business over the past six
months.”

Others noted the impacts on cli-
ents, and difficulties managing global
supply chains in a more complex
environment.

The upshot is, 24% said they were
now more likely to diversify markets
or increase business activities in
other countries.

“We looked to diversify anyway —
it's just made a market that we saw
as an opportunity tougher,” said a
tourism chairperson.

But for many, the US remains a
valuable market. While tariffs might
limit the rate of expansion, the US is
still attractive.

Said an agribusiness boss, “It's an
economic decision, based on best-
returning markets. If the US pays the
price, they will still get the product.”

“We remain well diversified,” said
another. “The US is an important
market but, if tariffs were to increase
substantially relative to others, we
would re-direct our efforts.”

NZ International Business Forum
CEO Felicity Roxburgh said, “There is
a large appetite to understand what
is happening in clear, simple terms
and the impact on our exporters.

“People knew the tariffs were going
to impact us, but they didn't know
how or why.

“Companies are responding to tar-
iffs, supply chain disruption and in-
vestment uncertainty in real time.”

“Whether through scenario plan-
ning, diversifying into new markets
or passing on costs to importers and
consumers, these real-time adjust-
ments are often invisible in high-level
policy discussions, yet they are vital
for resilience and competitiveness,”
she said.

Roxburgh points out that though
New Zealand benefits from a dense
“elaborate spaghetti network of free
trade agreements”, gaps remain.

“India and the US are the big
missing pieces,” she says, noting that
the Government is putting huge in-
vestment into growing the India re-
lationship and negotiating an FTA.

“At the same time, behind-the-bor-
der barriers — non-tariff costs — hit
our exporters up to $10 billion a year.
It's a huge challenge.”

Domestic anxieties weigh heavy

Tim McCready

Inthe Herald's Mood of the
Boardroom survey, executives were
asked to assess their concernona
range of domestic issues. The highest-
scoring pressures were little changed
from last year, with anxieties
concentrated on energy,
infrastructure, and the cost of living.

Energy security (7.30/10) and
energy price increases (7.41/10) were
rated among the most pressing
domestic concerns, along with
inflation/cost of living pressures
(7.31/10), infrastructure and roading
constraints (7.30/10), and government
policy uncertainty (7.16/10).

“Energy affordability over the last
five years has undermined our
international competitiveness and
reduced shareholder investment
sentiment,” one CEO observes.

Another was more blunt: “Lack of
electricity is one of the biggest
handbrakes to the economy.”

Political stability is also weighing
onsentiment. “The biggest concernis
political uncertainty overare-
election of Labour or a strongly left-
leaning Labour-led coalition,” says an
agribusinessleader.

Others pointed to coalition politics
itself as corrosive. “Particularly the
attempts to score points by under-
mininglarge businesses in New
Zealand,” from an energy boss.

The tone of the national debate
alsodrew criticism. A healthcare
sector leader argues: “New Zealand is
indesperate need of a narrative
change to support success. The focus
onnegative stories within the press
is creating self-harm toward our
future”

Housing, too, emerged as a central
influence on confidence. As one CEO
noted: “Flat house prices are
impacting business confidence. Our
mental model of wealth and
confidenceis driven inordinately by
house prices. Domestic mortgages are
used to finance many SMEs, but also
personal confidence. Whilst these
wallow itis hard to see consumer and
business confidence move
significantly.”

And while capital remains
available, executives say deploying it
remains fraught. “Availability of
capitalisnot a concern, but being able
to get capital actually invested in
assetsin New Zealand is of concern,”
saysan energy firm CEO. “Regulators

fundamentally fail to understand
New Zealand is in a competition for
capitaland we makeit very hard to
genuinely compete. Few investors
look to New Zealand as a growth play,
theyinvestasayield play.”

Ahealthcareboss sums up the
overall sentiment: “Theseratings do
not necessarily reflect my personal
views, rather whatIhave heard in
general boardroom discussions. The
prevailing mood is still cautious,
fragile,and waiting for clearer signals
from political leadership.”

Or,asarecruitment executive puts
it: “‘Hoping we have bottomed out —
and theonly wayisup.”

Stark sector differences
Optimism among New Zealand’s
leading industries is deeply uneven,
with agribusiness and real estate
lifting confidence while energy,
government and education remain
stuckin the doldrums.

Onascale, where 1=“muchless
optimistic” thana year agoand 5=
“much more optimistic”, agriculture/
agribusiness and real estate topped
therankings, each scoring 3.80/5.

Last year, thereal estate industry
also topped the table with an average

score of 4.33/5, while agriculture/
agribusiness scored 3.86/5.

Adairy industry leader says
“demand for dairy remains solid.
Tariffs have had little impact to date,
weremain deliberately well
diversified and just have tonavigate
therest”.

Ahorticulture executive adds that
“geopolitical uncertainty has
increased” —acommon comment
across export-facing industries.

Harcourts New Zealand managing
director Bryan Thomson describes
the property market as having been
“avery challenging environment,” but
said he was “optimisticimprovement
isunder way.”

Construction (3.67/5), technology
(3.63/5), professional services (3.47/5),
finance (3.47/5) and airlines (3.33/5)
also scored relatively strongly
compared toayear ago.

Deloitte New Zealand chair
Thomas Pippos pointed to the
cyclical nature of markets: “While
timing of rebounds will alwaysbe
difficult to predict, it'sreasonably
likely we will seearebound in the
next12months —in partalso asit will
bean election year and there willbe
some government stimulus.”

Atthe other end of the spectrum,
government and education sectors
bothlanguished at 2.0/5, joined by
entertainment and leisure (2.2/5) and
utilities/energy (2.4/5).

An education leader summed it up
bluntly: “Less optimistic. The market’s
tougher, costs are higher, demand is
weaker, and nothing about the
outlook gives confidence that things
willimprove anytime soon.”

University of Auckland vice-chan-
cellor Dawn Freshwater says global
headwindsare adding tothe
pressure: “Global trends in higher
education indicate a wave of
additional threats that the education
sector hastofaceinto.

“Publicinterest and government
oversight of research will increase the
importance of brand ambassadors
and continuing to negotiate the social
contract with society asa whole
around universities.”

Energy executives struck a similar
note of caution. “While demand in our
sector is strong, translating that into
broader economic growthisstilla
long game,” says one leader.

“Itrequires bipartisan support. We
cannot tax our way out of the current
state.”
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What they
are saying

@® Trump promised to restore American
greatness but has instead weakened both
its constitutional democracy and global
leadership. Athome, he has claimed
powers above the law, purging investi-
gators,overriding Congress and courts,
and ruling by decree. Abroad, he has humi-
liated allies, echoed Kremlin propaganda,
and abandoned the post-1945 commit-
ment to defending democracies. His trans-
actional view of alliances and reckless
tariffs have damaged prosperity. For New
Zealand, a small trading nation without a
defence pact with Washington, this is
especially troubling: If America cannot be
relied onto uphold the rules-based order,
our security and economic well-being are
atrisk.— Roger Partridge, NZ Initiative.

@ |remainsceptical of Trump as a person,
but some of his moves have been strik-
ingly effective. His tariffs and trade pol-
icies have forced car giants like Hyundai,
Ford, and Honda, to significantly boost US
manufacturing. He demanded major phar-
maceutical companies cut drug prices
within 60 days under threat of heavy
tariffs. And he pressed European Nato
members to meet their 2% of GDP defence
commitments.— Anne Gaze, Campus
Link Foundation.

@® Trumpisblowing up the rules-based
order, created by the United States and
underwritten by the US since 1945. At
home, he is dangerously undermining
America’s constitutional principles. And
abroad, heis undermining trustin Amer-
ican leadership, while catapulting the
world back into the era of 1930s-style
trade wars. So whatever policy successes
Trump may have along the way, all this
pales intoinsignificance against the dam-
age he does to these pillars of American
and international order.— Research
Institute boss.

Small nations like
New Zealand Teel
every ripple’

Tim McCready

ew Zealand’s business

leaders are sharply aware

of the risks posed by an

unsettled global environ-
ment, with the majority now inte-
grating geopolitics into their govern-
ance.

In the 2025 Mood of the Board-
room survey, 78% of chief executives
say their boards regularly assess geo-
political vulnerabilities as part of their
risk matrix. A further 21% say the issue
is not systematically addressed, and
1% say they are unsure.

For many leaders, 2025 has rein-
forced the need for constant vigi-
lance. “This year has underlined that
small nations like New Zealand feel
every ripple of global instability and
must turn agility into our strategic
advantage,” says Institute of Directors
CEO Kirsten (KP) Patterson.

For some, the response is system-
atic. Morrison CEO Paul Newfield
says, “At every board meeting, we
discuss geopolitics and its impact on
both capital flows and investment
risks.”

Executives with international
reach stress the obvious. “A no-
brainer when we operate and are
exposed to the Asean, European and

the Americas markets,” says Main-
freight managing director Don Braid.
The head of an investment firm adds:
“New Zealand is obviously very vul-
nerable when you look at what is
happening in Southeast Asia and in
the Pacific. This is our region.”
Concerns around China remain
central. A chairperson in the food
industry observes that “concen-
tration of business in China has been
part of our discussion for a decade.”
Education leaders are equally
wary. One recognises that “given our
reliance on Chinese student recruit-
ment, we have active monitoring and

Geopolitics moves
up the risk list

diversification strategies in place”.

The ripple effects of conflict and
protectionism are also straining
margins. “The impact of global uncer-
tainty, trade and tariffs, and the cur-
rent wars are causing significant
impacts on the rising cost of goods
for our business and our customers,”
warns a grocery executive.

Even domestically oriented firms
feel the knock-on. The chairperson of
an energy firm notes that “while our
business tends to be domestically
focused, we nevertheless keep awary
eye on these factors as they may
impact our customers.”

Top international
risks

What impact do you believe
the following international
risks have on business
confidence in NZ today?

Top concern:
Geopolitical 7
volatility "

Political tensions,
including between

the US and China 6.99
US tariffs 6.95
International Cyber attacks ~ 6.94
Rising nationalism 6.54
Global energy prices,

including oil and gas 6.45
Rising US national debt and
economic uncertainty 6.21
Extreme weather events 6.18
Energy security and

supply constraints 6.08
Risk of war spreading 6.01
Russian-Ukraine war 5.92
Supply chain issues 5.75
Gaza-lsrael conflict 5.68
Sustainability of

freight costs 5.68
Skilled labour and

talent shortages 5.65
Natural disasters 5.6
Currency fluctuations

and unfavourable exchange

rate movements 5.43
Access to foreign direct

investment and

international capital 5.34

Climate change imperative _ 5.28
Food security 4.61
Future pandemics 4.37

1 4000.0.00000'}10

No concern Extremely

concerned

Herald Mood of the Boardroom CEOs Survey 2025 /
Herald Network graphic
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Reforms spark cautious optimism

A leading advocacy group is confident the latest policy changes for business and
investment will get New Zealand moving again, writes Graham Skellern

he Government’s policy
changes on anumber of
fronts will filter through to
improved economic condi-
tions next year, predicts BusinessNZ
chief executive, Katherine Rich.

Themood of business is mixed, she
says.

“Therearetwo sides to the New
Zealand economic story.Some
businesses are doing well with record
returns, particularly in the agriculture
and horticulture sectors, but others
are finding it extremely challenging
and making decisions about whether
toshut or remain open.

“Alot of the closures are linked
back to the economic harm of the
Covid pandemic — many firms spent
their [financial]l buffer and don’'t have
theresilience to pull through.

“The present situation reminds me
of thelate 1980s when the economy
wasn't doing well and jobs were hard
to get. But there are economic cycles
and we know we will pull out of it
and thrive again.”

Rich saysthe New Zealand way is
tobe cautiously optimisticbut the
Government, in the last six months,
has pulled theright levers with
changes to the RMA and employment
law and welcoming overseas
investment through restructuring
and creating the Invest NZagency.

“The Prime Minister is going out
and saying New Zealand is open for
business’ and some of the regulatory
changesbeing made support this.
They are meticulously going through
sector by sector and seeing how they
canmakeit easy todobusiness.”

Richis optimistic for 2026 as the
changes made by the government
will filter through into economic
growth.

“Thope by then the trade tensions

will have settled and markets will
haveimproved.”

She says the geo-political issues,
such as theimpact of UStariffsand
tough manufacturing conditions
have contributed to membersrep-
ortinglower confidence. They are not
investing to the same degree.

“Through the data we collect, we
seeaburst of expansion and theniit
retractsback again.

“The services sector hasbeenin
contraction the whole year, and that’s
areflection of the market out there.”

The BusinessNZ Performance of
Manufacturing Index (PMI) recorded
areturn to expansionin July with
52.8,up from49.2in June (a PMI

reading above 50.0 indicates activity
is generally expanding; below 50.0 it
isdeclining).

The Performance of Services
Index (PSD) was 48.9 in July, up from
47.61in June,and hasnever crossed
the 50.0 mark into expansion for 17
months, thoughitis contractingata
slower rate.

The closest it got was49.5in Nov-
ember last year after entering

expansionin January last year at52.1.

Rich, aformer National MP and a
year into her CEOrole at BusinessNZ,
says New Zealand businessisa
resilient group and is taking some
comfort fromthe positivesin the
economy.

The Ministry for Regulation is a great
place to go and raise issues about
whether the current rules in place are
worthwhile or not. The policies have to
be fit for purpose for New Zealand.

Katherine Rich

“The agricultural sector is doing
well and this will flow through the
economy, inflation is goingin the
right direction, under 3% (2.7% at the
end of June), and the first of the Fast
Track projects are coming through.

“The ambition is that it remains
Fast Track and not Slow Track.

“And the good thing abouta
pipeline of projectsis that the
politicians are starting todiscussa
bipartisan approach to infrastructure.

“We've seen animprovement in
the overseas investment settings and
the Active Investor Plus Visa has
been asuccessful initiative.

The changes inimmigration policy
are starting to address the clear skills
shortagein the country.”

Rich says the Global Workforce
Seasonal Visa (for up to three years)
and the Peak Seasonal Visa (up to
seven months) make it easier tobring
insome international skills each year.

“Thereisarequirement for the
Ministry of Social Development to
advertise the jobs for New Zealanders
totakethemon.

“So, it’'s not open slather and I think
Immigration Minister Erica Stanford
has found therightbalance.”

Richsaystheupdated

procurement rules make it easier for
local SMEs to bid for government
work. The next stepis giving New
Zealand firms greater recognition in
procurement rules for local
government, whichis abig spender.

“Many small businesses have been
impacted by local government
turning off the tap for different sorts
of work.”

Rich says BusinessNZ will turn up
thedialin advocacy and continue to
beastrong voice for the business
sector.

“Wehave the Affiliated Industries
Group, whichismade up of 80
different organisations and
associations,and they are a great
source of knowledge and expertise.

“Wearelooking atit sector by
sector and identifying regulations
thatare holding themback.

Forinstance, hairdressers and
barbers are operating under rules that
goback40years.

Therules could also be holding
back plumbers and tourism,” she
says.

“The Ministry for Regulationisa
great place to goandraiseissues
about whether the currentrulesin
place are worthwhile or not.

“The policies have tobefit for
purpose for New Zealand,” Rich says.

“Wehave toremind ourselves of
all aspects of life in New Zealand. It’s
agreat placetolive,set up abusiness
and maintain a good lifestyle.”

@ BusinessNZis an advertising
sponsor of the Herald'’s Mood of the
Boardroomreport.

Digital innovation supporting healthier futures

Together, Food for Thought and Foodstuffs have educated 265,000+ of our tamariki in
food and nutrition. Food for Thought kids get taught in their classroom, at PAK'NSAVE,
New World or Four Square stores — and now on-line with Food for Thought: Nutrition
Quest, a new digital learning tool. Visit: www.foodforthought.co.nz

Foodstuffs
HeregwaZ
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We're still waiting for a tax plan

Edmonds earns respect but CEOs are growing impatient over lack of policy detail, writes Tim McCready

heboardroom’s message to

Labour’s Barbara Edmonds

isclear: her openness and

willingness tolisten have
earnedrespect,but thereis growing
impatience for detail.

The 2025 Mood of the Boardroom
survey shows a slim majority of New
Zealand’s top business leaders —53%
—see Edmonds as a credible future
Minister of Finance. But with 26%
unconvinced and 21% undecided,
that credibility remains contingent on
the policies she puts forward.

One senior leader sums up the
sentiment of the boardroom: “Yes, she
presents as credible, but Labour’s
bench strength and policy depth
remain thereal question.”

Edmonds’ personal appeal is
consistently noted. Many
respondents highlight her composure
and pragmatism, describing her as
respectful, considered and measured.

“The most credible of all the
shadow ministers,” says Deloitte
chairman Thomas Pippos.

Chairman of Scales Corporation,
Mike Petersen, is more cautious:
“She’'snot yetready for therole, but
she clearly has potential.”

Edmonds has had arapidrisein
politics. Born to Samoan parents and
thefirstin her family to attend
university, Edmondsbecame a tax
lawyer at Inland Revenue, was
seconded to advise National
ministers Michael Woodhouse and
Judith Collins, and later joined then-
Labour minister Stuart Nash’s office.

She entered Parliament in 2020,
winning the Mana electorate witha
commanding margin,and went onto
chair the Finance and Expenditure
Committee, earning praise even from
then-Opposition leader Christopher
Luxon.

Under Chris Hipkins’ prime mini-
stership, she held therevenue, eco-
nomic development and Pacific peo-
ples portfolios, with associate roles
thatincluded finance and housing.

Sheis Labour’s first Pasifika fin-
ance spokesperson and, with eight
children, often stresses her ability to
juggle pressure. At last year’'s Mood
of the Boardroom breakfast debate —
her first — she leaned heavily on
authenticity:

“Icame here today thinking I'm
going to embraceitand have fun.It's
an extreme privilege tobeinaroom
with the business leaders of this
country,”she told CEOs. “Twon’'t stand
here and make political promises that
Idon'tintend to work my ass off to
keep.Iwillalways take a meeting or
acall,and Iwillalwayslisten.”

She went further, stressing that
collaboration must bereal, not
rhetorical:

“Tvebeen incredibly grateful for
those thatI have met with, youhave
been graciousin your time and your
free and frankness. We may not agree
oneverything,butI'm going totell
youwhy wedon'tagree.Ithink that’s
how we can make New Zealand a
better place: when business,
government and opposition work
better, together.”

CEOs push for an

A clear majority of executives in this
year’'s Mood of the Boardroom survey
— 61% — support the establishment of
an independent institution such as a
Parliamentary Budget Office to pro-
vide impartial oversight of govern-
ment expenditure and fiscal policy.
A quarter are opposed, while 14%
remain unsure.

Supporters argue that such a body
would strengthen transparency and
accountability. Auckland Airport CEO
Carrie Hurihanganui says: “Fiscal pru-

Barbarais impressive. I'd
encourage her to spend
more time with business
leaders so that she can
present a bold and
confident economic
growth plan.

Investment firm head

Areal estate bossrecalls: “Barbara
was very good at last year’s Mood of
the Boardroom debate, keeping
Nicola Willis on her toes.”

During the debate, she also show-
ed flashes of ambition and grit. When
asked if she had the “Killer instinct”
tosucceed as Finance Minister,
Edmonds asserted that she does.

“Absolutely. You don't have eight
childrenand youdon'tgothrougha
tax degree and alaw degree without
struggles and challenges,” she told the
audience.

“You canbe nice, smart, intelligent,
considered —and do the hard mahi.”

Thatblend of humility and quiet
steel left an impression, though many
CEOs note they are still waiting for
thatresolveto translate into clear
economic strategy.

“She has good personal appeal, but
Thavenot seen any evidence of her
technical capability and strategic
thinking. Much is made of the fact that
she wasataxlawyer,but thisisafar
cry fromrunning the economy —we
need to see some policies first,” says
EMA chief executive John Fraser-
Mackenzie.

There hasbeen some criticism that
Edmonds hasbeen slow toland blows

dence is critical and an independent
body, set up correctly and with the
appropriate mandate, would add
value.”

New Zealand Initiative chairman
Roger Partridge notes Treasury’s fis-
cal updates often rely too heavily on
ministerial assumptions: “That leaves
voters and Parliament with projec-
tions that often look better on paper
than in practice. Many OECD coun-
tries already benefit from such insti-
tutions. New Zealand should, too.”

in Parliament and, for CEOs, Nicola
Willisremains the reference point by
which sheismeasured.

“Ireally like Barbara, but she needs
to exude much greater confidence,”
says the head of amajor law firm. “She
palesin terms of credibility against
avery strong Nicola Willis.”

But that hasbegun to shift when
Edmonds took Nicola Willis to task
earlier thismonth in question time
over the timeline of Adrian Orr’s
resignation from the Reserve Bank.

Edmonds challenged the Finance
Minister on withheld texts and
delayed disclosures. It wasarare
moment where Edmonds moved
beyond her usual measured tone to
apply real political heat —and
businessleaders say they want to see
more of thatedge.

Respondents acknowledge
Edmonds has put real effort into
building connections, with business
leadersnoting her weekly presence
in Auckland and her willingness to

The most credible of all
the shadow ministers.

Thomas Pippos, Deloitte chairman

engage. But they also stress that
listening must now be matched by
delivery —agrowth story, fiscal
constraint, and tax clarity.

“Barbaraisimpressive,” says the
head of aninvestment firm. “Td
encourage her to spend more time
withbusinessleaders so that she can
present abold and confident
economic growth plan.”

Her collaborative instinct was also
ondisplay in her formerrole as
Labour’sinfrastructure

A carefully scoped CGT,
with safeguards, could
make the system fairer

and more efficient
without discouraging
productive investment.

manufacturing CEO

spokesperson. At the Infrastructure
Investment Summit earlier this year,
she was instrumental in building
bipartisan support, backing the use of
public-private partnerships while
setting clear non-negotiables around
hospitals, schools, prisons and critical
infrastructure.

“These are the essential public
services, and people expect their
government to safeguard them,” she
told investors.

Several argue Labour’s six yearsin
government stacked costs on
business through higher wages,
expanded leave,added holidays, and
mounting compliance.

Onerespondentisblunt:
“Decisions were in the hands of
Labouritesjust like Barbara Edmonds,
anacademic whohasneverruna
business.”

That view is not universal, butit
underscores the gulf that Edmonds —
and Labour — must bridge before next
year’s election.

The capital gains test

That will be tested soon when Labour
unveilsits long-awaited tax package
—its first major policy offering of the
campaign. A capital gains tax (CGT)
iswidely expected tosit at the centre
ofit.

Theideais hardly new. Labour has
explored versions of CGT for decades
—fromDavid Lange’s tentative steps
in the 1980s, to Phil Goff’sill-fated 2011
campaign, to Jacinda Ardern’s
decision toruleit out despite Sir
Michael Cullen’s 2019 tax working
group urging reform. Each time,
political backlash forced retreat. Chris
Hipkins alsoruled it out in the lead-
up to the 2023 election campaign.

This year’s Mood of the
Boardroom survey highlights just
how divisive the issue remains: 34%
of CEOs support a CGT in principle,
47% oppose it outright,and19%
remain undecided.

Support today hinges on scope
and safeguards. “A carefully scoped
CGT, with safeguards, could make the
system fairer and more efficient
without discouraging productive
investment,” says the CEO ofa
manufacturer.

Institute of Directors CEO Kirsten
(KP) Patterson framesit as
generational fairness: “At some point,
New Zealand will need to lean into
acapital gains tax...it'snot sustainable
toleaveit until after the grey-bubble
generation has had their financial
reward and the burden falls yet again
onayounger generation already
struggling with home ownership.”

Auckland Business Chamber CEO
Simon Bridges adds a note of caution:

“A form of capital gains tax, if
accompanied by corporate tax relief,
is — with great care and skill — saleable
tomiddle New Zealand and business.”

As Auckland Airport CEO Carrie
Hurihanganui putsit: “The devilisin
the detail asnot all capital gains tax
policiesarethesame.”

The commonred lines for
respondents include applying it only
torealised gains, excluding the family
home and small businesses, and
offsetting it with relief for low earners.

Opponents are equally emphatic.
“Does not work as implied, and will
stifleinvestment,” says one.

Craig Stobo, chairman of the New
Zealand Local Government Funding
Agency, pointsback to 2019: “Sir
Michael Cullen’s tax working group
saiditall...itall sounds good until
the operational detailsarerevealed.”

Others argue for fiscal restraint
instead of new taxes: “If the
Government just focused on
spending wisely, that would notbe
required. Any new tax willbe
wasted.”

The emotional edgeis sharp.One
leader warns CGT could drive a “mass
exodus” to Australia. Another says
bluntly: “Iwould consider leaving the
country.”

Yet thereis also a pragmatic
middle, ready to support a narrowly
drawn, transparent regimeifitis
paired with credible growth
measures and income tax offsets.

For Edmonds, how she handles
this will be seen as a test not just of
her policy chops but of her ability to
sell Labour’s economic direction and
ultimately win the electorate’s
backing as Labour’s next Minister of
Finance.

independent watchdog

Others believe the need arises
from Treasury’s limited independ-
ence. “Treasury is not sufficiently ind-
ependent from the Minister of Fin-
ance,” observes economist Cameron
Bagrie. Deloitte chairman Thomas
Pippos adds: “The more we can depol-
iticise the articulation of ‘facts, the
better we will be.”

“Yes — but don't hire Elon,” jokes
Cordis Auckland managing director
Craig Bonnor.

But resistance remains. Critics ar-

gue it risks creating “more bureau-
cracy” when agencies should already
be exercising discipline.

“We shouldn’t need a Parliament-
ary Budget Office as every depart-
ment should already be delivering
transparency and fiscal discipline,”
says one CEO. “New Zealand is simply
too small to keep creating more agen-
cies to address systemic deficiencies.”

EMA CEO John Fraser-Mackenzie
worries about duplication: “On one
level it sounds appealing — but where

does it end — who will monitor the
monitors?

“If the incumbent officials cannot
manage their expenditure, they
should be replaced with those who
can. In business, your operational
leaders are responsible for this with
oversight from the finance function.”

Others question whether it was
simply Treasury’s role to begin with:
“Isn’t this what Treasury should be
doing?” asks an engineering CEO.

— Tim McCready
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Rhetoric may need to confront reality

Survey reveals
rising concern over
government
spending, tax
pressures, says
Thomas Pippos

urvey outcomes are always

impacted by the broader

context that currently

includes social, financial, and
geopolitical uncertainty.

While this year’s sentiments are
generally not diametrically different
tothosein prior periods, the reality
that navigating a way forward will
takelonger and willbe more
challenging than what may have
been thought in the past seems
omnipresent in the responses.

Unsurprisingly, given this context,
the majority sense tax rates are under
pressure torise (rather than fall), as
fiscal deficits, debt levels and the
broader economic performance
become morereal. The domestic
view, no doubt amplified by officials
already foreshadowing that if current
policy settings are maintained,
Government expenditurein
proportion to GDP will rise, with an
ageing populationbeing a coredriver.
Interms of the specific sentiments
around tax rates increasing, 45% feel
upward pressure internationally, 32%
think not and 23% are unsure.

The New Zealand sentiments are
similar but less strong, possibly due
to perceptions that our contextis
seen asless extreme than exists
elsewhere. In terms of what's driving
our upward pressure, one summed
itup, saying “there isno doubt during
Covid our Government overdiditin
its spending. Worse than that, the
spending was just that — it certainly
wasn'tinvestment.”

Thebroader theme isnow that this
needstobe addressed, including one
commenting, “Thereal solution lies
inrestoring prudent fiscal
management, focusing the
Government on essential services,

and reforming superannuation and
welfare settings. Without that
discipline, new taxes will fund waste
rather than securelong-term
sustainability.”

Consistent with this sentiment, the
tax policy response overwhelmingly
sought was to live within our current
tax settings, to accept that welive in
aworld of limited resources and to
make the trade-offs according. This
was a consistent theme, with one also
saying, “New Zealand’s fiscal
challengeis notinadequaterevenue
but runaway expenditure.”

This sentiment to largely live
within our current tax settings was
most pronounced around a wealth
tax, with 81% not supporting its
introduction and only 9% somewhat
supportive. Wealth tax, therefore,
remains very unpopular, a sentiment
that has existed from when itbecame
part of our tax policy vernacular. Gift
and estate duties similarly garner no
support, with 76% not supportive and
10% somewhat.

Interms of existing tax-setting,a
similar majority of 75% don’t support
increasing the overall tax charged to
businesses, including increasing the
company taxrate. Looking at this
through the other lens, only a
minority of 19% fully supporta drop
inthe corporate taxrate, 18%
reasonably support it,and 21%

INSIOE
ECONOMICS

somewhat supportive. However, 36%
haveno support foritat all. This
contrasts with last year’s sentiments,
where 67% considered that the
Government should consider a
reduction of the corporate headline
rate with only 20% not supportive. A
material sentiment shift over 12
months.

Juxtaposing this, there continues
tobe support for broadening the tax
onasset gains, including the taxation
of capital gains; with 61% fully,
reasonably, or somewhat supportive.
Only 37% were not supportive atall.
Onestated, “Tdon't supporta CGT on
its own. Done by itself, it's simply a
tax grab.Ifit were part of a tax
rebalancing, however, that lifted the
economy and productivity, this could
be worth considering.”

Wider than tax, the majority are
either fully (38%), reasonably (30%) or
somewhat (17%) supportive of
targeting superannuation by
increasing the age of eligibility, with
asimilar spread supportive of
targeting the same to those in greater
need.

Andin terms of government
expenditure that taxrevenuesare
required to fund, 31% havea
heightened concern around the
efficacy of government spending, up
from 16% last year, with that number
peaking at 85% the year before (under

Join Business Editor-at-Large, Liam Dann,
every Wednesday as he answers your questions
on the economic forces shaping our world.

nzherald.co.nz/inside-economics

In terms of
superannuation,
politics and appeasing
to political
constituencies seem to
drive the lack of
progress in this area, or
as a former politician
once mentioned ina
forum, ‘dishonest
politicians are a
function of dishonest
voters.

Thomas Pippos

the previous Government), which
had one then stating that “it was out
of control”. A similar sentiment this
year was, “to quote Sir Brian Roche:
we have got approximately 63,537
public servants, which isanincrease
of 30% over the last six years —our
economy hasnot grownby that
amount and it does not feel that we
have had a 30% increase in service
provision”.

This theme hasbeen articulated
across the questions in amultitude
of ways by many, as thereality of the
recovery hitshome.

Interms of wealth inequality, it
continues toresonate as a material
issue with only 14% feeling that the
concernhasreduced year on year,
albeit housing values have softened.
Similar to previous years, 66% feel
ensuring suitable minimum levels of
welfare and income (a heightened
safety net) is the mainresponse to the
problem.

When asked as part of solving
wealth inequality, taxing wealth in
addition to income continues to score
poorly at 9%, but similar to
sentiments already raised, taxing
realised gains on assets in addition to
income comes through more
positively at 45%.

Ending on a more upbeat note for
the Government, the vast majority
(70%)believe that the Government’s

goal toreturn to surplus in 2028/29,
one year later than previously
expectedisabout right, around the
same 67% last year. With concerns
around the ability to successfully
competein attracting capital and
labour at 63%, only slightly raised
from last year’s 55%.

The sentiments, therefore, again
provide some well-trodden ground
for the Labour opposition to
differentiateitself on tax and some
wider settings, which presumably
needtobecomerealinthe
foreseeable future. And for the
current Government to differentiate
itself more boldly — take the first-
mover advantage.

Stating the obvious however, the
opposition is more than just Labour,
and that in terms of Labour, when the
taxation of capital hasbeen fought
and lost four times since 2011 (if you
include the policy retreatin 2023 that
caused David Parker to step down as
the Minister of Revenue),it'snot
intuitive that they would go for afifth,
either alone or with others,and even
harder if it's with aleader connected
with the past.

Evenlessintuitiveis that they
would lead with a Wealth Tax or
include thatin any policy package
when they haven't been able to get
the taxation of capital gains over the
line.

Interms of superannuation,
politics and appeasing to political
constituencies seem to drive thelack
of progressin this area, or as a former
politician once mentioned in a forum,
“dishonest politicians are a function
of dishonest voters”.

Moving from the survey, possibly
our overarching challengesarea
fragmented voter base that is
capitalised on by fragmented political
alternatives, some far from the centre,
and a proportionate system that
amplifies the fragmentation, in
particular the sentiments far from the
centre. This is an unenviable context
inwhichtodrivelong-term policy
decisionsif “doing nothing” isn’t really
anoption.

@® Thomas Pippos chairs the Deloitte
New Zealand board. Deloitte is an
advertising sponsor of the Herald’s
Mood of the Boardroom report
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Topissues facing the nation
— CEQOs have their say

) /L

Andrea Scown
Mitre 10

@ Consumer confidence: the
economy is in recovery and as
business leaders we must
voice more optimism that we
are seeing sustainable growth,
it mightn't be at the pace we
would like, but it’s there.

@ Ageing Infrastructure: the
Government needs to back
one or two significant strate-
gies, not simply investing more
but taking a long-term view
that considers capital, labour
force, demand and overlaying
climate change. It’s difficult to
reconcile the spending happ-
ening with a well-communi-
cated strategy the average
Kiwi would understand.

@ Wealth divide: we have a
significant social problem that
presents as lack of access to
education, healthcare, aged
care. Difficult to imagine better
outcomes for 90% of New
Zealanders without
redistribution of wealth
through tools like CGT.

Mike Horne, Deloitte

@ Significant productivity
challenge reflecting capital,
international connectivity,
digital transformation and
R&D investment challenges.
Needs greater ambition and
international engagement; we
don't need a unique NZ
solution for everything. We
also need more attractive
investment settings.

@ Loss of skills / talent flight. NZ
can't just be a nice place to live,
we need economic ambition
as well. Requires reform of key
building blocks for education,
infrastructure, energy,
regulation and investimnent
settings.

@ Educational settings, and
preparing our young people
for future workforce require-
ments. There is a degree of
back to basics required but
also significant accessibility,
technology deficits and work-
force of the future skill settings
that need to be integrated.
Needs a far greater degree of
international connectivity.

Sophie Maloney, Sky

@ Ensuring New Zealand’s
economic growth and
resilience. We need to see
government spending highly
targeted toward initiatives that
stimulate growth and ease
pressure on households.
Current sentiment reflects that
many New Zealanders do not
feel wealthy; they are under
sustained financial pressure
and, in some cases, struggling
to afford essentials.

@ Social cohesionisa
concerning challenge for New
Zealand. We must also
confront ageism: older New
Zealanders are valuable
consumers and economic
contributors. Inclusivity across
age, stage, race and religion
must be central to our national
identity.

@ We need to strongly champion
nationwide investment in
digital infrastructure and skills
so all New Zealanders can
benefit from the digital
economy.

Blair Turnmbull
Milford Asset
Management

@ An nation ageing faster than
we are saving — as the New
Zealand population ages, we
must move beyond reliance
on NZ Super and build a future
where every Kiwi retires with
dignity through smatrt,
sustainable planning and long-
term savings solutions.

@ The cost of living crisis — to
tackle New Zealand’s cost of
living crisis, we need to think
bigger — NZ Inc must prioritise
productivity, innovation, and
long-term value creation to
ease pressure on households
and secure our economic
future.

@ New Zealand’s productivity
needs to be in the spotlight —
not from lack of talent, but
from lack of bold investment.
It's time to back innovation
and build the engines of future
growth.

Mal a Ingli

MitoQ

@ Modernising our
infrastructure: Set a minimum
committed spending on
infrastructure (% GDP)
guaranteed for long term
(20-30 years+ to allow proper
long-term planning), have it
governed by a panel of experts
(to stop political flip-flopping/
pork barrel projects) who are
responsible to Parliament (to
ensure accountability).

@ Revamping education system
—resetting NCEA (good start),
adjusting education in the face
of Al, more trade pathways,
and deepened investment in
R&D around NZ's core
competencies.

@ Resetting tax system — tax free
for income less than $25Kk,
capital gains (outside of family
home or new build) with
exemptions for small business,
and significant tax breaks/
incentives for R&D.

Survey respondents were given the opportunity to comment on the top issues and how they would resolve them

Mike Peterson

Scales Corporation

@ Asanexporting nation,
successfully navigating the
increasingly complex and challenging
global situation. Exporters will need
to stay agile,and adapt to changing
trade flows to ensure valueis
captured from international markets
and customers.

@ Improve confidence —for both
business and personal. Create the
environment for investmentand
retention of top talent. Will need
government to lead here with
provision of seed funding to crowd in
domestic and international investors.
@ Createanenvironmenttoretain—
and encourage return of top talent.
Improve core education — leadership
by Stanford superb here.Safer NZ —
Mitchell doing great work.

Craig Bonnor, Cordis Hotels

@® Theeconomy:Asthe Government
is unlikely toincrease spending asit
tries toreturn to Budget surplus, how
aboutareductioninredtape? That
will stimulate Corporate NZ, foreign
investors and visitors tofill the
spending void. Improved visitor visa
access will rapidly improve export
earnings. Increased tourism
immediately translates into dollars in
the pockets of everyday Kiwis.

@ Productivity: Redirect government
spending into education and skills
training. Prioritise research &
development, then incentivise
entrepreneurs to bring initiatives to
lifein New Zealand.

@ Energy:Policy, funding of required

generation, leading to pricing. Needs
more visible leadership and bipartisan
support to deliver long term energy
security at reasonable prices

Kim Ballinger, AsureQuality

@ Lack of cohesive vision for the
country. Establish a clear vision for NZ
outlining where is NZ’s unique point
of difference, communicate, planand
double down on executionand
needed investment.

@® Wearetryingtobeeverythingto
everyone, this means our resources
and priorities are spread too thinly
and are ineffective.

@® More bipartisan agreementon the
things that need long term plans and
commitment e.g. education

David Mair

Sanford

@ Lack of productivity — stop making
excuses!

@ Lack of unity.

@ Political uncertainty — we need
cross party agreements that take a
longer term view.

Tony Clifford

Pan Pacific Forests

@ Energyforindustry —gasand
electricity. Need along-term plan —
not election cycle frequency.

@ Tradeaccess. Intense diplomatic
negotiations with our key trade
partners.

@ Reducing cost of freight to
Australia so we can utilise our FTA
(CER) and grow exports there.
Increase port productivity inNZand
Australia.

Jason Paris

OneNZ

@ Lack of ambition — Government
and Business align on a bold 25-year
planforinfrastructure, education,
health and housing — and get on with
it.

@ Shorttermism — Nationaland
Labour need to stop arguing and get
on with thethings that they agree on.
Put politics aside and bring NZ’s future
tothe forefront.

@ Becomeanattractive place forthe
best and brightest to live, work and
invest — change our settings.

Scott Pritchard

Precinct Properties

@ Sluggish economy inourtwo
maijor cities despite strengthin the
regions. Need greater Monetary
stimulus.

@® Immigration policy settings —
adjustment to foreign buyer ban on
property.

@ Volatile constructionindustry and
loss of ¢. 20,000 skilled workers —
more consistentinvestment from
Central Government intoinfrastruc-
ture to stabilise and retain skills.

Don Braid

Mainfreight

@® Alack of economic growth.
Finding and promoting productivity,
releasing the constraints of
bureaucracy.

@® Alackofinvestmentin much
needed infrastructure across most
sectors of the economy. Look for
much needed offshore investment to
assist.

@® Governmentdebt. Prioritise
spending to promote economic
activity and the well-being, health and
education of our people.

Sam Stubbs

Simplicity

@ Lack of savingsto fuel productive
growth. Compulsory KiwiSaver and
rising contributions — finally.

@ Crazy levels of defence spending.
Five helicopters or Dunedin Hospital?
Which better defends our well-being?
@ Alandthethreattolowleveland
highlevel jobs.

Mark Rushworth

UP Education

@ Persistently low productivity and
weak economic growth. New Zealand
continues tolag OECD peers. We need
tax and regulatory reformto
encourage capital investment,an
innovation-driven growth strategy,
and a bipartisan plan with measurable
targets tolift GDP per capita.

@® Agrowingskillsand education
gap. Shortages in digital, health,and
trades while student outcomes slide.
Rebuild vocational and tertiary path-
ways in partnership with industry,
aligning funding with economic
needs, and complement this witha
smarter immigration policy.

@ Aninfrastructureand housing
deficit. Underinvestmentin transport,
energy, and housing limits produc-
tivity and drives inequality. We must
establishalong-terminfrastructure
pipeline, mobilise private capital
through PPPs, and accelerate delivery
through planning reform.

Roger Partridge

NZ Initiative

@ Crisis of ambition —we seemto

be too content with mediocrity. Even
whenwe’re ambitious as a nation, it
isjust to “close the gap” with Australia
—not to be the world’s most prosp-
erous nation. We could learn from our
sportsmen and women.

@ Unsustainablelevels of
governmentspending —and,
consequently, unsustainable
projected debt levels.

@ Lack of productivity growth —
which has myriad causes, from
housing affordability (consuming a
disproportionate share of savings), to
regulatory settings and educational
outcomes.

Craig Stobo

Local Government Funding
Agency

@ Greater Government fiscal
restraint requires cutting into
entitlement programmes, and
investmentin digital architecture.

@ Addressthe emerging firming
energy shortage with nuclear power.
@ Increasing reliance on exporting to
communist Chinarequiresa
diversification reset.

Silvana Schenone

Jarden

@ Competitiveness vis a vis Australia
@ Leakof talent during people's most
productive years: lots of training and
retiring years in New Zealand.

@ Infrastructure deficitand the
challenge of attracting long term
investment.
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The ‘bipartisan path’ to success

Westpac chief urges
stability on

housing, health

and education

Jenée Tibshraeny

estpac New Zealand

chief executive Cather-

ine McGrath is adding to

the chorus of Kiwis call-
ing for more bipartisanship across the
political aisle when it comes to the
management of the country’s infra-
structure.

Speaking to the Herald after taking
part in its annual Mood of the Board-
room survey, McGrath said the chan-
ges of approach between different
governments were creating uncer-
tainty and impeding growth.

“I completely respect that political
parties go in with different views, and
we value that as the voting public,”
McGrath said.

“But I think on some critical areas
of infrastructure — components of
health, components of education,
components of housing — having a
bipartisan path would let us firm up
in terms of the investments. It would
let us firm up in terms of the economy
and still give plenty of room for
different policy views and different
execution approaches.”

McGrath called on political leaders
to at least agree on the core aspects
of building infrastructure. She said
businesses struggled with the swings
between administrations. Every time
this happens, progress is paused as
the public sector figures out how to
articulate the change, while those in
the private sector must work out
what this means for them and how
they need to position themselves.

For example, McGrath recognised
more work was being outsourced to

Overall certainty around
government policy
would both give
developers and
community housing
providers real
confidence to start
scaling up.

Catherine McGrath

private healthcare providers under
the Coalition Government compared
to the Labour Government.

“We’re doing some work with quite
a cool-looking build that’s going to be
happening in the South Island, that
is assumed to be a mix of public and
private investment. Theyre just
having to get on with it in the hope
that the contracts firm up and it will
all continue in the way that it's cur-
rently planned,” McGrath said.

She noted the provision of public
housing was also being dealt with
very differently by the Coalition Gov-
ernment, which was leaning more on
community housing providers rather
than the state to build public housing.

While house prices and rents have
fallen, McGrath remained concerned
about housing affordability in New
Zealand. She praised the Reserve
Bank’s proposal to tweak the amount
of capital it requires banks to hold in
relation to the different types of lend-
ing they do.

McGrath was of the view that
having more granular rules would
enable banks to lend to community
housing providers at a lower cost.

“There have been some good pol-
icy decisions made by this govern-
ment, which is useful. But overall
certainty around government policy
would both give developers and com-
munity housing providers real con-

fidence to start scaling up.

“It means that we could look at
quite innovative lending structures
like shared equity and leasehold to
help. But again, having some bipar-
tisan certainty over some of the core
spine of that work, would be great.”

McGrath wasn't sure how much
more policy uncertainty there was
under a three-party government than
a single or two-party one, however
sherecognised having more decision-
makers involved could complicate
things.

All the drama around the resigna-
tions of Reserve Bank Governor
Adrian Orr and board chair Neil
Quigley hadn’t dented McGrath’s con-
fidence in the bank’s ability to do its
job — maintain price stability and
financial stability, including by regul-
ating banks.

“From a supervision team perspec-
tive, which is what, if I was the public
I'd be pretty focused on, they haven't
missed a step. They're still having all
the same conversations with us that
they always have done. And so, I
think in some pretty tricky circum-
stances, the team on the ground is
doing a great job at just continuing
to do their jobs really well”

An issue of greater concern to
McGrath was the impact divisive
“anti-woke” rhetoric in various pock-
ets of society was having on staff.

“But I think it's even more import-
ant to talk about it now, givenif you're
in a community that doesn't always
feel included, you probably feel more
marginalised now because of some
narrative globally than you might
have done before,” she said.

“The world feels like a less inclus-
ive place than it might have felt a
couple of years ago, and the reassur-
ance that I continue to give the team
here is that nothing’s changed at
Westpac. We still continue to do the
same mabhi that we've always done.”
@ Westpacis an advertising sponsor
of the Herald'’s Mood of the Boardroom
report.

Why we need vision, not just visibility

Dentons chairman
calls for bipartisan
attitude to growth
and infrastructure

Tim McCready

“Government isn’t a business school
exercise — it requires vision.”

That’s the view of Dentons chair-
man and global vice-chairman,
Hayden Wilson, who says the Gov-
ernment needs to step up to match
its economic targets with a more
ambitious and long-term strategy.

“It feels as though they're trying to
talk up the economy, when what they
should be doing is working with
business to enable the economy to
grow.”

Too many decisions, he says, seem
more about signalling action than
delivering results. “It's managerialism
rather than leadership,” he says. “And
what the business community wants
and needs from the Government is
leadership, partnership and engage-
ment.”

Despite efforts to support econom-
ic growth, he sees little sign of
momentum. “Saying you're relentless
for growth doesn't create growth,” he
says. “The Government has a role in
creating the enabling conditions for
that growth to occur.”

That lack of direction is made
worse, he says, by the dynamics of
the Coalition Government. While
coalition governments are nothing
new under MMP, he believes the
current government feels particu-

larly fragmented. “There does seem
to be a feeling that two minor parties
have significant sway. It feels more
like three equal leaders.”

The dynamic, he says, has created
uncertainty about who is actually
steering. “And that perception mat-
ters — particularly when long-term
decisions are needed.”

One initiative Wilson welcomed
was Investment Boost, the acceler-
ated depreciation tax incentive anno-
unced in this year’s Budget to encour-
agebusinesses to invest in productive
assets.

But he has observed that the policy
hasn’t had the desired impact. “Busi-
nesses don't have the confidence to
make large-scale capital invest-
ments,” he says. “It doesn’t seem to

have driven behaviour in the way
that the Government expected, or in
the way that I hoped it would, either.”

That lack of response, he says, re-
flects a deeper issue: a government
operating without a cohesive strategy
for growth. “We haven't seen a plan
for how growth gets achieved, and
what the government’s role in achiev-
ing that is”

Wilson says the economy — par-
ticularly in Auckland and Wellington
— is doing it tough. “It’s very sluggish,
and businesses don’t have confid-
ence that it's going to improve.”

He notes that even in the regions,
where people are feeling the benefits
of a slightly improved economy,
you'd expect some of that money to
be spent. “But for a lot of people, that’s

We seem tobe
trying to do too
much not well
enough, rather
than focusing on
how —in the fiscal
constraint we
have —money
can be invested
for the largest
return over the
longest time.
Hayden Wilson

going to pay down debt. It’'s not going
into long-term investment.”

Part of the challenge, he believes,
is how resources are allocated.

“We seem to be trying to do too
much not well enough, rather than
focusing on how — in the fiscal con-
straint we have — money can be
invested for the largest return over
the longest time.”

He adds that this challenge isn’t
exclusive to the current Government:
Labour, too, must be clearer about its
agenda. “It's not enough to oppose.
Labour needs to lay out its ideas on
infrastructure, accept that we have
thin capitalisation, and say how it
would do things differently.”

Wilson says unlocking long-term
investment — especially in infra-

structure and climate resilience —
depends on the assurance that poli-
cies will survive changes in govern-
ment. That, he argues, requires a
degree of bipartisan commitment
that has been lacking. He points to
enduring examples of infrastructure
as proof that longterm thinking
works.

“Wellington’s 1930s-era state hou-
ses are still standing strong nearly a
century on, even if no longer social
housing,” he notes. “Does anyone
think the social housing the Govern-
ment is investing in now will still be
there and still be attractive in 50 or
100 years?”

What's needed, he says, is a com-
mitment to infrastructure delivery
that survives electoral cycles.

“We run into this risk that a gov-
ernment gets in, throws everything
out, and starts again.” That kind of
reset, repeated every three years,
undermines trust in the pipeline.

“Both Labour and National need to
understand that bipartisanship is
more than just the other side agreeing
with you. Frankly, the business com-
munity and the New Zealand public
expect better.”

Wilson says climate issues, while
largely missing from the current
agenda, remain a live concern for
business — particularly around
insurability, managed retreat, and re-
silience. “Most businesses are still
quite concerned about the pure busi-
ness impacts of climate change.

“Those environmental and climate
credentials have long helped attract
people to New Zealand, and theyre
quietly slipping off the radar.”

@ Dentonsisanadvertising sponsor
of the Herald'’s Mood of the Boardroom
report.
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Power calls for

Simon Power’s
mission isto
improve the
balances of
KiwiSaver
members, writes
Graham Skellern

olicymakers need to take a

more courageous approach

to superannuation and re-

tirement savings just as they
have done with education and NCEA,
says Fisher Funds chief executive,
Simon Power.

“The reasons the change to NCEA
was a circuit breaker for the Govern-
ment were not that they were well-
signalled and had third-party en-
dorsement but, more importantly,
they were a good idea.

“You can't undervalue, in policy
terms, the power of a good idea. Intu-
itively the parents of kids doing NCEA
felt it wasn’t delivering the type of
educational excellence they were
used to. The idea resonated that
changes needed to be made, and that
takes courage. Getting bipartisan sup-
port for the scale of changing core
curricula was part of it.

“There is a parallel for having a
discussion around superannuation
and affordability of retirement.

“Just like the potential changes to
NCEA, there needs to be a willingness
for policymakers to step up and
change retirement settings in a cour-
ageous way.”

Power, a former National MP for
12 years and former Minister of Jus-
tice and Commerce, Consumer
Affairs, said over the past 12 months
that commentators have drawn to
the attention of policymakers that the
current settings are not sustainable —
it hasn't just been industry and the
Retirement Commissioner.

“Any change sits with the policy-
makers, not industry.

“There’s been a series of sugges-
tions and solutions put forward but,
for whatever reason, progress hasn’t
been speedy in the last 12 months.”

Last year Power told Mood of the
Boardroom that KiwiSaver schemes
and the NZ Super Fund have reached
a scale where they can play a larger
role in smoothing out the cost of
superannuation.

“We need to have a tripartite dis-
cussion on what retirement savings

will look like. The construction of the
conversation has changed because of
the size of the funds,” he said at the
time.

The NZ Super Fund has grown to
over $80 billion in value, and the 38
KiwiSaver schemes, with a total of
3.33 million members, had $128.6b
under management at March 31 this
year. The KiwiSaver assets had an
annual increase of 11.5%.

Power backed the move in the
May Budget to increase the employer
contribution to KiwiSaver from 3% to
4% over two years, starting from April
next year.

“That was a good start and has to
be applauded. But why stop there?
We need to paint a picture, and the
need for a 10-year view is incredibly
important. We don't have to copy
Australia, which increased the em-
ployer contribution to 12% in July,

There needs to be a willingness for
policymakers to step up and change
retirement settings in a courageous

way.
Simon Power

and their government superannu-
ation (called Age Pension) is means-
tested and available from the age of
67.

“We are 15 years behind them,” said
Power. “What the Government did in
the Budget was a powerful tool to
encourage a deeper conversation
about retirement savings and not to
be nervous about recognising that the
New Zealand public is really smart
and understands the nuance of long-
term policymaking if they are taken
on that journey.”

Power said there has been an
emergence of thoughtful, bipartisan
arrangements with infrastructure.
The same approach should apply to
superannuation and long-term retire-
ment savings.

“Forming accords and committees
is not the first step. The first step to
bipartisan policy making is getting
key figures across Parliament to trust
the association.”

Power said his firm has seen a 40%
increase in communications from
clients concerning significant finan-
cial hardship. According to IRD, there
were 4100 withdrawals from
KiwiSaver in July last year. This
increased to 4950 in July this year.

“I checked with my team and we
are not seeing this trend ease off at
the moment. What it’s telling us is that
working mums and dads are applying
for withdrawals. They are not large
sums of money, just hundreds of

pbolder moves on Super

dollars to cover week-to-week or
fortnight-to-fortnight living expenses.

“This is a leading indicator of how
the economy is sitting. Long-serving
staff haven't seen it like this before.
It’s really about household expendi-
ture pressure,” he said.

“One that sticks out is the increase
in power. Because it's a complex
industry, the reasons for the in-
creases are quite challenging to con-
vey. This is an opportunity for
policymakers to talk about the com-
ponents that make up the electricity
price and make sure the pricing is
widely understood.”

Power said while the Government
was considering a variety of reports
on the energy market, it would be
helpful to get visibility on what these
reports recommend and to engage in
a conversation.

“When you think about the sums
of money involved with KiwiSaver,
the increase in living expenses appli-
cations is not having a huge impact
on the overall numbers,” he said.

The average KiwiSaver balance
among New Zealanders is $37,000, a
slight increase of $5000 from last
year.

“My main concern is to get the
balances up for people heading into
retirement. It does worry me that the
year-on-year balance is increasing
$5000.”

Power suggests that the employer
contribution to KiwiSaver should in-
crease up to 9% or 10% over a period
of 10 to 15 years. “My point is, we need
to have a plan beyond two years.
Retirement savings is not straightfor-
ward but we need to have a debate.”

@ Fisher Fundsisanadvertising
sponsor of the Herald'’s Mood of the
Boardroomreport.
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Business leaders deliver

blunt verdict on Hipkins

hris Hipkins is facing a sharp

verdict from New Zealand’s

top chief executives. Asked

in the Mood of the Board-
room CEOs survey to rate his per-
formance as opposition leader in
holding the Government to account
on critical nationalissues, the average
score delivered is just 2.01/5. More
than 70% of respondents give him a
rating of just 1/5 or 2/5.

The upshot is a warning that Lab-
our looks like a party waiting for the
Coalition Government to collapse
under its own failures, rather than
offering a credible alternative.

“The Labour Opposition generally
lacks visibility and is generally simply
looking for the Government to fall out
of favour,” says Deloitte chairman
Thomas Pippos.

An engineering CEO is equally
blunt: “He appears to be watching the
Government implode instead of step-
ping up and showing leadership, how
can Labour demonstrate they can
lead the country out of the current
economic climate?”

A law firm CEO sums up: ‘I really
like Chris Hipkins but am frustrated
by his lack of leadership. Re-ignite
what he and the Labour Party believe
in — have a vision for New Zealand
that will inspire and ignite action.”

For some, the issue goes beyond
opposition tactics to credibility. “I find
it difficult to reconcile responsibility
for the policies of the last Govern-
ment with critiques of the current
Government’s attempts at managing
the consequences of those policies,”
says Local Government Funding Ag-
ency chairman Craig Stobo.

Others highlight his public absence
from the Covid inquiry, his unwilling-
ness to front mistakes from Labour’s
past term, and a tendency to focus
on political point-scoring rather than
solutions.

But most want clearer direction.
“He’s good in some areas, weak in
others,” says Ventia executive gen-
eral manager Damian Pedreschi. “It's
time to hear more clearly what his
and his party’s position is on key

Peters rises as Sey

CEOs award low marks to Labour line-up, writes Tim McCready

topics and back it up with their plans
and policies.”

A tech boss adds: “Hipkins has im-
proved Labour’s standing and sharp-
ened accountability on key policy
areas, pending clearer, costed alterna-
tives across the board.”

Not all verdicts are so uncompro-
mising. Some see merit in Hipkins’
cautious approach.

“I think he’s played a clever game
— mostly keeping his head down,”
says a tourism chairperson. “He do-
esn't need to do much, as the public
don't like Luxon, the economy is
awful and people will just want to feel
they are voting for something better.”

But business leaders agree the cur-
rent strategy cannot hold indefinitely.

After Jacinda Ardern’s resignation
in early 2023, Chris Hipkins was
swiftly elevated to Labour’s leader-
ship. A senior minister under Ardern,
he had held portfolios including edu-

pr-r

cation, public service, police, and Co-
vid-19 response.

Hipkins sought to reset Labour’s
agenda with what became known as
his “policy bonfire”, including shelv-
ing the RNZ-TVNZ merger, withdraw-
ing proposed hate speech laws, delay-
ing the social insurance scheme, and
changes to Three Waters. He framed
the shift as amove back to “bread and
butter” economic issues, an attempt
to narrow Labour's focus and
reconnect with middle New Zealand.

Since Labour’s defeat in 2023, Hip-
kins has sought to reset Labour with
a deliberately lower profile.

While in some ways this has wor-
ked — he has polled close to Prime
Minister Christopher Luxon this year
and is now leading in some preferred
leader surveys — many in the board-
room say the strategy risks being
perceived as too quiet and too often
absent from the policy debate.

Deputy PM job share gets mixed review from business leaders

Tim McCready

Chief executives are moderately posi-
tive about the novel shared Deputy
Prime Ministership arrangement,
born from coalition negotiations bet-
ween Prime Minister Christopher
Luxon, Winston Peters, and David
Seymour.

Peters served as deputy for 18
months before handing the title to
Seymour on May 31 this year.

The arrangement scored 3.07/5 by
respondents to the Mood of the
Boardroom, on a scale where 1 means
“not impressive” and 5 equals “very
impressive”, with many surprised at
how smoothly it has functioned, giv-
en the potential for friction between
three leaders with different political
styles and priorities.

“Didn’t predict that!” says one. An-
other remarks: “For the most part,
behaving like responsible adults ... it
has worked so far.”

Several note the coalition’s cohes-
ion: “They have done very well bring-
ing three diverse leaders together,”
while another observes: “Surprisingly
cohesive.. so far.”

However, not all share this positive

view. The head of a prominent law
firm labels both deputy leaders as
“terrible and destructive for New Zea-
land”, calling for a rethink of the MMP
voting system itself.

An engineering CEO was also criti-
cal, saying the arrangement “doesn’t
work - too much competing with own
agendas and too many egos. Minor
parties have too much to say on
policy setting in New Zealand.”

Several respondents feel the ar-
rangement has weakened the Prime
Minister’s position.

“Playing politics and creating a
weird dynamic. This has not strength-
ened the PM’s position and, in fact,
at times undermines him,” notes an
infrastructure boss. A logistics CEO
says: “The Government did not need
the change mid-term. An unneces-
sary distraction.”

Minor party leaders

New Zealand First leader Winston
Peters once again emerges as the
most impressive minor party leader,
receiving a score of 3.70/5 from busi-
ness leaders, up from 3.40/5 last year.
He is the only minor party leader to
increase his score year-on-year.

A CEO in the logistics industry
remarks: “Peters is very effective in
foreign policy, but I am aware of the
MMP politics around rail, which is not
impressive.”

NZ First has pushed a broad ag-
enda — from controversial proposals
like the since-withdrawn Fair Access
to Bathrooms Bill and legislation to
define “woman” and “man” in biologi-
cal terms, to measures targeting
banks’ use of ESG criteria. It has also
championed judicial reform, limits on
the Waitangi Tribunal, and advanced
the $12b Regional Infrastructure
Fund to boost provincial economies.

At its annual conference this year,
Peters unveiled further ambitions:
compulsory KiwiSaver contributions
rising to 10% and offset with tax cuts,
a migrant “values statement”, and
legislation to make English an official
language.

The event also featured former
Labour minister Stuart Nash, fuelling
speculation about a role with the
party. Days later, Nash resigned from
Robert Walters and the Taxpayers’
Union after crude comments about
women on online radio station The
Platform, which Peters labelled “not

[ think he’s
played a clever
game — mostly
keeping his
head down. He
doesntneedto
domuch, as the
public don' like
Luxon, the
economy is
awful and
people will just
want to feel
they are voting
for something
better.

Tourism chairperson

Labour’s challenge in opposition is
not only rebuilding credibility with
business, but convincing voters it can
chart a course without appearing
constrained by its potential coalition
partners. With polling suggesting La-
bour cannot govern alone, many in
the boardroom fear power-sharing
with the Greens and Te Pati Maori
could hand too much influence to
more activist policy positions.

Hipkins has sought to allay those
concerns by stressing “jobs, homes
and health” as Labour’s core priorities,
while keeping up regular engagement
through business roundtables and
economic briefings. But doubts re-
main.

Labour’sinvisible fronthench
leaves business wanting more
The survey reflects those doubts.
Most of Labour’s frontbench are rated
closer to “not impressive” than “im-

acceptable” but noted Nash had apo-
logised.

Business leaders remain relatively
lukewarm on the performance of the
other minor party leaders, with rat-
ings largely slipping from last year.

pressive”, with business leaders re-
peatedly citing a lack of depth, direc-
tion and co-ordination.

Barbara Edmonds tops Labour’s
performance rankings with an aver-
age score of 3.20/5, reflecting cautious
but growing respect for her role as
finance and economy spokesperson.

She also holds the savings and inv-
estment portfolio.

Kieran McAnulty, responsible for
housing, infrastructure and public in-
vestment, scores 2.87/5.

Beyond them, the ratings fall away
sharply. Even Labour leader and for-
mer Prime Minister Hipkins lags well
behind with 2.28/5.

Next is Ginny Andersen (police) on
217/5, Megan Woods (energy) on
216/5, Ayesha Verrall (health) on
2.07/5, and Carmel Sepuloni (Auck-
land issues) on 2.04/5.

The bottom-ranked three of Lab-
our’s front bench all score below 2/5:
Willie Jackson (Maori development)
rates 1.78/5, Jan Tinetti (workplace
relations) 176/5, and Willow-Jean
Prime (education; children) on 1.53/5.

“Not as co-ordinated on communi-
cations as they need to be, especially
between Chris and Barbara,” notes the
CEO of a large law firm. “Need to
demonstrate greater clarity, strength
and energy. We need a stronger op-
position and option — and fast!”

There are some serious doubts
about competence. “Very few are in
command of their portfolios or give
a clear sense of strategic direction,”
says a recruitment boss. Others argue
Labour has “lost any fight and lead-
ership” and remains “largely anony-
mous and impossible to understand
what their policies might be.”

Even those more sympathetic em-
phasise the need for urgency. “I hope
the Labour Party is biding its time and
doing some serious policy work be-
hind the scenes a year before elec-
tions,” suggests Auckland Business
Chamber CEO Simon Bridges.

“Regardless of what the outcome
may be, New Zealand deserves an
Opposition that is keeping things
competitive.”

An independent director notes
that minor parties are “generally
distracting and negative and do not
have the nation’s long-term interests
in mind”, while an energy CEO says
they “disproportionately impact core
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oudon'tneeda
weatherman to know which
way the political winds are
blowingright now. They are
beginning to rustle theleadership of
Prime Minister Christopher Luxon.

Last week’s GDP figures, the week
before‘'s migration numbers, along
with theregular drumbeat of
industrial layoffs, all point toan
economy thatis in the economic
intensive care ward.

Poll after poll and survey after
survey reflect a widespread view that
the country is drifting and that the
Government hasno credible plan to
stop that. The Westpac-McDermott
consumer confidence measure,
although it has moved up since 2023,
remains well below the long-run
average.

The September Taxpayers Union-
Curia poll shows that 52 per cent
think the country isheaded in the
wrong direction compared with only
38 per cent who thought thatin
January last year.

Italso shows National and Labour
less than 1% apart,and even more
ominously for National, it showsa
centre-left coalition of just Labour
and the Greens within 4% of the
centre-right National, Act, NZ First
coalition. That poll isimportant
becauseit is from Curia, whichis
David Farrar’s polling company and
which has polled for National since
theKey years.

Itisnow conceivable that this
could be a one-term government.

The polling willbe doing the
rounds of the weekly National
Caucus year-group drinks’ sessions,
where it will be the platform for
discussions about who to blame for
the situation and how it might be
reversed. Inevitably, those
discussions willfocus on the
leadership.

policy frameworks for a prosperous
and fair society”.

An industry body executive notes
that since the 2023 election, too many
of the smaller party leaders have
done more to divide us than unite us.

Luxon faces doubts as polls tighten and caucus loyalty looks shaky

This won't be the first time this
year that has happened. There are
reports that some Caucus members
canvassed a change inleadership
earlier this year but were persuaded
by a senior Caucus figure to back off,
on the grounds the party could not
afford the political trauma of a
change.

The MPs were apparently remin-
ded of the damage the leadership
changes had donein 2020.

Instead, it seems tohave been
accepted that any leadership change
should happen after the next election.

But that was then, and the Curia
pollisnow.

Very few National MPs bother to
giveany impression that they
actually like the Prime Minister or
even hold himin particularly high
regard. Labour’s main attack dog,
Kieran McAnulty, hasbeen alluding
to thisin his Wednesday debate
speeches, where helikes to point out
what he claims is Luxon’slack of
support within his own Caucus.

Heisright,and itis what makes

Tllustration / Paul Slater

“In 2025, New Zealand needs leaders
who can rise above partisan point-
scoring and build the kind of consen-
sus that strengthens, rather than
fractures, our society.”

Act leader David Seymour is rated

the Prime Minister vulnerable.

Veteran Labour Party activistand
former general secretary of the party,
Mike Smith, wholived through the
putative coup attempts against Helen
Clark, developed what he called
“Smith’s Laws of Politics”.

One, don’t panic; two,havea
runner; three, learn to count; and four,
don'tbelieve what youread.

Luxonmight take comfortinlaws
two and three. He hasno obvious
uncontested successor, so thereisno
runner with a clear majority within
the Caucus.

Avyear ago, that might havebeen
his deputy, Finance Minister Nicola
Willis, but her star appears to have
faded with the economy. Sheisnot
helped by anincessant Taxpayers’
Union campaign against her.

Then there is RMA Reform,
Transport and Infrastructure
Minister, Chris Bishop, wholooked as
though he might replace her as
caucus favourite. But even though he
hasbeenmentored over the yearsby
Speaker Gerry Brownlee, he does not

313/5, down from 3.40/5 last year.

His promotion to Deputy Prime
Minister is a visible marker of Act’s
leverage in the coalition.

The party advanced a strong free-
market agenda, establishing a Minis-
try of Regulation to cut back excess-
ive legislation, driving tougher poli-
cies on youth offending and gangs,
and advocating for longer parlia-
mentary terms to deliver more stable
governance.

Beyond Parliament, Act is exten-
ding its reach into local government
through Act Local, a slate of candi-
dates campaigning on lower rates,
core services and a back-to-basics
approach in the upcoming local elec-
tions.

Business leaders acknowledge
Seymour’s work ethic, with one re-
cruiter noting: “Like him or not, he is
the hardest worker in Parliament,”
says a recruiter. Others are more criti-
cal: “Seymour shouldn't have wea-
ponised Maori for politics. “It has hurt
Act, making it seem extreme, and
damaged Seymour’s reputation,” says
an independent director.

The Greens’ co-leaders have suf-
fered sharp drops in their ratings.
Chl6e Swarbrick has fallen to 1.72/5
from 248/5 in 2024, while Marama
Davidson is rated just 145/5, down
from 1.82/5.

Since 1957,
parties have
changed
their

leader in
Government
seven times
and each
time gone on
to lose the
next election.
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yet seem to have been able to capture
an overwhelming wave of support
from among his colleagues.

Nevertheless, until recently, it
seems to have been agreed within the
Caucus thatifit cameto aleadership
vote now, it would be between Willis
and Bishop. However, things appear
tobe changing with two more names
being added to thelist.

Health Minister Simeon Brownis
widely admired by his colleagues for
hisno-nonsense ability to managea
tough portfolio. But he is young and,
perhaps more importantly,a hard
social conservativeina party that
knows it must win more young and
female centrist votesifitis to prevail
atthenext election.

Thatleaves therising star, Erica
Stanford.

Stanford worked for Murray
McCully in his East Coast Bays
electorate office and then succeeded
him as MP in 2017. She was one of
the few new Ministers in 2023 who
entered the Beehive with aclear
policy programme in her two

the Greens slip with CE

In 2025, New Zealand
needs leaders who can
rise above partisan point-
scoring and build the
kind of consensus that
strengthens, rather than

fractures, our society.
Industry executive

The party has endured a bruising
run of scandals and turmoil since the
election: Golriz Ghahraman'’s resigna-
tion over shoplifting allegations, the
sudden death of new MP Efeso Col-
lins, Darleen Tana’s expulsion after
allegations of migrant exploitation,
Davidson stepping back for a period
after a breast cancer diagnosis, and
Julie Anne Genter being censured
after an angry outburst in Parliament.

Swarbrick has sought to reset the
agenda with the Greens' alternative
Budget, proposing ambitious spend-
ing funded by new taxes and debt.
But critics say gaps in the detail risk
undermining credibility and alienat-
ing potential partners.

Most recently, Benjamin Doyle,
who replaced Tana, announced their
resignation after months of online
harassment.

portfolios of Education and
Immigration.

Itwas obviousshe had putinthe
legwork inboth areas and hasbeen
able toimplement them with only the
usual griping from the teacher unions.

The Caucus hasbeen impressed
with her relatively trouble-freerun as
aminister.

Sheisbelieved tostill have the
support of McCully, and that could
make her a powerful contender in
any leadershiprace.

But all of thisis speculation.

Goingback to Smith’s Laws, there
are no apparent signs of panic within
the National Caucus. Indeed, most
MPs are at pains to say thereisno
case for aleadership change before
the election.

What they probably meanis that
unless things get seriously bad and
the whole Government is starting to
stare defeat in the face, thereisno
case for aleadership change.

Buteven then, history suggests
they would proceed with caution.

Since 1957, parties have changed
their leader in Government seven
times and each time gone on tolose
thenext election. That suggests that
the Caucus’s first moveif the polls
don’trecover willbe to get Luxon to
change some things. That could mean
a Cabinetreshuffle or changesin
Luxon’s own staff or both.

Any reshuffle would focus on
Willis as Finance Minister and would
bring coalition tensions into play.

They mightbe enough tosave her.

Otherwise, the Cabinet would get
what Sir John Key used tocalla
“refresh”, which could mean the
departure of underperforming
Ministers like Mat Doocey and
possibly Simon Watts, who has
antagonised the farming lobby and
the promotion of Ministers currently
outside Cabinet, like Chris Penk and
James Meager.

Butthereareno easy answers.
Smith’s Laws may save Luxon even
if they don’t save National.

@ Richard Harman s a respected
political commentator and author of
the Politik newsletter.

A real estate CEO laments: “Sadly
Swarbrick has gone backwards, and
the Greens aren’t the party they used
to be”

Te Pati Maori’s co-leaders have lost
further ground with business, rating
just 1.36/5 for Debbie Ngarewa-Packer
and 1.39/5 for Rawiri Waititi, down
from 1.69/5 last year.

The party celebrated a major win
with Oriini Kaipara’s decisive Tamaki
Makaurau by-election victory over
Labour’s Peeni Henare earlier this
month.

But that momentum has been ov-
ershadowed by controversy.

Waititi, Ngarewa-Packer and Hana-
Rawhiti Maipi-Clarke received record
parliamentary suspensions for refus-
ing to apologise after performing a
haka during the Treaty Principles Bill
debate — a move deemed “intimida-
ting” by the Privileges Committee.

Internal strains have also emerged.
Mariameno Kapa-Kingi was abruptly
removed as party whip, while Takuta
Ferris drew cross-party condemna-
tion for comments about non-Maori
campaigning for the Labour Party in
the by-election.

While the co-leaders are standing
their ground, CEOs remain sceptical.

“Debbie and Rawiri — divisive and
disrespectful,” says an engineering
boss.
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Executives divided on
defence spending plan

Debate grows over how Defence will use its $12b budget boost, writes Tim McCready

usiness leaders are split on

whether the Government’s

commitment to raise de-

fence spending to 2% of GDP
is enough to keep New Zealand
secure in an increasingly volatile
world.

Just under a third (32%) of resp-
ondents to the Herald's 2025 Mood of
the Boardroom survey believe the
target is sufficient, while 43% say it
falls short. The remainder (25%) are
unsure.

The debate comes as the Govern-
ment commits $12 billion over the
next four years — $9b of it new money
— to modernise the New Zealand
Defence Force. Spending is expected
to climb above 2% of GDP within eight
years.

For many executives, the chal-
lenge is scale. “A percentage of our
small GDP will never be enough,” says
Mainfreight CEO Don Braid. “Strong
security relationships with other
nations remain our only options.”

Jason Paris, chief executive of One
NZ, is direct: “We will never be able
to invest enough to protect ourselves
without our partners.”

Forsyth Barr managing director
Neil Paviour-Smith warns, “New Zea-
land is only truly ‘protected’ if we are
part of a credible set of defence all-
iances. The cost of that may well be
more than 2% of GDP.”

Several major investments are
earmarked between now and 2028.
These include replacing the ageing
Boeing 757 fleet ($600m to $1b), ac-
quiring maritime helicopters ($300m
to $600m), and enhancing strike
capabilities ($100m to $300m) in ad-
dition to cybersecurity, drones, and
personnel housing upgrades.

Ventia executive general manager
Damian Pedreschi emphasises the
need to support people as well as
hardware. “Our defence force will
always be small but mighty,” he says.
“We need to give them the appropri-
ate living and working facilities, and
up-to-date equipment to carry out
their core functions.”

Several respondents highlight that

The Defence Force is acquiring five MH-60R Seahawks. The helicopters are equipped with advanced systems for

detecting and targeting submarines and surface threats.

the debate is as much about credi-
bility with allies as it is about the
headline figure.

“For our allies, the commitment no
doubt speaks louder than the percen-
tage,” says Institute of Directors CEO
Kirsten (KP) Patterson. “It’s a signal to
friends and allies that we take our
shared security seriously.”

Others stress that execution is
what matters. “Chronic underinvest-
ment needs a transformational ap-
proach,” notes ServiceNow country
director Kate Tulp. “How will Defence
spend that investment at pace with
the current skill sets employed? This
will be the determining factor.”

Chronic underfunding is repeat-

edly cited. “Defence has been
woefully underfunded for decades.
Significant investment in innovation
is essential, justlook at how fast things
are moving in UKkraine,” says Retire-
ment Villages Association executive
director Michelle Palmer.

Dairy Holdings chairman Greg
Gent adds that catch-up capital is
essential, given the lift is “off a very
low base”.

Auckland Business Chamber CEO
Simon Bridges calls it “the right thing”
but says one could argue the time-
frame is on the tardy side: “A job
worth doing is worth getting on with.”

Still, not all believe New Zealand
should be chasing higher figures.

Photo / Supplied

“We have to be realistic about our
country’s balance sheet,” says
Freightways chairman Mark Cairns.
“Two per cent of GDP seems a sens-
ible lift from where we have been.”

“To go from 1.2% of GDP to 2% of
GDP will require $30 billion of addi-
tional cumulative funding. Where is
that coming from?” asks Cameron
Bagrie, managing director at Bagrie
Economics.

Some are sceptical of the value of
the spend.

“It's probably one where we would
be better off considering carefully our
diplomatic efforts than trying to build
a modern navy,” says Jarden manag-
ing director Silvana Schenone.

Time for a targeted population

Scott St John

“ fyoudon’t know where
youare going,any road

will get you there,” wasan
early lessoninmy career.

Like many Western countries, New
Zealand faces three big challenges: an
ageing population, infrastructure
deficits,and high government debt.

Policiesinrecent yearshave
borrowed from the future to pay for
the present. This means theburden
of today’s spending falls on
tomorrow’s taxpayers, making it
harder to meet future needs.

The New Zealand Government is
working hard to promote growth with
measures like golden visas,
accelerated depreciation for
productivity (Investment Boost), an
energy strategy, and the creation of
InvestNZ.

Yet, itremains difficult to meet the
public’s expectations. Some
understand these challenges, but
many may notbecauseit’snot the
most exciting topic.

The Government’s agenda would
benefit from alonger-term plan built
around a clear aspiration. A key part
of this would be a comprehensive
plan for New Zealand's population —

avision for populationand
immigration that supports better
urban and infrastructure planning.
New Zealand needs a population
policy.

While forecasting population
growth is complicated by many
external factors, it's too important to
ignore. Accurate population
predictionsinfluence nearly
everything —where peopleliveand
where we build schools, roads and
hospitals. That then determines how
we fund these needs — through taxes,
savings and investment.

We can either take a “wait and see”
approach or create abold plan for the
country we want tobecome.

This means having an honest
conversation about immigration.
There are twobasic approaches —
throw the doors open to almost
anyone or decide to target particular
groups.

Smart nations are targeting who
they need.Ithink high-skilled and
younger people are desperately
needed to support our economy.

Population policy should notbe
justabout numbers or filling jobs that
are currently unfilled; rather, it should
leverage New Zealand’s appeal to
attract talented people.

Thisisn'tjustabout wealth —
artists, teachers, doctors, nurses,
scientists, actors, researchers and
investors all add value. Consider the
lifetime impact of a great doctor or
nurse.

New Zealand’s most unique asset
isits quality of life. But if we want
talented people to settle here, we
must also makeit easier for them to
buy homes and obtain residency.

Theinternational tertiary
education sector isanother
opportunity. Changes in the United
States have made the sector more
fluid, and other countries — like
Singapore — are already moving to
attract top academic talent.

Similarly, wealthy or investor
migrants canbring industry,
entrepreneurship, global connections
and philanthropy to New Zealand.

The Government hasintroduced
innovationslike Golden Visas and
sponsored parent visas.

The proposed US Golden Visa
(with a US$5m fee), for example, has
attracted strong early interest.
Countries such as Portugal,
Argentina, Singapore, and others
have similar programmes.

Australiarecently replaced its
Golden Visa with the National

Innovation Visa, aimed at excep-
tionally talented individuals. The UK,
meanwhile, is still trying to balance
tax policy and international appeal.

New Zealand already has a great
trackrecord of welcoming successful
people who fallinlove with the
country,leading to tourism assetslike
Kauri Cliffs, Tara Iti, Te Arai, Craggy
Range, Elephant Hill, Cape
Kidnappers, Wharekauhau, Mahu
Whenua and Matakauri. Auckland’s
football club, Auckland FC, is another
success story.

Philanthropy has also flourished —
Auckland Art Gallery received a circa
$200 million art gift from the
Robertson family. Many schools,
environmental projects, and sports
tournaments benefit from the
contributions of foreign friends who
love New Zealand.

Clearly, there are many ways to
approach these challenges.It’s
important, though, that we view itas
aglobal contest. Talented people
have options,and many countries are
putting more effort into attracting
them.

Population trends are challenging
most countries — the competition for
top peopleisreal,and New Zealand
needs tobe competitive.

[.eaders back
model of
partnership

A strong majority of business
leaders back the idea of reviving
aformal partnership between
government, business, unions and
sector leaders to tackle New
Zealand’s most pressing
challenges.

Inthe Mood of the Boardroom
survey, 68% say they would
support the model, while 14%
opposeitand18% are unsure.

Many CEOs see clear meritin
bringing diverse voices together.
“Anything that tries to unify stake-
holder groups has to be beneficial,”
says Deloitte chairman Thomas
Pippos. The CEO of alarge law firm
callsit “an excellent idea, a credible
forumto genuinely listen and focus
onsolutions for afew key
priorities.”

Supporters point to overseas
examples, with Sanford managing
director David Mair, noting a model
“alalreland, but mustinclude
education”. Others say arefreshed,
time-bound forum could help with
skills, technology adoption and
productivity. As Institute of Direc-
tors chief executive Kirsten Patt-
erson putsit: “New Zealand’s
challenges are too complex for the
Government to solve onits own.
We need a genuine partnership.”

But not everyone is convinced.
The New Zealand Initiative
chairman Roger Partridge warns
against privileging a few organised
voices over others and the risk of
“lowest-common-denominator
compromises, more bureaucracy
and less accountability”. He says
“government should consult wid-
ely, but policy must be driven by
the publicinterest, notinsider deals
with a handful of stakeholders”.

Others doubted unions’ willing-
ness or ability to contribute con-
structively, atop recruiter saying:
“Il don’t believe unions have an
intention to address challenges.
Theteachers’ union, for example,
has created anindustry of under-
performance.”

For some, it came down to exe-
cution. “If they can get things done
and not slow things down, it could
work,” says an energy chairperson.
A banking boss is more sceptical:
“It sounds like suchagoodidea,
butI'd be dubious it would get off
the ground and deliver tangible
action.” — Tim McCready

olicy

With alargeland mass and a small
population, New Zealand has
valuable options to attract new
residents and should continue
exploring them.

If there are concerns about cultural
change, we could setrolling
percentage caps for immigrants from
any single country, say,15%. This can
be controversial, but other countries
doit.

Forinvestors, we could direct
investment — say, $5m or $10m —into
specific infrastructure funds, linking
immigration directly to benefits for
New Zealanders.

Thinking about population growth
inastrategic,long-term way helps
external investors, especially
infrastructure funders, plan for the
future. New Zealand’s small size
makes scale difficult, but it also allows
ustobeagileif we choose.

A comprehensive population
policy and plan that'sbased on long-
term strategic thinking will make us
attractive to international partners,
investors and the many young Kiwis
who see other countries as their
future.

@ Scott St Johnis the chairman of ANZ
Bank New Zealand and Mercury
Energy.
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New Zealand needs a
long-term power plan

Energy users want more assurance about prices and supply, and certainty that
capacity is being built to meet future demand, writes Graham Skellern

Mood of the
Boardroom

v =
£ .;-‘-':5;. Graham Skellern

any company
executives, particularly
inmanufacturing, are
spendingalot of time
managing energy issues at the
expense of increasing productivity
andinvestment in their business.

Rising prices and their impact,
along with the security of power
supply are never far from the chief
executives’ thoughts.

They were asked in the Mood of
the Boardroom survey:

@® How affordable are your

business energy costs (electricity, gas,

petrol, other) currently?
Respondents'replies averaged 3.05
out of 5, with 1being very unaf-
fordable and 5 easily affordable.

@® How concerned are you about
electricity pricing and itsimpact on
your business over the next12
months? The average response, this
time, was 2.8 out of 5.

@® When thinking about New
Zealand’s energy system, which is
most important to your organisation?
A third of the respondents said
availability and security of supply;
20% pricing/cost; and 2%
sustainability/emissions impact. But
44% of the respondents said they
wereall equally important.

Interestingly, 50% of the
respondents said if coal was the
lowest-cost source of electricity to
provide insurance for dry hydro
years, this would not createa
problem for the international sale of
their goods and services.

A September report by broker
Forsyth Barr was headlined:
“Electricity demand stormsback”.

The demand increased 5.7%in
August compared with the same
month last year, with the country’s
largest consumetr, the Tiwai Point
aluminium smelter, returning to full
demand for thefirst timein 14 months
and making up 60% of the increase.
The cold weather largely accounted
for the other 40%.

Hydro storage, at September 1, had
fallen to 72% of average, marginally
lower than the same timelast year.
Forsyth Barr said ina sign that the
lessons from winter 2024 have been
taken onboard, the electricity market
ismore confident of meeting winter
2026 electricity demand.

“Webelieve the large Huntly
Firming Option contract signed
between the four largest generator-
retailersin August is a key reason for
the market’s confidence,” Forsyth
Barr said.

The Huntly contract willmakea
material difference ahead of the next
dry winter, ensuring there was
sufficient coal on the ground at all
times and should help cap the
wholesale electricity price.

Tony Clifford, managing director
of PanPac Forest Products, spends
20% of his time managing the
company’s ongoing energy needs,
whether it’s securing long-term
power purchase agreements, finding
alternative energy sources or dealing
with other issues.

“The complexity of energy is so
massive thatithasbecomean
industry itself. 'm spending
management time on a utility instead
of developing markets and our
people, and that's unproductive.It’s
adilemma.”

Clifford said the increasing cost of
energy and theimpact onthe

The energy question

Energy issues are the standout concern in the 2025
Herald Mood of the Boardroom Survey. CEOs were asked:

How affordable are your How concerned are you about How concerned are you about the
business energy costs electricity pricing and its impact risk of energy shortages and their
(electricity, gas, petrol, other) on your business over the next impact on your business over the
currently? 12 months? next 12 months?
1=Easily affordable 1=Not concerned at all 1=Not concerned at all
1 3% 1 6% 1 7%
2 26% 2 17% 2 18%
3 39% 3 40% 3 32%
4 1% 4 25% 4 31%
5 13% No opinion: 8% 5 12% 5 12% f’ 1
5= Very unaffordable 5=Extremely concerned 5=Extremely concerned { r;’
Which is most important to your Should the Government require structural separation /
organisation? between electricity retailers and generators (similar
% to the 'Telecom' model) in order to encourage further
Unsure 17 investment and competition in the generation market?
!

All equally Availabilitg/ UEme

i tant security

Importa 44% Ay 27%
/ 20%

Sustainability/ Pricing/cost No

emissions impact 2%

If coal was the lowest-cost source of
electricity to provide insurance for dry
hydro years, would this create a problem
for the international sale of your goods

and services?

"
Not 10% Yes, minor
applicable
tomy
business
No
Unsure 4%
Photo: Alex Burton. Herald Mood of the Boardroom CEOs Survey 2025 /
—— Herald Network graphic
2
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business had been anissue for 10
years and said it was getting steadily
worse.

“One of our challengesis that
electricity makes up 25% of the costs
in running the mechanical pulp mill
—it'sakey driver of our economic
durability.

“Thelumber operation usesless
electricity and is 5% of the costs.”

He said his company lobbies the
Government to try tounderstand the
critical relationship between energy

affordability and business continuity.

“We'vereduced our consumption
of electricity by fortunately changing
the product line-up for pulp. For one

ik 2

Evan Maehl

5% Yes, signifcant

energy infrastructure to suppor

support the growth of Al, electric

Unsure 5%  Yes

tonne of pulp, we are now using half
asmuch electricity aswe did 10 years
ago —butin that time the cost per
unit (wholesale electricity) has gone
up threetimes.”

So, has this impacted profitability?
“Hell yes, worse than that —it’s
undermined investment confidence,
inthe company and generally.”

Clifford said the market structure
was not sufficiently incentivised for
building new generation. Some entity
inNew Zealand needsto take
responsibility for along-term energy
plan.

“There’s sufficient evidence that
shows energy doesn't suita pure

Q Has NZ made sufficient investment in

tthe

forecast rising electricity demand to

vehicles, and large-scale data centres?

Tony Clifford

A
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a
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market theory and thishasalong-
term chilling effect oninvestmentin
any energy-intensive business,” he
said. “Why doesn’'t a pure market
model work —one of theissuesis the
latency between increasing demand
and increasing supply.”

Methanex NZ, which has three
methanol production plants and is
the country’slargest user of natural
gas by far,has shutdown for up to
six weeks over thelast five winters
“tohelp the energy supply balance,
take the pressure off the hydro lakes
and keep thelightson.”

continued on B22

Managing waste to produce power

Waste Managementis proud that its
power needs are covered by
converting the organic waste
deposited at its five landfillsaround
the country into gas and electricity.
Evan Maehl, managing director of
Waste Management NZ, said, “We can
produce power for 25,000 homes off
the back of waste goinginto the
landfills. We actually produce more
than enough to power ourselves.”
But Maehlis “deeply concerned”
about theimpact of rising energy

prices and constrained supply on the
national economy.

“More process-driven businesses
will close because of the cost of
energy and more people will lose
their jobs. Households are spending
too much on electricity tothe
detriment of other things. We have
an energy crisis and we need every
bit of energy we can get,” he said.

“If there’s adrought or low wind,
we can end up with the power not
going on. New Zealand needs more

baseload electricity or energy
insurance to back up the
shortcomings of renewables (subject
towind, sunand-rain).

“If we want a buoyant New Zealand
economy, we need to lower energy
prices. There doesn’t seem to have
beenaplanoverthelast10 years.

We need to free up distributed
generation and flatten the demand
peak and fix the distortions caused
by the Emissions Trading Scheme,”
Maehl said.
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The generators are
busy firming
investment
decisions to meet
future demand
while looking
sideways to the
government for a
stable, long-term
energy plan, writes
Graham Skellern

hanks to the Huntly agree-
ment, the country’s genera-
tors are confident of meeting
the present electricity de-
mand and are looking ahead to cater
for future growth in consumption.

The dry winter and low hydro
levels last year, coupled with the
spike in gas prices caused by lower
production, created an energy short-
fall and a great deal of nervousness.
Some called it an energy crisis.

The four major generators, Genesis
Energy, Mercury, Meridian and Con-
tact, quickly shored up the security
of the electricity supply. They re-
cently established the 10-year Huntly
Firming Options (HFOs) contract, a
strategic energy reserve agreement
to maintain generation capacity.

The Huntly Power Station’s Ran-
kine (thermal) units will remain oper-
ational through to at least 2035, and
a stockpile of up to 600,000 tonnes
of coal will provide backup for dry
winters with low hydro inflows and
gas shortages.

Mike Roan, Meridian chief execu-
tive, said, “If we can’t get enough gas
to secure supply, then we have an
alternative through the Huntly ar-
rangement. I'm not concerned about
a shortage of supply. We are sorted
by replacing gas with coal.

“If we can't use gas to make elec-
tricity, then we need coal to make
electricity. It's a shame but we need
energy to power the economy. We
have dealt with the unexpected col-
lapse of the gas sector quite quickly
and efficiently.” Meridian looked at
importing liquefied natural gas but
went for the Huntly deal

Roan said the gas shortage spurred
the sector to invest in renewable
energy faster than expected. A big
capital investment takes time to
come to fruition but some solutions
will be online by the end of next year
and through 2027 and 2028.

He said there will be investment
in wind and solar farms, battery stor-
age, geothermal generation, and in-
creasing hydro storage capacity.

“Meridian is looking at a need to
invest $3 billion by 2030. We are a
third of the market and I expect $10b
will be invested through to 2030.
There’s been $12b of investment in
generation assets over the last 15
years.”

The electricity sector now consu-
mes 42 terawatt-hours (TWh) in a
year. Roan estimates consumption
will increase to 60TWh by 2050.

He didn't think the government
needed to make changes to encour-
age the sector to invest faster “than
we are” — though shortening the con-
senting timeframes would be helpful.

Releasing the contingent storage
would bring the consumer price of
electricity down by $4 million to $5
million a year. (Contingent storage is
the extra hydro-electric water held in
lakes below normal operating levels
permitted by resource consents).

Simon Mackenzie, who steps
down as Vector chief executive at the
end of the year, said the sector has
well-known challenges because of

I'm not concerned about
a shortage of electricity
supply. We are sorted by
replacing gas with coal.

Mike Roan, Meridian Energy

the market costs coming through —
and fundamentally it came down to
generation capability coupled with
the generation mix.

“It used to be more about gas and
thermal — there was more thermal
capacity back in the late 1980s and
early 1990s — and now Huntly is
doing God’s work. Hydro and other
renewables such as solar and wind
are dependent on nature. It creates
a major problem — we haven't got
firming capacity.”

Mackenzie said he still hasn't seen
any plan or accountability, yet energy
is so critical for the national economy.
‘Tve long argued for a Ministry of
Energy that manages the plan and
looks at what is needed going for-
ward. Or an independent system
operator could be separated out from
Transpower to run the market in real
time and over the longer-term com-
plete planning and analysis. Some-
thing needs to be put in place — we
don't have a cohesive, whole-of-
system view.”

The industry is waiting for the
release of the Frontier report and
Energy Minister Simon Watts' pro-
posed actions. Broker Forsyth Barr
said the Minister indicated changes
would be “surgical” in nature.

Assuming the report tackles the
key issues in the sector, “we expect
changes will target security of supply,
though the Huntly HFOs have already
done this to a large extent, and en-
abling additional generation to be
built,” Forsyth Barr said in its Power
Points report.

Malcolm Johns, chief executive of
Genesis, said there has been uncer-
tainty around the long-term rules for
the electricity sector — with falling gas
production and the scrapping of the
Lake Onslow pumped hydro scheme.

“Regulatory stability will open up
the ability for capital to be deployed
in real generation assets. We are in
a competition for capital and the rules
matter.

“We need a road code for the en-
ergy sector for the next 25 years. We
need to know that if you invest $1b
in renewables, then the electricity

market will be stable,” Johns said. “We
need to know where the wholesale
electricity settings will be sitting and
the rules around retail and long-term
policy. This all requires a bipartisan
approach (from political parties).”

Another gentailer boss said the
policy/regulatory focus was on retail
competition, but should be on long-
term energy security and competi-
tion for capital.

Pricing and affordability — which
haven't eased since 2019 — were still
major issues in the energy sector.

Increased line charges, approved
by the Commerce Commission, made
up 66% of the latest electricity price
rises.

Roan said the rise in wholesale
electricity prices was driven by the
increase in the cost of gas, and this
had flowed through to industrial and
commercial businesses.

“We are concerned about this and
we have written long-term purchase
contracts — up to five years and plus
— with our large customers, at
affordable prices,” said Roan.

The Mood of the Boardroom sur-
vey asked: How concerned are you
about the risk of energy shortages
and their impact on your business
over the next 12 months? The re-
sponses averaged 2.78 out of 5 with
1 being not concerned at all and 5
extremely concerned.

Also, given forecasts of rising elec-
tricity demand from sources such as
Al electric vehicles, and large-scale
data centres, did CEOs believe New
Zealand had made sufficient invest-
ment in energy infrastructure to sup-
port this growth?

There was strong unanimity
amongst the respondents — 87% said
No, and 8% Yes.

On the question, should the Gov-
ernment require structural separa-
tion between electricity retailers and
generators to encourage further in-
vestment and competition in the gen-
eration market?, the response was

It used to be more about
gas and thermal — there
was more thermal
capacity back in the late
1980s and early 1990s —
and now Huntly is doing

God’s work.
Simon Mackenzie, Vector

evenly matched. A total of 39% said
yes, 34% no and 27% were unsure.

An energy boss said New Zealand
still had the most stable domestic
energy market delivering globally
competitive costs, with the exception
of natural gas. The gas market re-
sulted from the failure of long-term
energy policy, leading to market
meltdown and everybody will pay
the price for this.

An independent director said the
need for reliable, affordable and
abundant renewable supply of en-
ergy is “the balance we live with
every day. This will always be a
balance — the sudden and unex-
pected drop in gas supply (as a result
of past government policy) combined
with the dry weather seriously
challenged the resilience of the sys-
tem. It is important that policy set-
tings for critical national infra-
structure are kept consistent between
political parties.”

A gentailer director said while ac-
knowledging it can be tough for cus-
tomers, “I think the sector does a
pretty good job working with cus-
tomers to help smooth their path.
International comparisons suggest
we punch well. We need to see the
income side of the economic ledger
improving.”

A transport chief executive said
the energy companies’ consolidation
around the Huntly reserve provides
short-term comfort.

A port boss said: “We just need to
accept coal burning at Huntly is core
to the next 20 years, and 100% rene-
wables is a Labour and Greens fan-
tasy.”

Fraser Whineray, an independent
director, said the Emissions Trading
Scheme through Huntly’s coal gen-
eration adds a tax which inflates the
whole market when there is no lower
carbon alternative. This unnecessar-
ily adds circa 20% to the futures
curve, which sets the price for com-
mercial and retail alike.

Whineray said solar energy was
only good at times. “We still need the
normal power. The benefits haven't
really shown up the other way en-
ough to fully switch over to solar. Inci-
dents like what happened in Spain
and Portugal with no power are an
example we need to observe and
learn from.”

Dave Rouse, CarbonClick founder
and chief executive, said solar and
battery back-up is in place, which has
been a good investment, and others
should do the same instead of worry-
ing about energy shortages. It will
help the grid considerably.

An electricity sector chief execu-
tive wasn'’t quite sure. “No one should
have confidence. The energy system
is in the worst shape it has ever been,
with electricity shortages and excess-
ive prices, coupled with gas in a dire
state. There is no short-term solution
other than hope.”

But an infrastructure chief execu-
tive said, “We will be fine in the short-
term but five years out, things get
sketchy. The model doesn't incent-
ivise building resilience.”

untly agreement the answer?

Meeting
evolving
energy
needs

Scott St John

Front of mind for me, as chair of
one of New Zealand’s major energy
companies, is how we meet
customers’ evolving energy needs,
ensureareliable supply of elec-
tricity and deliver that efficiently.
The datatells us our electricity
prices compare favourably with
countriesincluding Australiaand
the UK: New Zealand’s electricity is
sixth best for commercial and
industry; and 10th best for
household prices inthe OECD.
While a significant proportion of
electricity price increases this year
weredriven by
transmission
and lines costs,
we appreciate
any pricerisein e

the current &
.

environment
Scott St John
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hasanimpact.

Forgood
reasons thereis
genuine
concernabout energy supply,
especially gas. The gas supply
challenge New Zealand faces is
going toimpactall parts of the
economy. Therisein pricesand
uncertainty about availability is
forcing households, businesses
and industrial customers to
consider their energy use and
options. Asa purchaser and reseller
we share the concerns of govern-
ment, industry and consumers and
are pleased to see a greater focus
onlong-term gas outlook.

Our electricity sectorisona
multibillion-dollar capital
investment drive with more than
4TWh of new renewable
generation expected to be
commissioned between now and
2027 (enough to power up to half
amillion homes). Inthe past five
years, the sector hasinvested $2.9b
in generation; between now and
2030 afurther $5.5b is expected
tobeinvested. At Mercury, we have
invested $1billion in three major
renewable builds, set to deliver an
additional 1.1”TWh (enough to
power up to 142,000 homes).

We’re investing significantly in
hydro generation assets. Upgrades
atthree of our stations (aninvest-
ment of around $550 million over
the next few years) will deliver
increased output, efficiency and
reliability. Thisis believed to be the
largest reinvestmentin New
Zealand’s hydro history. We are
investing $175minto geothermal
drilling to support geothermal
generation, the unsung hero of
New Zealand’s energy story,and
expectedto grow inimportance.

We are developing solutions,
alongside other market partici-
pants, to help bridge the gap when
weather-dependent renewables
aren’tenough to meet demand.
Examplesinclude the demand
response agreement with Tiwai,
the recent agreement to establish
astrategic energy reserve at
Huntly, and retailer smart hot water
control programmes. With the
delivery of more generation, these
will have the double benefit of
securing energy supply and
helping to make our energy as
affordable as possible.

@ ScottStJohnis the chair of
Mercury NZand ANZ Bank New
Zealand
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Performance of the .

Soardroom: How

Let’s see more activism

Economist
Cameron Bagrie
says poor
governanceis
stalling NZ
productivity growth

ttheheart of any economy
isabasic concept; the
taking and managing of
risk.

New Zealand isnot good atit. We
can point toroad cone-itis, that
proliferation of road cones, but the
issues go way further. We build stuff
then mismanage it. We fixate with
housing at the expense of the real
productive economy.

Inthedesire tode-risk, have we
progressively knocked back that
preparedness to take risk? “It'stoo
hard”is a frequent comment.

The Reserve Bank took bank
capital settings too far,and New
Zealand banks are making incredible
returnsrelative to the volatility of
their returns, favouring residential
mortgages over lendinginto the
productive part of the economy. We
are “banking” on houses.

Minus 0.3%. Thatis the average
decline in capital productivity per
year since1996.

Capital productivity reflects how
well the capital stockis allocated,
managed, and utilised to generate
value.Itisanindicator of thereturn
oninvestment and affects the
competitiveness of New Zealand in
the global market.

Minus 8.7%. That is the declinein
thelevel of New Zealand capital
efficiency since1996. Thatis the
market sector alone and does not
include most of government.

Minus 6.6%. That is the declinein
capital productivity between 2022
and 2024.

It's easy to point the finger at the
Government —and we often do. Yet,
there are some major listed
companies that have destroyed alot
of shareholder value of late and over
time. It is time we also focused on the
Performance of the Boardroom.

Thenthereistherole of the
Reserve Bank and Banks. You do not
get wealthy selling more expensive
housestoeachother.

Isitreally thatbad?
The economy is the same size asit
was three years ago. Per capita wise

It hurts when you
fall from dizzy
heights or detox
from less sugar
candy — high
government
spending,
ridiculously low
interest rates and
quantitative easing.
But thatis a part of
normality.
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the economy is down 4% fromits
peak. Construction is suffering. Wage
inflation is not keeping pace with
general inflation so cost of living
pressures are intense.

Yetbuilding consents per 1000
residents are in line with the historical
average since 1966. Total bank profits
are $10 billion. The unemployment
rateishardly scary at5.3%.

Maybeit'sbeen too easy toblame
the economy. People’s memory of a
what areal downturnlookslikeis
short.

Thebusiness sector bore the brunt
of the 2023 and 2024 downturn
because they were slow to cut costs.
Labour (compensation of employees)
share of the economic pie spiked, and
operating surplus (returns to capital)
declined. That rotationisnow
reversing. It hurts when you fall from
dizzy heights or detox from less sugar
candy — high government spending,
ridiculously low interest ratesand
quantitative easing. But thatisa part
of normality.

How good are we at management
and around theboardroom table?
Not good, according to the OECD’s

from shareholders

2022 Economic Survey of New
Zealand.

That survey noted that
“Managerial practices in New Zealand
lag behind other advanced OECD
economies, holding back the
adoption and effective uses of digital
technologies.

“The deficit in management skills
results in low dynamic capabilities,
whichisholding back New Zealand
firms from grasping changesin
business environments and investing
instrategic intangible capital to
capture new business opportunities
orrespond to threats.

“Managementboards in New
Zealand’s firms are often more
focused on preserving existing value
and regulatory compliance than on
growth strategies thatinvolve
productivity-enhancing investments
and international expansion.

“In particular, thereisashortage
of board members withrich
managerial experience as opposed to
apreponderance of those from
accounting and legal backgrounds.”

The consequences havebeen two-
fold. Poor risk management of a
downturn and a failure to innovate

and embrace change.

Doweneed toseemore
shareholder activism driving
performance?Isay yes.Fromthe
fund management industry
especially.

After embracing reforminthe
1980s and rejecting import licensing
and subsidies which dampened
competition, it feels like New Zealand
has gone 360 degrees on somelevels,
with many industries such as the
grocery sector more powerful and
consolidated. Weak competition just
inhibits innovation and drives
complacency.

What's normal?

Asthe world embraces geo-strategic
and geo-politicalimperatives at the
expense of acommercial dictated
model, the era known as The Great
Moderation (1993-2019), which
involved globalisation, declining
interest rate trends, low inflation and
low volatility, has moved behind us.

Abundanceisbeingreplaced by
scarcity. Political leadership by
populismleadership. A liner world is
now non-linear as Al hits.
Demographicsarenolonger a
tailwind.

Many countries are facing
declining trends in productivity and
the International Monetary Fund’s
chief economist hasreferred to
dissatisfied populations which drives
voters towards the political
periphery.

Life will go on,but most of the
workforce’s and managements
experienceresides with a period of
stability, reasonable certainty and
low volatility.

Getting the Reserve Bank on track?
The Reserve Bankisa critical
institution, and their reputation has
been dented inrecent years. The
departure of the Governor and Chair
are only a part of the problem.

Warningbells were being raised
years ago with the imposition of
higher capital requirements on banks
(now set tobereversed),afocuson
periphery as opposed to core central
bankissues, and aboard that did not
appear to have therequisite skillsin
banking and macroeconomics. The
handling of the departure of the
Governor suggests insufficient
constructive tension around the
boardroom table. Where are the
questions aboutlosses on thelarge
scale asset programme?

Monetary policy over many
decades may has controlled inflation
but exacerbated asset (house) price
rises, and bailed out asset ownersin
many instances. Now, house prices

continued from B20

Stuart McCall, managing director of
the New Zealand operations, said,
“We are still feeling the effect of the
2018 oil and gas explorationban. A
lot of trust was lost.

“Thelower gas production
highlights therisk profile of the
energy sector asit transitions to
renewables, which canbe lessreliable
ifitdoesn’train, blow or shine.”

McCall said the country needs a
mature energy strategy. “You'd think
last year’s energy crisis was enough
political capital to do something
aboutit. The market and the

investment confidence isbroken,and
someone needs to step up and fix it.”

Hesaid gasis an extractive
industry and there needs tobe more
upstream activity such as drilling
more wells. “Weneed to find ways
of restoring confidence — with things
likeroyalty holidays, tax incentives
and underwriting investment —and
not flip-flop on policy.

“Ithink people havelost sight of
theimportance of energy to the
national economy, and the
uncertainty and risk that comes with
supply and demand.”

Anne Gaze, founder and chief
executive of Campus Link Foun-

dation, said over the past 12 months,
“our operational costs have escalated
by 18.4%, driven largely by rising
expenses across electricity, petrol,
and other essential inputs, challen-
ging under current market conditi-
ons,and we actively explore effi-
ciency measures on a monthly basis.

“We are expecting further incre-
ases, with wholesale prices having
already lifted circa 40% since 2019,
and market trends indicate upward
pressure with limited new generation
capacity,” she said.

“A10%rise in electricity costs most
definitely has a material effect on
operating expenditure and compe-

titiveness.”

Matt Wilson, managing director of
DB Breweries, said pending spikes in
gas pricesand alack of a clear elec-
trification plan — grid capacity and
matching generation todemand —
would have significant negative
impacts.

Craig Bonnor, who runs Cordis
Hotelsin New Zealand, said the gas
supplier has provided notice of cess-
ation of supply entirely in18-24
months. This necessitates
outsourcing of one part of the
business and significant capital
outlay in another part to ensure
continuity.

Sanford managing director David
Mair said fuel is a huge cost and will
likely go one way. “Who banned gas
exploration? Gasis the transition
fuel”

Alogistics boss said electricity
costs are skyrocketingand a
challenge torecover from customers.
An agribusiness chief executive said
volatility has made it difficult to plan
—“We cannot live with prices that
doubleyearonyear.”

Beca Group chief executive
Amelia Linzey said, “High energy
prices are having a significantimpact
onour clients, which ultimately flows
ontotheeconomy.”
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is it shaping up?

are stagnant as deleveraging takes
hold. The solutionislikely tobe even
lower ratesin the interest of getting
growth.

That will come with an expense of
further division within society.

Expect pressure on central banks
tointensify as economic and social
trade-offs intensify. The US Federal
Reserveis case in point, with inflation
saying donot changeratesbuta
weakening labour market calling for
lower rates. There is speculation of
athird mandate; moderate long-term
interestrates.

Banking

Youarenot going todrive a high
productivity economy if the banking
sector is channelling more money
into low productive assetsand are
riskaverse.

Banksrecorded $10 billion of profit
and an impairment expense of 0.08%
during the 2024 recession. Home
lending has gone from 50% of bank
lending in 2000 to more than 63%
now. The OECD noted in their 2024
Economic Survey of New Zealand
that: “These high levels of profitability
are unlikely to be explained solely by
theriskiness of conducting abanking

Abundance is being
replaced by
scarcity. Political
leadership by
populism
leadership. A linear
world is now non-
linear as Al hits.
Demographics are
no longer a tailwind.

business in a small market like New
Zealand, as the standard deviation of
pre-taxreturnsisrelatively low,
suggesting low risk taking among
banks.”

Thenet interest margin across the
banking sector hasbeen stable
around 2.35 percentage points for the
past two years but is 30 basis points
higher thanit wasin 2021

Isthe current state of banking fit
for purpose and aligned with where
New Zealand needs to go toincrease
living standards? Increasingly
focused lending on housingisnot the
right direction in the long-term for the
economy butit’s good for near-term
bank profits.

Businessinvestment has the
potential tobe akey driver of growth
and productivity over the coming
decade. My fearisthat welack the
banking sector toback that sort of
growth.

The taking and managing of risk
isone part of the living standards
equation we do not talk about
enough. There are many parties at the
tableand allneedtoplay a
constructive part.

@ Cameron Bagrie is lead economist
at Bagrie Economics.

The KiwiSaver conundrum

A narrow majority of business
leaders believe New Zealand’s large
capital pools should play a greater
rolein funding critical infrastructure.

Just over half (54%) of respon-
dents to the Mood of the Boardroom
survey say infrastructure develop-
ment should rely more oninvest-
ment from the NZ Super Fund and
KiwiSaver funds. A further 28% are
unsure, while only 18% oppose the
idea.

Supporters see an opportunity to
keep capital working at home and
create long-term benefits.

“KiwiSaver funds will have $295
billiontoinvestin New Zealand if the
opportunities are there,” says Simpli-
city founder and chief executive Sam
Stubbs. “It will create many high-pay-
ing jobs. But if sent overseas, it will
create exactly zero jobs athome. Go
figure.”

Some point to international prece-
dents where retirement savings have
been successfully channelled into
infrastructure, withone callingita
“proven model globally.”

Others urge caution, noting that
fiduciary duties require investment
decisions to prioritise returns. “It
depends onreturns. The primary

focus is to ensure we have sufficient
to meet retirement commitments,”
says abanking CEO. An experienced
chairperson warns against “poor
quality, poor return projects
promoted by politicians” that risk
good money chasing bad.

Asimilar point was raised by
Milford Asset Management CEO Blair
Turnbull: “We strongly support
sustained investmentin New
Zealand’sinfrastructure,
underpinned by long-term bipartisan
planning and arobust governance
framework that leverages both
publicand private capital. In the
context of KiwiSaver, we welcome
the expansion of listed infrastructure
opportunities, provided we remain
anchored to the scheme’s core
purpose: safeguarding long-term
retirement savings.”

Executives stress the need for
strong governance, commercial
mechanisms such as tolling, and
bipartisan planning. Some also argue
for policy reform, including
compulsory KiwiSaver and an
Australian-style superannuation
model to build alarger domestic
capital base.

— Tim McCready

CEQOs lift profit hopes but wary on hiring

ew Zealand chief

executives arebecoming

gradually more optimistic,

with a clear majority
expecting higher revenue and profit
from their businesses over the next
12months - animprovement onlast
year’s sentiment.

But thebroader economic
environment remains challenging,
and businessleaders are still hesitant
toinvest or hire staff.

According to the Herald's Mood of
the Boardroom survey, 73% of CEOs
expectrevenue growth in the coming
year, up from 62% last year and 55%
in2023.

Profit expectations have alsolifted,
with 61% forecasting increased
profits, compared to 57% last year and
44%in 2023.

However, hiring intentions remain
subdued. Just 31% of respondents
plan toincrease staff numbers, while
34% expect a decrease over the next
12months and 34% expect to keep
thestatus quo.

The survey asked how significant
the challenge of attractingand
retaining skilled talent in their
industry is, considering recent
worker migration trends and
changing immigration policies.

The majority (37.8%) rated that
challenge 3 out of 5, with 1 being very
difficult and 5being very easy. Those
ateach end of the spectrum were
fairly similar, with 6.6% ratingit1and
7.3%ratingit5.

When it comes to capital
expenditure, 43% of respondents said
they were planning toinvest more,

Mood of the
Boardroom
Duncan
Bridgeman

After disentangling the
data, we have adjudged
the amount of spare
capacity in the economy
to be significantly larger
than the Reserve Bank
assumed during the
August monetary policy

statement.
ASB economists

with 21% expecting to cut back. One
third (34%) said they expected to
spend the same.

IT spending is slightly more
buoyant, with 59% expecting to
increase investment and 15%
expecting cutbacks.

While Kiwi executives are more
optimistic about the year ahead than
they were this timelast year,

economic activity remains weak, and
thejuryisstill outontherecovery
track.

Stats NZ’s gross domestic product
(GDP) data showed New Zealand’s
economic growth stalled over the
June quarter, with a 0.9% decline -
against market expectations of a 0.4%
falland the Reserve Bank’s forecast
of minus 0.3%.

“The GDP data willbe very
unhelpful for those selling the
message of arecovering economy,”
BNZ head of research Stephen Toplis
said last week.

The contraction wasbroad-based
with falls in10 out of 16 industries.

Agriculture, forestry, and fishing
were down 0.3% and exports fell 1.2%,
driven mainly by dairy and meat
products. Construction dropped 1.8%,
with falling residential construction
highlighted. Mining plunged 4.1%.

Manufacturing fell 35% for the
quarter,led by declinesin the
production of food and beverages,
transport equipment and other
machinery, and metal products. Also
down materially were transport,
couriering and warehousing;
financial and insurance services;
healthcare and social assistance;and
artandrecreation. Retail fell 0.2%.

The poor GDP numbers are
expected to see further and possibly
deeper cuts to the official cashrate,
with some banks now calling for a cut
of 50bps at the Reserve Bank’s next
opportunity less than amonth away.

“After disentangling the data, we
have adjudged the amount of spare
capacity in the economy tobe

significantly larger than the Reserve
Bank assumed during the August
monetary policy statement,” ASB
economists said.

“With New Zealand lacking
economic tailwinds, the onus falls on
the OCR to support the economy.

“We are now calling a 50bps cut
in October, with a 25bps cutin
November tobring a 2.25% year-end
OCR,” ASBsaid.

Boost for rural economy
Thereisalso a positive event onthe
horizon for the rural economy with
Fonterra’slooming capital return
following the sale of its consumer
business.

Thedairy giant has signalled that
$3.2billion of the sale proceeds would
bereturned to shareholders, with it
targeting a tax-free capital return of
$2 per share. A vote on the deal will
take placeinlate October with
settlement in the first half of 2026.

Just how much of that windfall will
be deployed on capital investment or
off-farm investment, compared to
debtrepayment, remains tobe seen.
Butit islikely there will be some boost
totherural economy.

Downgrades dominate, but green
shoots emerge
Meanwhile, the latest listed company
reporting season painted a mixed
picture, with twice the number of
listed firms reporting results that
werebelow analyst expectations
thanabove.
AccordingtoaForsythBarr
analysis, only eight firms out of 31

reportedresults ahead of earnings-
per-share expectations, with fivein
line and 18 below expectations. The
number of downgrades to forecast
earnings also dwarfed upgradesby a
near-record six times, the investment
firmsaid.

“Ontheface of it, thelatest
reporting season appears dire, witha
large number of misses at the EPS
(earnings per share) line and
downgrades to estimates across the
board,” Forsyth Barr analysts Aaron
Ibbotson and Matthew Leach said in
aresearchreport.

“However, the market, via share
pricereactions, appears to have taken
theresults and resultant earnings
revisionsinits stride,and looks tobe
moving forward withamore
optimistic view.”

“Positive share pricereactions to
broadly negative news are as good
asignal as we will get for the start
ofareversalin whathasbeenan
abysmal four years for the New
Zealand market.

“Addtothat the RBNZ's better late
than never’ shift toamore dovish
stance,and the anatomy of a
recovery is taking shape. Now we just
need those downgrades to slow. For
that, the economy needstorecover.”

Forsyth Barr also scanned the
latest result announcements for a
selection of key words and phrases,

“In general, we find that
‘headwinds’ and ‘challenges’ remain.”

@ Duncan Bridgeman is the managing
editor of NZME Business, overseeing
the Business Herald and BusinessDesk.

CEQOs expectations over the next 12 months

Staff numbers

31"

Increase

34"

Decrease

34

Remain the same

1%

Unsure

Capital expenditure

43"

More

IT expenditure

59" 13"
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1% 1%
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Revenue growth? Profit growth?
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Yes (increased profit)

14"

No (decreased profit)
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Less
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s it readies to inject nearly

$3 billion into regional

economies through grow-

ers this year, national kiwi-
fruit exporter Zespri says the sector
is feeling “buoyant” but, in these un-
certain times, feet are firmly on the
ground.

Nathan Flowerday, chairman of
the global marketer that has the regu-
latory right to export all New Zealand
kiwifruit, except to Australia, says the
sector’s come back from tough times
two years ago, and having exceeded
its longterm goal of $45 billion
annual revenue by 2025, is now set-
ting its strategy for the next decade
in good heart.

The grower-owned company is
still developing a revenue target for
2035, Flowerday says, but will have
a positive tailwind thanks to the
“mega-trend” of health and wellness
pursuit, which has marked consumer
demand since the pandemic.

In its 2035 strategy outline, Zespri
cites “geopolitical complexity” and

S4.5b milestone:
Now Zespri eyes ;
the next decade

Nathan
Flowerday
believes Zespri’s
market
diversification
gives it a little
more wriggle
room than some
sectors

$3b boost for growers forecast as kiwifruit
sales hit record highs, reports Andrea Fox

notes countries moving towards “iso-
lationism and implementing trade
barriers”. But Flowerday believes
Zespri's market diversification — it
exports to 52 countries — built over
decades gives it a little more wriggle
room than some sectors to adapt to
changes.

“If I take this year as an example,
the USA we see as our fourth key core
market over the long term. We've
been working on that market for over
a decade now and our sales have
increased 30% this year, even in spite
of new 15% tariffs.

“That’s because we've invested in
the market.

“We've had a long-term strategy
there ... so I have some reasonable
confidence that we will continue to
be able to manoeuvre over the next
decade as well”

Zespri's 2500 New Zealand grow-
ers have turned in a record crop to
be shifted this year and, while it
reports record forecast per hectare
returns for all categories except Sun-
Gold and organic green — along with
strong sales in Europe and North
America — in correspondence to

growers it has noted a shift in eco-
nomic mood across many Asian
markets.

Flowerday says sales have been
slower in China this year. Whether
that’s short-term or structural is some-
thing the company’s still working out.

“From a mega-trend point of view,
we still see China as important over
the next decade. There’s just a little
bit more nervousness in terms of
what the markets are going to do.

“Switching the view to Japan,
where there is almost $1 billion of
New Zealand fruit sales for us, they
have some inflation now, which
they're not used to.

“Rice has doubled in price for a
Japanese consumer in the last year.
So they are concerned about what
that means in terms of their cost of
living, and what that means in terms
of their selection of food choices,
including kiwifruit,” he says.

“We’rereally happy with where we
are and we know we've got to con-
tinue working hard, playing our part
for New Zealand.

“We know how important Zespri
is for New Zealand now.”

Mahuka honey industry
sees brighter prospects

Andrea Fox

Despite being a product feted for its
proven health benefits, manuka
honey export fever burned outinthe
pandemic. However, those now
taking the temperature of the former
international market darling think
the patientis recovering.

“Onbalance, if you'restillin the
honey industry, I'd liketo say you've
come through the toughtime, and
there are some positive prospects.
Butit’s not going to happen mira-
culously overnight,” says Sean
Goodwin, chief executive of The
Manuka Collective, an exporter
owned by Waikato’s Perry Group and
Ngai Tahu.

And not without some more tough
medicine like industry consolidation,
he says, noting thisis also being
touted by Florenz, aspiring buyer of
struggling listed industry flagship
Comvita.

The manuka honey sector’sfallin
fortunes started in 2020 when sales
dried up as Covid kept out tourists
and challenged marketing efforts,
while a million hives kept pumping
out the same volume of antibacterial
gold sweetness.

Goodwin thinks the supply/dem-
and imbalance is probably now corr-
ected. “Hives were at half a million
in2014. They’re back at half a million
now, having peaked ata million. That
means we are probably at a more
sustainable level. . .apoint where
the amount we produce onanannual
basis is around what we would be
selling.

“l think we’ve worked through a
large portion of the surplus of aged
honey that had been sitting with us
since the 2019 record season and
caused prices todrop. It’s also meant
there’s some pretty aggressive pri-
cing outinthe market, which will
startto change as well.”

Total New Zealand honey exports
earned US$243m ($409m) last year,
26% down on 2020, according to
Coriolis Research. Honey production
fell 56% between 2020 and 2023.

“I think the sentimentis we've
comethroughit,” says Goodwin.

“We've got theright structurein
terms of hives and | think there will
startto be some upward movement
inhoney pricing.

“Markets themselves are not too
bad...there’s a bit of uncertainty
around tariffs because the USis the
largest manuka honey market.”

Goodwin says while the new 15%
US tariff on New Zealand is “another
shock” for business, the health
properties of manuka honey are
unique to New Zealand, so it’s not
competing against other countries’
products. Australia has some man-
uka bush, although not the swathes
available to bees in New Zealand.

Thereal potential impact of the
tariffs is that consumer demand will
reduce if the price goes up, he says.

Meanwhile, market prospects are
looking up. European FTAs are
starting to pay off and the sector’s
keento tap the new trade deal with
the Middle East.

“Ithink we’ll see benefits. . . the
big one from my point of view is the
potential of an FTA with India. I really
think India has huge potential, poss-
ibly to be one of our top five markets.

“Honey has been a part of their
cultureforalongtime. There’s abig
demographic of Indian consumersin
New Zealand and in other parts of
theworld.”

Goodwin says the Ministry for
Primary Industries is doing “a lot of
good work” with the India
negotiations. As the world’s fourth-
largest producer of honey, Indiaisn’t
likely to agreetoafreetrade deal
on honey. But the ministry is und-
erstanding of the sector’s urging to
make it aspecial case.

Theindustry itself is trying to learn
fromits gold rush mistakes wheniit
had too many hives, too much
stainless steel and wasn’t properly
focused on consumers and
innovation, he says.

“We’ve come through 10 years of
disruption and hopefully we’re now
inamore mature state.”

NZ wine exports face toughest market since 2008

A vortex of pressures means the $2
billion New Zealand export wine sec-
tor isn't able to boast its one of the
starry agribusinesses driving econo-
mic recovery — but give it two years
and the good times should be back,
says the country’s biggest wine pro-
ducer, Indevin.

Chief executive Simon Limmer
says the mood in the $2 billion export
sector is one of uncertainty. “It's as
uncertain a time in the New Zealand
wine industry as we've seen since
about 2008, the last time we went
through a significant imbalance.”

The sector's up against a post-
Covid global hangover of big crops,
wine consumption shrinkage, over-
stocked warehouses and geopolitical
fallout such as tariffs. Meanwhile,
back home, there’s a real need to
reduce harvest volumes and consoli-
date capacity.

“Demand has dropped off, and

there’s a lot of stock still sitting in
markets. We've had some very high
vintages, meaning we've compoun-
ded the problem ... We've got a real
supply and demand imbalance,” says
Limmer.

“We’re seeing prices come under
real pressure around the world, and
consumer habits are changing. We're
seeing a new generation of non-wine
drinkers and they've got a huge
choice.”

The upshot is the New Zealand
industry needs to proactively reduce
supply to get back to balance, Limmer
says.

“The likely outcome in the year
just gone and in the year ahead is that
there’ll be a potential surplus that it’s
just not sensible to be harvesting.”

While all wine-producing count-
ries are affected, New Zealand has a
“significant” advantage with its main
production of white wines, particu-

Simon Lirmﬁer

larly sauvignon blang, at a time con-
sumers are seeking lighter-style
wines and slightly lower alcohol,
Limmer says.

“We have an advantage, which
we'll be really pushing in the market.

But it’s likely to be another couple of
years before we start to see the
economic supply-demand balance
fall back into equilibrium.”

Indevin, whose brands include
Villa Maria, Vidal, and Esk Valley, is
doing its bit to regain that balance by
last harvest capping its growers’ long-
term average volume.

Indevin's own vineyards took an
even bigger volume haircut, Limmer
says.

With the US being New Zealand’s
biggest wine market, the new US 15%
tariff couldn’t come at a worse time.

“The biggest challenge were all
facing is just the uncertainty. Things
change on a regular basis. It's very
hard to plan.

“There are consequences, which
will flow quite broadly in many unin-
tended ways inregards to geopolitical
shifts.

“Everything kind of moves when

a decision or a suggested decision is
made,” Limmer says.

“Ultimately, consumers are the
ones who will bear the cost of it in
the US market. We're having to work
with our customers to work out
what’s the most sensible way of
sharing the burden. In some cases,
we’re having to pick up some of the
cost.”

Limmer thinks it’s “almost inevit-
able” there will be some consolidation
in the New Zealand industry. The
good news is Canada and Ireland are
proving solid, though small, markets.

“There’s really strong growth
coming out of China and South Korea,
though they're starting with very low
volumes. I feel a concerted effort into
those new markets will see new wine-
drinking consumers really attracted
to New Zealand wines with their
lighter styles.

“T think we should be optimistic.”



nzherald.co.nz | The New Zealand Herald | Wednesday, September 24, 2025

:'lj'] B25

NZ HERALD CEQOS SURVEY 2025

Dairy g

ants upbeat despite

tariffs and global volatility

NZ dairy exports
forecast strong
returns as Fonterra
eyes trade deals,
writes Andrea Fox

ncertain economic times in

a jittery world aren’t clou-

ding the optimism of New

Zealand’s $27 billion export
dairy industry, as players report a
good year, and another to come with
bright prospects.

Industry big cheese Fonterra is
looking forward to tapping recent
Government trade deals and says it's
well-positioned to navigate the vola-
tility, while the smaller, high returns
specialist exporter Tatua nods to its
$85 million new expansion as evi-
dence of the world’s appetite for
dairy.

Fonterra chief executive Miles
Hurrell says global demand for dairy
remains strong and the farmer-ow-
ned co-operative’s size, scale, and
broad product and market mix mean
it'sin a good spot to navigate volatility
and changes in market dynamics.

On the sour note of the Trump ad-
ministration’s 15% tariff on New Zea-
land goods, Hurrell says the US is an
important market for Fonterra and, at
a time of rising protectionism and
geopolitical uncertainty, the interna-
tional rules-based trading system re-
mains “critically important” to provid-
ing certainty and stability for Kiwi
exporters.

“Tariffs and other trade barriers
create additional costs across the
supply chain, which are ultimately
borne by local consumers.

“The 15% tariff applied to New Zea-
land’s exports means they are, for
instance, at a significant disadvantage
to those coming into the US from
Canada, which is illegally subsidising
its domestic producers.

“We are requesting that the New
Zealand Government launch a WTO
dispute against Canada to stop this

w’/V

illegal subsidisation.” Hurrell says
Canada continues to have duty-free
market access under the US-Mexico-
Canada trade agreement.

For Tatua, its international busi-
ness is so diversified that the US
represents under 10% of sales, so the
impact has been small and most of
the cost passed on, says chief execu-
tive Brendhan Greaney.

Tatua, a farmer-owned co-oper-
ative with a blue chip payout record,
has had a “good year’, with milk
payouts to farmers across the indus-

New Zealand’s exports
are at a significant
disadvantage to those
coming into the US from
Canada, which isillegally
subsidising its domestic

producers.
Miles Hurrell, Fonterra

try, while yet to be confirmed, likely
to reflect that dairy is doing well, he
says.

“Payouts for the season past and
the season ahead are looking like
being well above break-even for
farmers, which is incredibly positive.
How much of that flows into rural
communities remains to be seen, be-
cause I imagine plenty of the more
attractive payouts are going to be
applied to farm debt consolidation,”
Greaney says.

“In terms of markets, I'd say it’s

finely balanced. That's more of a
general comment as were seeing
strong milk supply growth across the
big export countries, which has the
potential to test the market balance
with demand and possibly lead to
some price softening.”

This would be less of a concern for
more highly specialised or functional
product producers.

Asked about other possible
headwinds, Greaney says Tatua is
“constructively paranoid”.

He says, “We could be our own
worst enemy if we became com-
placent. We like to scare ourselves
about what could happen so we don't
get too relaxed.

“Market access is incredibly im-
portant to us, but I think that’s all
really good at the moment.”

Market access is also top-of-mind
for Fonterra, which appreciates the
Government's work securing free
trade agreements, such as the NZ-EU
and NZ-UK FTAs and successful trade
negotiations with the Gulf Cooper-
ation Council (GCC).

Hurrell notes dairy consumption
in Saudi Arabia is increasing through

Payouts for the season
past and the season
ahead are looking like
being well above break-
even for farmers, which
is incredibly positive.

Brendhan Greaney, Tatua

population growth of 1.6% a year and
rising incomes. It is Fonterra’s largest
Middle Eastern market.

New Zealand exported around $1.6
billion of dairy products to the Gulf
region last year and is the first major
dairy exporter to secure an FTA with
GCC.

Back home, Fonterra will soon
seek shareholder approval to sell its
consumer businesses to French
multinational Lactalis for $4.2b. It
aims to return around $3.2b to share-
holders.

Hurrell says post-sale, Fonterra will
still be a business of global scale,
focusing on its ingredients and food
services businesses and exporting to
more than 100 countries.

“The co-op has unique experience
in dairy science and innovation, mak-
ing it a world leader in dairy proteins
and other advanced solutions. In-
gredients and Foodservice are where
Fonterra canbest apply this expertise,
along with manufacturing and
customer-partnering capability, to
earn greater returns from farmers’
milk and capital and generate more
foreign revenue for New Zealand.”

US increases its appetite for NZ meat

Andrea Fox

In New Zealand’s $11 billion meat
export sector, the mood is “very buoy-
ant, very upbeat”, with historic high
prices and market demand outstrip-
ping supply.

But hold the bubbly, says Meat Ind-
ustry Association chairman and for-
mer Primary Industries Cabinet Min-
ister Nathan Guy, there are storm
clouds ahead.

“The caveat to all that buoyancy
is the geopolitical aspect. There are
dark clouds on the horizon and we
just never know what's going to hap-
pen.

“T'd summarise by saying the mood
is optimistic, but at the same time
cautious for what could come at any
time.”

Meanwhile, he says the US grind-
ing beef market is a winner for New
Zealand despite the Trump adminis-
tration’s new 15% tariff.

“‘Demand is, by and large, manag-
ing to offset the 15% tariff.. American
consumers eat three burgers a week
per person. They need to get their
beef from countries like ours, with a
very lean product, and it blends with
their feedlot beef,” says Guy.

“We are a very important compo-
nent in terms of US consumer de-
mand. It's proving to be our number
one market.”

The worst US drought in seven
decades had sharpened the US appe-
tite for New Zealand beef, with the
US herd severely curtailed in size.

China is still a very important mar-
ket, underpinned by the New Zea-
land-China free trade agreement, says
Guy. Some Chinese importers have

been slower to rebound post-pan-
demic than predicted but, import-
antly, China buys a lot of meat cuts
that there isn't demand for elsewhere.
“With Europe and the UK, we have
two very successful free trade agree-
ments and they’re proving quite luc-
rative right now for exporters.
“And we shouldn't forget South-
east Asia on our doorstep. There’s a
real focus for New Zealand com-
panies to add more value with things

American
consumers eat
three burgers a

week per person.
They need to get
their beef from
countries like ours,
with a very lean

product.
Nathan Guy

like organs, glands, hides and pelts.
There’s quite a bit of work going on
in the industry to continue to add
more products, so we add more value
to what used to go into a waste
stream.”

Trade prospects got a further boost
with last month’s launch of the New
Zealand-United Arab Emirates Com-
prehensive Economic Partnership
Agreement offering access to a high-
value market and wealthy customers.

Further boosts were in the pipeline
from trade deals with Saudi Arabia,
the Gulf States and, hopefully, India.
“We'e very fortunate to have amaz-
ing access and kudos to the New Zea-
land Government there.”

Challenges ahead include geopol-
itical fallout, says Guy. “We've got
more protectionism at play in some
markets, particularly on the back of
Covid.”

Non-tariff barriers were costing the
red meat sector $15b a year in lost
opportunity.

Geopolitical challenges have
always existed but are more high-
lighted today with conflicts around
the world, he says.

“Along with US tariffs and shipping
logistics’ higher costs, we've got
increased costs like most businesses
are facing with energy, rates, insur-
ance, and wages.

“So while it's looking pretty rosy in
terms of schedule prices for farmers
and returns for processors, there are
international factors at play and rising
costs.”

The Ministry for Primary Indus-
tries expects meat and wool sector
revenue in 2025-2026 to rise to $12.7
billion.
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Overseas rivals reshape N2’s

As the Government aims to “supercharge” international enrolments, university leaders warn of a funding gap

Bylinel

ncertainty created by US

President Donald Trump’s

policies may have bumped

New Zealand up the tertiary
education ladder of choice for inter-
national students, but the days of
seeing them as cash cows are over,
say sector chiefs.

With the Government aiming to
“supercharge” growth of international
student enrolments, targeting a doub-
ling of the sector’s contribution to the
economy to $7.2 billion by 2034, the
spotlight is on the mood of the sector
dubbed “export education”.

While Government underfunding
of our universities remains a com-
mon complaint among their leaders,
they also note a groundswell of
change in how higher education pro-
vision needs to be approached, and
how competition for students has
become even fiercer despite Trump’s
cooling effect on the biggest market
for students, China.

As University of Auckland vice-
chancellor Dawn Freshwater says,
countries that New Zealand has
tapped for students have been busy
growing their own education sectors.

“So it started with China, it's been
across Southeast Asia, it’s India, it's
now Africa and Indonesia, but the
reality is that those countries have
now grown their own capacity and
their own capability and they're ac-
tually leapfrogging Western dem-
ocracies in this regard and develop-
ing their own export industry,” she
says.

China, she notes, has English-spea-
king campuses and, for India, it's a
two-way street now, with education

providers being urged to set up
campuses there.

“That is changing the dynamic and
I think it's an interesting dynamic to
watch — these new and emerging
economies becoming quite assertive
at a time when Donald Trump is

Governments can't keep
cross-subsidising and
students can't keep
carrying debt.
Importantly, not
everyone needs an

undergraduate degree.

Dawn Freshwater, Auckland University
vice-chancellor

actually undermining education per
se ... so while you see all of this
happening, the outlook is actually
remaining very good.”

The University of Auckland, the
only New Zealand university in the
top 100 of the QS World University
Rankings 2026, at 65th place, has
more international students and
more postgraduate foreign students
than it's ever had, she says.

“So while we remain competitive,
while we're at that high quality, while
we remain fairly neutral in terms of
our positioning in the world and the
environment we'e in, the outlook is
exceptionally good.

“Having said that, you don’t just
exploit the moment, you explore the
opportunities for the future which
won't be the same.”

Freshwater says the business mo-
del for providing access to higher
education is broken.

“Governments can't keep cross-
subsidising and students can’t keep
carrying debt. Importantly, not every-
one needs an undergraduate degree.
That model has grown and grown but
there has not been a really clear
understanding of how the rest of the
sector needs to think about its re-
sponse to growing technology, in-
creasing awareness of the future of
work, different sorts of skill sets and
international conflict.”

Freshwater says new opportun-
ities include transnational education
or hybrid models, where students
don't have to leave their own country
for the entirety of their programme.

“Working in partnerships is going
to be much more critical for the
future. The opportunities are there if
we're able to find the right partners

and to maintain the level of confid-
ence and quality.
But also, I think the next big ticket
is going to be how we respond to AL
“We need to think about how we
educate our graduates globally to ask
questions, not answer them, as with

<y

[Chinese students] are
uncertain about how to
deal with the [US]
policies and the position
towards China. For them,
suddenly other markets
arereally, really
attractive.

Mark Rushworth, group chief
executive, UP Education

traditional education in an exam.
With Al and prompt engineering, it’s
all about asking the right questions.

“Overseas partnerships will help
with that ... but to be seen as trans-
national overseas means people will
be choosing carefully who they part-
ner with, because for too long now,
international students have been
seen as cash cows.”

Mark Rushworth, group chief exe-
cutive of New Zealand’s largest pri-
vate tertiary education provider, UP
Education, says this country has long
been the fifth-ranked destination op-
tion for students, competing against,
in order, the US, UK, Canada and
Australia. But in the last six months
there’s been significant change in that
pecking order.

“We have a partnership with the
largest international school in Beijing.
They typically this time of year send
70% of their students to the US. When
we were talking to them in June that
number had dropped to 35% wanting
to go to the US because they are
uncertain about how to deal with the
US policies and the position towards
China.

“For them, suddenly other markets
are really, really attractive. The bene-
fits for New Zealand are that in the
UK there’s a little bit of uncertainty
around their position on export edu-
cation, Canada is full and, in the
Australian market, the Labor govern-
ment is putting on some caps.

“All of that is a great opportunity
for New Zealand.”

Also a significant player in the Aus-
tralian sector, UP Education focuses
on providing graduates for sectors
with skill shortages, including const-
ruction, teaching, nursing, aged care
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international student boom

and early childhood education.

Rushworth says due to the shift
within the top five destination lineup
and its 75% qualification completion
rate (he says the polytechnic average
is around 50%), UP is seeing record
enrolments at its colleges in the skills
shortage areas and he’s optimistic
New Zealand will do well for inter-
national tertiary enrolments in 2026
and 2027.

Victoria University of Wellington
vice-chancellor Nic Smith says a
“huge” part of the export education
market is Southeast Asia and “a huge
part of the recruitment process is
driven by university rankings”.

“Rankings are under pressure, cer-
tainly in New Zealand for many
reasons, but one is that systemic
funding of institutions has been about
half therate of inflation for quite some
time.

“We haven't seen a change in
those kinds of settings but we cer-
tainly have seen an enthusiasm for
international students returning to
this country, both in the rhetoric and
immigration settings. I think globally,
now is quite a strong time for New
Zealand in international education.
There’s the post-Covid rebound but
we've certainly seen significant chan-
ges in what we might think of as
competitive jurisdictions.

“If you think about the emerging
middle class, particularly in China but
in Southeast Asia in general, they hold
education as an enormous priority
and are spending significant money
to educate often single sons or daugh-
ters. It's a massive investment and
one that is very sensitive to risks and
uncertainties.

“The idea that your visa could be
censored halfway through your stu-

dy, which is what we've seen in the
US, is destabilising for them. When I
was in China with the Prime Minister
recently, that was a real concern. I
heard it over and over again in anec-
dotes.”

The perception of Australia as a
secure haven for international stu-
dents had been altered by its political
concerns in immigration policy and
there has also been “minor posturing”
from Canada and the UK, Smith says.

“All of those point to an opportun-
ity for New Zealand, and the question
will be are we able to do that trans-

If we look at investments
being made in many of
the countries from which
we are looking to attract
students, we are falling
behind.

Nic Smith, Victoria University of
Wellington vice-chancellor

lation to demand. The signs are good
but I wouldn't want to commit to the
factit’s all happening at this point yet.”

What are the obstacles to growing
New Zealand’s share of the pie?

“China, a huge market for us, and
to alesser extent, India, Vietnam, Mal-
aysia and Indonesia are all investing
in their own university systems in a
really fundamental way,” Smith says.

“The rise of particularly the Chin-
ese universities and rankings has
been really extraordinary.”

Against the appeal for foreign par-
ents of New Zealand being a safe,
secure, liberal democracy and offer-
ing rich and varied cultural experi-
ences, the situation is that broadly
speaking over the past 20 years, gov-
ernment funding of universities has
been around half the rate of inflation,
Smith says.

“And it's very normal for universi-
ties, and vice-chancellors in particu-
lar, to say were underfunded. I fully
accept that. But the reality is, if we
look at investments being made in
many of the countries from which we
are looking to attract students, we are
falling behind.

“In China, for example, most of the
students who come to New Zealand
are those who have not got into their
choice of Chinese institutions. If we're
going to continue to compete, that’s
going tobe anissue as the top Chinese
institutions continue to progress.

“That’s going to be a problem.”

Smith says it's interesting that
much of the rankings of New Zealand
universities are supported by their
positions in the arts and humanities.

“We do much better there on an
international ranking scale than we
do sometimesin the technologies and
the sciences. I think in part that’s bec-

ause to be really competitive on the
world stage in science and techno-
logy requires a really significant in-
vestment in infrastructure.”

The paradox, he says, is that at a
domestic funding policy level, sci-
ence and technology is considered
the most important area in rankings.

Massey University vice-chancellor
Jan Thomas says at a national level,
demand for universities appears tobe
flatlining.

“‘But international education is
“one of the lights on the horizon in
terms of being a service sector that

The idea that your visa
could be censored
halfway through your
study, which is what
weve seeninthe US,is
destabilising.

Jan Thomas, Massey University vice-
chancellor

diversifies the economy away from
commodities and continues to raise
the reputation of New Zealand aro-
und the world in a very positive way”,
she says.

“We continue to have a failure of
government to commit to investing
in universities and research in a sub-
stantial way and so the optimism
comes from the potential for our
international education.”

Thomas says Massey’s veterinary
science programme, highest ranked
in the Southern Hemisphere and 19th
globally, is not funded to the cost of
educating a veterinary student and
maintaining its global accreditation.
Yet it provides a critical workforce for
New Zealand's economic corner-
stone, the food and fibre industry, and
for the food safety and agricultural
products sectors.

“International education is a criti-
cal part of maintaining the overall
funding and sustainability of our uni-
versities,” she says. “If we didn’t have
international students it would be
devastating, as we saw in Covid.

“They have an economic benefit
but I argue they have a significant
social and educational benefit as well
...wefind our graduates in high-level
positions in government and industry
around the world. There’s an interna-
tional relations advantage of having
graduates of a New Zealand univers-
ity in positions of authority in other
countries.”

Universities NZ says international
education generated at least $1.25b
for the economy last year and that
university earnings from export edu-
cation represents 1.2% of all exports
of goods and services.

Education NZ says $586 million of
the $lb-plus went to universities.
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Award-winning aviation writer Grant Bradley assesses the current outlook for the New Zealand tourism

China travel downturn puts

Mood of the
Boardroom
Grant Bradley

t's turning into Groundhog Day
for monthly totals of visitor
arrivals, and there’s a warning
that the country risks being writ-
ten off by one critical tourism market.

After rising steeply following the
re-opening of borders, arrivals as a
percentage of those pre-pandemic
have mainly beenin a tight band, mar-
ooned between 83% and 87%.

In January this year, the Stats NZ
number bumped up to 92% of arrivals
compared to the same month in 2019
— but that turned out to be a false
dawn.

At the same time, the number of
Kiwis who are taking their holiday
spending money overseas is consist-
ently above pre-Covid levels, as out-
bound travel booms.

The aim of getting back to 39
million arrivals over 12 months (the
pre-Covid peak) looks ambitious. Per-
haps less so are the visitor spending
targets outlined in the Government’s
Tourism Roadmap, which aims to
double the value of 2023 tourism
exports by 2034 (from $9.9 billion to
$19.8 billion).

Speaking at the Tourism Export
Council of New Zealand’s annual con-
ference, Infometrics chief economist
Brad Olsen told delegates it would not
be until the first quarter of 2028 that
arrivals recovered to pre-pandemic
levels, including tourists, business-
people and those visiting family and
friends. Geopolitics, particularly the
economic impact of tariffs, will crimp
the recovery.

“We were hoping for, and had actu-
ally forecast, a bit more of a surge
through parts of 2026/27 until the
tariffs came through,” Tourism Ticker
reports.

“We are expecting again more
subdued activity through parts of
2025/26 and then starting to take off
a bit more then.”

Not everyone welcomes tourism

While the Australian and
the US markets have
fully recovered, travel
from China is only 55% of
what it was back in 2018.
And it’s going backwards.

Ivan Kinsella, board member, New
Zealand Business Roundtable in China

growth. A study done for Tourism NZ
and released in March found that
seven out of 10 of those surveyed felt
tourism had negatively affected them
— though more than 80% said they

Kisaty Lemgyyy
Port Vit
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had personally benefited from ac-
tivity in their local area.

The Government apparently woke
up to the importance of tourism for
the economic rebuild earlier this year,
with a Cabinet reshuffle in which
Louise Upston took over the tourism
and hospitality portfolio, and James
Meager was appointed Associate
Transport Minister with responsibil-
ity for aviation.

Both appointments have been wel-
comed by the sector.

There’s also been a restoration of
funding to the country’s marketing
agency, Tourism NZ, and a series of
funding and policy announcements
— including the possible introduction

Very high prices: Auckland hotels

Hotel sector leaders say New Zealand
needs to get more ambitious about
attracting big events as the country’s
tourism sector battles a persistent
view that the country is overpriced.

Les Morgan, chief operating officer
for Hind Management, the parent
company of Sudima Hotels, says bor-
der and visa fees are a deterrent.

“Of course, you face very high pri-
ces here. I was in China six months
ago when one wholesaler said, ‘New
Zealand is now viewed as being more
expensive than Switzerland’ — and
that’s sobering.

“You just have to fight harder and
a lot of countries haven't made Chin-
ese citizens subject to any visa. It's
part of the security that we must go
through, but it's the fact that in a
competitive situation, potentially
New Zealand’s losing ground.”

Domestic travel, responsible for up
to 75% of Sudima bookings, was also
hurting, he says, with Auckland suf-
fering more than other centres.

“It seems everyone seems to be
tightening the belt no matter what
sector they’re coming from. It's made
for a tough winter and Auckland is
back on last winter and last winter
was the worst we'd seen in Auckland
for decades.” He says Tourism and
Hospitality Minister Louise Upston’s
visit to China was encouraging.

T

. -_" = »

New Zealand needs big
international events
“The drip feed of IVL (International
Visitor Levy) revenue or funding into
tourism is not really moving the dial,”
says Morgan. “And in my opinion, it’s
time the Government was bolder.”

The America’s Cup was not as pop-
ular with the public as it once was,
but it was an example of the type of
event the Government should get
behind, he says.

Horwath HTL figures for July show
a continued mixed performance

* *%"  New Zealand
isnow
viewed as
being more
expensive
than

- .‘."' Switzerland —
_ and that’s

sobering.
Les Morgan

across New Zealand’s hotel sector.

Changing international travel pat-
terns, a still-soft domestic market, and
region-specific factors influenced an
overall 11% decline in Revenue per
Available Room (RevPAR).

While overall visitor arrivals mov-
ed closer to pre-pandemic levels, re-
maining global uncertainties and lo-
cal economic headwinds continued
to temper the pace of recovery, Hor-
wath HTL says.

It's the same at Cordis, Auckland,
where managing director Craig

Bonnor says there’s a story of con-
trasting fortunes — strong growth in
the South Island and regional North
Island, but stagnation in Auckland
and Wellington.

In Auckland, double-digit growth
in hotel room supply since 2019 has
met softening domestic demand and
importantly, international arrivals
that are 13% below 2019 levels.

“Wereap what we sow and chronic
under-funding of Tataki Auckland
Unlimited has left very little funding
for major event bids and destination
marketing. Throughout the critical
winter months, when some hotels are
less than half full, for years to come
there is an absence of major events.”

A recent example of the impact of
the funding gap is that in May, after
knocking out 22 cities in the bid for
the 2030 Gay Games, Auckland had
to pull out of the final-three race, due
to a lack of ongoing bid funding.

Auckland had already beaten cit-
ies like Adelaide, Melbourne, Seattle
and Vancouver as it made the final
three. This event draws many thou-
sands of competitors to a 10-day
event. This type of funding was also
needed for attracting major events
like concerts, that all benefit the wider
community, says Bonnor.

He was encouraged by Upston’s
approach in other areas.

of a fee for overseas tourists to visit
marquee attractions. While there’s
nervousness about the impact of that,
it's seen as less of a blunt instrument
than the near-trebling of the Interna-
tional Visitor Levy (IVL) this Govern-
ment introduced.

But what was shaping up as the
key market to supercharge tourism
and the wider economy remains in
the doldrums, showing a much wea-
ker bounce-back than the already
subdued recovery across the sector.

China travel to New Zealand

In 2018, MBIE (Ministry of Business,
Innovation & Employment) forecast
continued strong growth for the Chin-
ese tourism market, projecting it to
become New Zealand's largest by
expenditure by 2024.

But following the pandemic, figu-
res from Infometrics show Chinese
visitors spent $1.2 billion in the year
to March — behind Australians ($1.9
billion) and visitors from the bright
travel recovery story, the United
States, who spent $2.9 billion.

Ivan Kinsella, a board member of
the New Zealand Business Round-
table in China (NZBRiC), NZ's chamber
of commerce based in Shanghai, is
worried about the business travel and
the tourism outlook generally — in
particular the country’s ability to at-
tract Chinese visitors back.

“Our overall foreign travel market
has only recovered to 87% of the pre-
Covid peak. While the Australian and
the US markets have fully recovered,
travel from China is only 55% of what
it was back in 2018. And it's going
backwards.”

The key reason for this is the 75%
increase from October 2024 in the
total cost of the New Zealand visitor
visa, including the IVL and translation
fees charges.

For an individual traveller, these
costs now add up to around $500,
making New Zealand by far the most
expensive country for most Chinese
to gain access to — and that’s before
the cost of the ticket, says Kinsella.

“That’s about 30% of the cost of a
return economy fare from China.
That’s keeping the Chinese away in
droves.” The visa cost increases have
particularly affected travellers

hit hard

Tourism has seen “great engage-
ment” from the minister with some
short-term promotion funding of
campaigns to boost transtasman tour-
ism as well as an initiative for busi-
ness events across New Zealand. This
came from the previously “impene-
trable vault” that are the IVL funds.
He would like to see more initiatives
like this, with a longer planning lead
time to improve effectiveness.

Bonnor says there is a need to ease
regulatory barriers; specifically, the
short-term visitor visa, which is ex-
pensive and takes a lot longer to pro-
cess than the market we compete
against, Australia.

The trial of Australian visa recog-
nition for eligible Chinese visitors,
due to commence in November this
year, is a good start, he says. This will
halve the cost and dramatically re-
duce the processing time down to
around 72 hours. Clients (large agents)
in China agreed that this, while help-
ful, is unlikely to drive the volumes
that New Zealand tourism seeks.

“Perhaps it is a catalyst for a larger
conversation with our transtasman
neighbours,” he says. “Considering
the current co-operation and general
alignment around security, a single
Australasian platform for short-term
visitor visa processing would be
worth discussing.”
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industry — which has still not returned to pre-Covid levels

recovery atrisk

Visa and border-related costs \7’s charges for Chinese visitors compared to other developed economies
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Source: NZBRIC research, country visa websites, visa agents / Herald Mood of the Boardroom CEOs Survey 2025 / Herald Network graphic

coming from China. Among the
countries still needing a visa, China
is the largest source of visitors to New
Zealand. Most of their supporting
documents are in Chinese and re-
quire expensive translation.

Latest Statistics NZ figures show
that for the three months to July,
Chinese arrivals were down 7%
compared to the same period last
year — before the visitor visa fees
went up.

“That’s a disaster for the New Zea-
land economy. Ten years ago China
was our second-largest tourism mar-
ket in what was then our largest ex-
port sector. They have now fallen
back to third place, well behind the
USA.” While there’s recently been
some relaxation in which Chinese
translation companies can meet Im-
migration NZ's requirements, the
costs still need to be paid.

The high visa costs are also having
a toll on Chinese business links with
New Zealand. In July, Chinese busi-
ness travellers visiting New Zealand
were down 24% on the same month
last year (before the fees increased),
while Chinese travelling here for con-
ferences fell 81%. Outside of the Covid
years, these business arrival numbers
were the lowest since 2016.

The downturn in Chinese travel
has also had a knock-on effect on New
Zealand’s connectivity with China.

In April, following the fee increa-
ses, Air New Zealand cut the long-
standing daily service from Auckland
to Shanghai to five flights a week
while its Air China partner reduced

Airport warning on flight capacity

The Shanghai-Auckland-Buenos
Aires “Southern Link” route launching
this year is a highlight for Auckland
Airport, where capacity increases
havelargely plateaued with little sign
of rapid pre-pandemic growthrates.

International capacity into Auck-
land is running at just on 92% compa-
red to 2019 — slightly ahead of New
Zealand as a whole —and fewer seats
mean fewer opportunities to entice
tourists here.

Auckland Airport’s chief executive
Carrie Hurihanganui says there are
complex reasons for stalled growth
atatime when aviationlinks in other
parts of the world arebooming.

“T'd say overall aviation capacity
remains a challenge for New Zealand.
There’sadirect correlation that is
going to make tourism growth in the
shorttermharder.”

New Zealand risked becoming an
outlier as other countries enjoy the
fullrestoration of air links, she says.

Christchurch Airport chairwoman
Sarah Ottrey says while the South
Island has enjoyed a good tourism
recovery post-pandemic, thereis still

weeKly flights from Beijing from four
to three.

Even more concerning is that the
pipeline of future Chinese travellers
to New Zealand is drying up. Immi-
gration NZ data shows that in the 11
months since the big hike in visa and
border fees, Chinese visitor visa appli-
cations have fallen 17% compared to
the same period a year earlier.

But while New Zealand’s Chinese
visitor traffic is dropping, other com-
panies in the region are seeing
double-digit growth in arrivals from
China.

It'snot a case of the
Chinese not travelling,
they're just not coming
here. The situation has
reached a critical stage.

Australia’s Chinese visitor arrivals
were up 12% in the last three months
to July on the same period last year,
while Chinese visitors to Japan inc-
reased a massive 29%, Kinsella says.

“It's not a case of the Chinese not
travelling, theyre just not coming
here. The situation has reached a
critical stage. At this rate we run the
risk of NZ's place among Chinese
tourism destination markets fading
away to irrelevance.”

NZBRiC argues the Government
should drop the visa requirement for
Chinese visitors and replace it with
the NZeTA, a simplified form of bor-

some way to go tobuild back our
international markets to pre-pande-
mic levels, impacted by a slow-to-
recover inbound China market and
anuncertain United States. For
Christchurch, existing international
carriers are growing seatsin the
market by 7.5% for the peak summer
season, whichis a positive trend.

“Growth from existing carriers
brings with itlessrisk and reflects the
positive position the South Island
holds with our key inbound markets,
including Australia,” she says.

Hurihanganui welcomed the
Government’s pivot to overtly
support tourism, led by Christopher
Luxon, her former boss when she was
an executive at Air New Zealand. But
border chargesremain anissue.

“There have been tangible
improvements on that front, but New
Zealand s still considered an
expensive destination as far as
crossing theborder.”

Thenear trebling of the Inter-
national Visitor Levy favours
targeted charging for the country’s
most popular scenic attractions.

der entry approval required for trav-
ellers from visa-waiver countries —
which is valid for two years and costs
only $17.

“The Government has already ann-
ounced that the NZeTA will be replac-
ing the transit visa for Chinese in New
Zealand. This could be extended to
all Chinese visitors.”

At the same time, the IVL should
also be ditched for everyone, he says.

“The near-trebling of the levy to
$100 for everyone except Australians
and South Pacific countries was a
mistake.

“More than half of our visitors arri-
ving from around the world now
have to pay for the IVL as well as the
NZeTA. For a family of four, that adds
$500 to the costs. New Zealand is the
only Western country to tax visitors
up front like this.”

The downturn in Chinese travel to
New Zealand is shrinking GST reve-
nue. This is much more significant
source of revenue for the Govern-
ment’s coffers than visa fees and the
IVL, since all foreign visitors have to
pay 15% on their New Zealand spend,
without exemptions or refunds.

“The Chinese are among the visi-
tors with the highest average spend
in New Zealand. Typically this is more
than $5000 per person, which works
out at around $750 in GST.

“If some regions have pressure
points in their travel infrastructure,
let them charge a bed tax on visitors
after people arrive — but let’s stop
taxing visitors before they even set
foot in the country.”

Carrie Hurihanganui

Some friction had been taken out
of visa processing for visitors from
China, but anything to speed that
further would be welcome, she says.
And she wouldlike to seemore
funding and support for major events.

They don't have tobe America’s
Cup-size, she says. Theripple effect
ofthousands at a conference are
immense for the country. They are
booked yearsin advance and are of

WHO'’S VISITING?

In the 12 months to July

3.4m

total arrivals

86.8"

recovered on 2019

1.7m

holiday

85.5"

recovered on 2019

59,000

conference

visiting friends and relatives

Total holiday spending

$2b

Australia

$1.82b
S842m

China

S519m

Britain

$519m

Germany
Source: Tourism NZ

Cruise industry in doldrums
Cruise has been described as the
canary in the coalmine for tourism
— and right now it’s seasick.

One New Zealand-based cruise
operator says the country is over-
regulated and overpriced and is now
discouraging the big overseas cruise
lines from coming here.

Last month, Disney Cruise Line
confirmed its exit from New Zealand,
saying it won'’t return, with costs in

interest to airlines weighing up where
tofly next.

Daily wide-body aircraft services
onlong-haul routes canbe worth
about $150 million to the country in
total tourism spend and worth much
more for exporters. “Weneed to have
our toes at the line and be competi-
tive asa destination so that airlines
do choose to point those assets to
New Zealand,” says Hurihanganui.

Airlines have plenty of choice.

“We’realong, skinny route, which
means we're quite asset-hungry.”

Airlines assess whether they fly
onereturn flight a day here or, for
example, do four sectors around Asia.

Manufacturing problems and
delaysat Boeing and Airbus have
stalled the delivery of new planes,
meaning there are supply problems.

‘Idolook through to the medium
to see that those things will be worked
through, but that doesn’thelp usin
the short term,” Hurihanganui says.

Inthe past year, international pass-
enger numbers were up 2.5% year on
year to10.3 million (including tran-
sits), the airportreported in annual

this region being blamed.

The Cruise Line Association, says
though Government ministers now
understand the importance of the
$1.3b a year industry, cost increases
and difficulties operating here mean
it's in the doldrums for two years at
least.

Nathan Russ, operations director
of Heritage Expeditions says bold
statements and action by the Govern-
ment now would take at least three
to four years to attract the big oper-
ators here.

Heritage operates boutique voy-
ages, many to the Subantarctic
Islands, which attract the high-net
worth, high-value tourists from
around the world that the industry
wants to attract. But he says the
country is sending out the wrong
messages. “We're over-regulated and
overpriced ourselves out of the mar-
ket,” he says. A turnaround day at
Auckland will cost the 125m-long
Heritage Adventurer $30,000 in port
charges and fees.

In Osaka, with access to a dedi-
cated cruise terminal, it will cost
$5000.

Russ says Department of Con-
servation charges for passengers
landing on the Subantarctic Islands
have increased from $405 to $1056
per person and, at short notice, Heri-
tage will now have to add this to the
ticket price.

“New Zealand’s a great destination.
It’s got a lot to offer, but I just think
we've got to a point now where we've
gone so far out of whack with the
world that we've got to try and get
back into alignment, otherwise ships
aren't going to come back.”

New Zealand Cruise Association
chief executive Jacqui Lloyd says
New Zealand is at a tipping point for
cruise lines.

“I feel sometimes cruise is a little
bit of the canary in the coal mine.
What happens with us in the sense
of the tourism set to trends that roll
into other areas.”

Cruise association chairperson
Tanya Tompkins says though the last
12 months have brought some signs
of operational stability, the outlook is
deeply concerning, and demands col-
lective focus, leadership, and urgent
action.

The outlook for 2025/26 season is
grim. Projected ship calls are more
than 40% down on 2023/24, taking us
below the levels seen in 2017/18.

resultslast month. “We are seeing
passenger growth, soit’snotall, it’s
notallbad news, butit’s certainly not
recovering at the pace that I think any
of us would like or arguably what
New Zealand needs,” says
Hurihanganui.

The Southern Link service
launching in December would not
only provide more capacity to China
(where seat numbers, if not pass-
engers, haverecovered) but crucially
provide another option beyond
LATAMtofly directly from Auckland
to South America. While just twicea
week initially, she says that could be
boosted and it would tap into the
Australian market, which also feeds
the expanded Qantas service to New
York from Auckland.

Qantasis starting services to
Adelaide and Perth later this year and
Hurihanganui says the airport’sroute
development team is working closely
with other airlines. Although she
wouldn't specify, Turkish Airlines is
known to have New Zealand onits
radar and Thai Airwaysistipped to
be eyeing areturn to this country.
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Let's cut the friction says Air NZ's Foran

Grant Bradley

ir New Zealand boss Greg

Foran says he welcomes

theincreased focus on tour-

ism but there’s work
needed to reduce friction for travel-
lers.

“It's a critical sector for New Zea-
land and we have so much to be
gained as a country by getting in
behind the industry,” he says.

Momentum in the tourism sector
is critical — not just for the economy,
but for the wider wellbeing of our
regions and communities. “To main-
tain and build momentum, we need
to make the journey to and within
New Zealand as easy as it is beautiful.
That means streamlining visa pro-
cesses, reducing friction in booking
and travel, expanding multilingual
support; and ensuring a seamless
experience from that first online
search to the final flight home,” he
says.

All parts of the visitor journey —
airlines, airports, travel agents, cus-
toms and immigration — must be
aligned and focused on delivering a
consistently high standard.

“We also need to broaden the
welcome. Backpackers, families, busi-
ness travellers, conference delegates
and event goers — every visitor con-
tributes value, and all should feel
genuinely included. And we must
continue to promote New Zealand
with authenticity and scale.

“When we share our story well,
visitors don’t just come — they be-
come advocates.”

United Nations figures show in
2024 spending on tourism was close
to NZ$3 trillion. Foran says New Zea-
land is competing for global travellers
in a highly competitive market.

“If the journey to New Zealand
feels difficult — whether that’s due to
complex visa processes, language
gaps, or unclear information — visi-
tors will look elsewhere. Ease of
access is no longer a nice-to-have, it’s
a strategic imperative.”

He says the Government has an
important role in reducing those bar-
riers, and there had been good
decisions. By streamlining processes,
providing clear and multilingual in-

formation, and investing in targeted
international promotion, the country
can collectively lift the performance
of the sector.

Supporting partnerships that align
economic outcomes with environ-
mental stewardship — like Air New
Zealand’s $1.2 million Every Corner
Project — are also essential to ensur-
ing tourism grows in a way that
reflects national values and
strengthens its social licence.

He says that if New Zealand is to
boost tourism in a sustainable way,
the country must remain committed
to building strong, resilient, and well-
planned aviation links.

“This requires long-term invest-
ment, industry collaboration, and a
shared commitment to ensuring our
air network continues to connect
Aotearoa with the world.”

Air New Zealand flies to 20 regions
across Aotearoa, enabling visitors to

experience the diversity of the
country while supporting regional
economies and the tourism operators
at their heart.

“For our tourism sector to thrive,
we must think and act collectively as

If the journey to New
Zealand feels difficult —
whether that's due to
complex visa processes,
language gaps, or unclear
information — visitors
will look elsewhere. Ease
of access isno longer a
nice-to-have, itsa
strategic imperative.

Greg Foran

an industry — ensuring we target the
right markets, create seamless conn-
ections into our regions, and open
Aotearoa to the world in a way that
is sustainable and future-focused.”

As the country’s national carrier,
the airline was mindful of the import-
ant role it plays in shaping the experi-
ence of those who travel here.

“For many visitors, we are their
first and last interaction with Aotea-
roa, and with that comes a responsi-
bility to represent our country with
authenticity — reflecting the warmth,
care, and manaakitanga that define
who we are.”

Foranisleaving the airline’s top job
in October after a five-year term that
started with tourism collapsing when
the pandemic hit, then saw the airline
being part of the strong recovery in
global travel.
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Regulation signals must be clearer

Coalition
Government gets
top marks on
education but
clarity isneeded on
rules, says
Foodstuffs boss

Grant Bradley

oodstuffs North Island chief
executive Chris Quin gives
the Government top marks
for the progress it's making in
education but says it needs to send
clearer signals on regulation.

He says the economy is in a tough
spot and the only solution is through
greater collaboration between busi-
ness and government, better com-
munication, and a strong focus on
innovation.

Quin also supports the idea of a
four-year parliamentary term, saying
that would give businesses more cetr-
tainty.

The co-operative employs 24,000
people and has 240 store owners
across the North Island. Quin is acu-
tely aware of the financial pressure
many New Zealanders face, noting
that food accounts for nearly 20% of
household spending.

Foodstuffs recently published data
showing retail prices across its stores
rose 3.4% year-on-year in July, comp-
ared with Stats NZ's latest annual food
price inflation (FPI) figure of 5% over
the same period.

“Households feel that, and because
they shop with us four or five times
a week, were constantly on their
minds. Of course, it's a privilege to
have them in store so often, but it also
brings accountability.”

He says it’s not overstating things
to call the current economic situation
a crisis, but both political and busi-
ness leaders have historically resp-
onded well in such times.

[think at
the core of
the
economy, |
goback to
this: less
tinkering,
more
focus, and
faster
delivery.
The ‘going
for growth’
message is
right. The
agenda
needs to be

very clear.
Chris Quin

“People communicate really well
in a crisis — we innovate, we do things
faster than in normal times, people
take accountability, and they collab-
orate.”

While he’s concerned about rising
unemployment, particularly in Auck-
land, and ongoing cost-of-living press-
ures, he believes one area where long-
term positive change is under way —
thanks to the coalition government

—is education. Although full progress
will take more than one parliament-
ary term, Quin says new recruits to
Foodstuffs are already showing the
benefits of recent improvements.

“The gold star I would give this
government is for education, and it
can be a big game-changer. I really
hope there can be some bipartisan
support for the direction and that the
momentum carries on.”

“We really do notice when we've
come through a period of poor edu-
cation performance, and we're start-
ing to see the benefits of a renewed
focus on the basics.”

While changes to NCEA have had
the most public attention, Quin says
there are also important systemic
shifts under way in professional
standards and attitudes.

“There’s a conversation now aro-
und teachers being valuable — and
that they should be rewarded.”

In countries like Ireland, he notes,
education is highly regarded and
teachers are held in high esteem.

Beyond education, Quin says the
Government also deserves credit for
its work in policing and justice, and
— less directly relevant to Foodstuffs
— on infrastructure.

“I think at the core of the economy,
I go back to this: less tinkering, more
focus, and faster delivery. The ‘going
for growth’ message is right. The
agenda needs to be very clear — and
it needs to be about value-added
services.”

He points to small European coun-
tries such as Switzerland, Ireland, and
Denmark, where economic plans are
sharply defined.

“One thing that strikes you in those
countries is that everyone tells you
roughly the same story about the plan
— it’'s clear and focused. That's what

were missing — the plan. And how
do we collaborate on that plan?”

When it comes to regulation, how-
ever, Quin says New Zealand needs
a distinct approach, given its size and
location.

The supermarket sector is under
government scrutiny, with structural
separation being floated as a way to
encourage more competition.

Foodstuffs has engaged with the
Government, but no decisions have
been made, and uncertainty remains.

“The process is ongoing. I keep
stressing, as business we can't just
stamp our feet and demand,” he says.

“We are a player in the game. But
the rules of the game and the environ-
ment are set by the Government. We
need to see more collaboration
around that and a bit more trust in
our intentions.”

Foodstuffs has operated in New
Zealand for more than a century and
plans to continue investing locally.

However, global geopolitics con-
tinues to affect the business, includ-
ing sharp increases in grain prices
following Russia’s invasion of Uk-
raine.

Quin says a small Foodstuffs fish
export division has also been hit by
tariffs in the United States, and global
shipping disruptions continue.

He warns that other global food
manufacturers affected by US trade
policies may pass costs on to cus-
tomers worldwide, including here.

But one potential upside is that a
broader variety of food products may
become available to New Zealand
consumers as global supply chains
shift.

@ Foodstuffs North Islandis an
advertising sponsor of the Herald’s
Mood of the Boardroom report.
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Spark sharpens focus on its core

Strategy shift aims
to boost resilience
and growth CEO
tells Bill Bennett

park has reset its strategy

around the core connectivity

services that generate 80% of

the company’s margin. There
is a renewed emphasis on mobile,
managed networks, voice, IoT and
broadband.

CEO Jolie Hodson says the move
marks a return to basics, but with a
sharper focus on building resilience,
reliability, and premium customer
experiences. In recent months, the
company completed half its five-year
mobile network rollout, with its 5G
network now covering 130 locations
and traffic running over its new 5G
standalone core.

“We’re excited about this strategy.
Yes, it’s a reset with a new road map,
but that doesn't mean it's not some-
thing that’s exciting to go after. And
we will continue to help New Zea-
landers, because that’s the important
part here. We're an enablement com-
pany, we have a role to play in
supporting New Zealand growth.”

Private 5G is a key element. Spark
is the first local operator to launch a
standalone 5G core. This is an up-
grade to the 5G network that enables
many of the advanced features the
technology promised.

One of those advanced features is
“network slicing”, which allows Spark
to dedicate parts of the network for
specific customers or applications.

Hodson points to use cases such

as ports, warehousing and industrial
operations where low latency and
guaranteed quality of service are es-
sential.

“You're providing a highly resilient
service that gives customers the
ability to control and leverage the
network in ways they couldn't be-
fore,” she says. That means premium
offerings with strong margins, but
there are also practical benefits for
businesses seeking resilience and
flexibility without laying cables.

“A better network means a better
customer experience. If you look at
the last five years, our customer
experience has grown every year.
We've invested in technologies like
the standalone core, the things that

DENTONS

matter. Now we're looking at how we
can use those technologies to enable
customers to do the things they
need.”

While Spark is positioned as a
premium service provider, it con-
tinues to service other market seg-
ments, such as the company’s Skinny
brand for a more affordable mobile
service.

Al is another advanced techno-
logy helping Spark in its renewed
focus.

Hodson says Spark is investing
heavily in automation and artificial
intelligence to improve both its own
operations and its customer offerings.
Internally, Al helps deflect 20,000
contact centre queries a month,

It'sareset with a
new road map,
but that doesn't
mean it's not
something that's
excitingto go
after. And we
will continue to
help New
Zealanders,
because that's
the important
part here.

Jolie Hodson

reduces call times, and assists agents
with real-time answers.

Transcription tools capture
conversations instantly, creating
searchable records that improve ser-
vice and highlight recurring prob-
lems.

Al also plays a role in Spark’s
network operations, spotting anom-
alies and combining with automation
to reroute traffic when outages occur.

Hodson describes it as a process
of systematically applying new tools:
“It's really about using Al at scale
where it helps us improve perform-
ance, reduce costs, and deliver better
experiences.”

Spark uses Al at the same time, it
offers customers guidance on their Al
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How can New Zealand's global
law firm help you today?

dentons.co.nz
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journey. The company runs Al edu-
cation programmes in partnership
with Section, a New York-based busi-
ness education business founded by
NYU Stern Professor Scott Galloway.

It also supports organisations that
want to embed Al in their processes.
Hodson stresses that businesses don't
need to start big: “All organisations
should be finding ways to use it. You
don't have to be a deep technology
expert to get value.”

Currently the Ministry for Regula-
tion is reviewing the rules governing
the telecommunications sector.

Hodson says in general the indus-
try works to a good standard, but the
review is interesting because some
aspects have matured since the rules
were first laid down and may no
longer need to have the regulator’s
attention.

This winter Spark sold a 75% stake
in its data centre business, which
unlocked capital. The retained 25%
means the company gets to stay in
the data centre market.

Hodson says the move gives Spark
a well-funded partner to build cap-
acity at the pace required to meet
growing demand, especially with Al
driving data growth.

The company has been acquiring
land and resource consents for fur-
ther expansion, including sites on
Auckland’s North Shore and at Dairy
Flat. Hodson says demand for local
data capacity remains strong, even if
large international projects some-
times appear slow to materialise.
“This is a long-term trend. Our role
is to ensure New Zealand has the
infrastructure it needs to support
growth.”

@ Sparkis anadvertising sponsor of
the Herald’s Mood of the Boardroom
report.
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Datacom CEQO says
businesses need
increased
cybersecurity to
make real Al gains

Bill Bennett

atacom’s 2025 Al Impact in
New Zealand report shows
local organisations embrac-
ing artificial intelligence.
Eighty-seven per cent of businesses
use some form of Al and close to a
third are working with advanced AL

Yet, Datacom CEO Greg Davidson
says while Al tools like ChatGPT are
everywhere: “Most of what’s going on
is still proof of concept, experiments
and pilot projects. Many businesses,
particularly in New Zealand, have yet
to move on from that.

“Ninety per cent of what busi-
nesses are doing at the moment is
chat; they are not fundamentally try-
ing to solve an engineering problem.”

Workers who use an Al chatbot
might ask questions and accept what
comes back. Davidson says this is
useful for small productivity boosts,
but it is not transformative.

He says to get the best from enter-
prise Al, you need to deliberately des-
ign, test and build systems so that the
Al delivers reliable, repeatable, busi-
ness-critical outcomes. That requires
engineering discipline.

Datacom’s work with Datapay’s Al-
powered Payroll Assistant illustrates
this point.

Davidson says: “We had to figure
out a way of testing it. We had to
carefully curate what information it
referred to and we had to fundamen-
tally alter how the RAG pipeline
worked in order to get those accurate
answers. In essence, instead of chat,
it's an engineering problem.”

RAG, or Retrieval-Augmented Gen-
eration, is the technical term for when
an Al searches for a trusted, verified
external information source, maybe
the text of the original legislation or
company manuals, instead of simply
pulling information from a large lan-
guage model or its training data.

This is important because David-
son says Als are designed to please
their users. That can mean they guess
or make up plausible-sounding
answers if they don’t have the correct
information to hand. This is some-
times called hallucination.

He says when Datacom built Pay-

Most people are so
impressed with the
outcome, they don't
second-guess it. They
take the lazy answer.
When something
produces the right
answer, 99 times out of
100, spotting the one
becomes a pain.

Greg Davidson

roll Assistant, it restricted its informa-
tion to documents from the IRD, ACC
and MBIE. Then it engineered the Al
to stop it guessing. Real productivity
benefits come when Al is engineered
into processes rather than used as a
novelty but it does not come cheaply.

For Davidson, a key is to invest
only in projects that can shift the dial.
“There’s no point spending 1000 en-
gineering hours on a problem that’s
not going to give you the equivalent

Touch o spamk

benefit on the other side of it”

In a tight economy, boards hesitate
to fund multi-stage projects without
guaranteed returns. “During a down-
turn, people want to know that they
can get the benefit from the work that
they're commissioning.”

Getting a return can involve a
number of iterations.

Davidson says Datacom had to
take a leap of faith when developing
its Payroll Assistant Al to get the

results it wanted. “The problem is that
most organisations don't want that
degree of uncertainty. If they com-
mission work, they want to know
what they will get to justify the cost
of the engineering effort.”

What makes this hard is under-
standing when to invest in engineer-
ing. Davidson says it can be deceptive
because Al chat delivers “pretty
good” results. In a few places, the res-
ults can be amazing, but quality con-
trol is difficult.

“Most people are so impressed
with the outcome, they don't second-
guess it.

“They take the lazy answer. When
something produces theright answer,
99 times out of 100, spotting the one
becomes a pain.”

New Zealand organisations’ focus
on Al chat suits the main Al providers’
business model.

OpenAl with ChatGPT, Anthropic
with Claude and Google with Gemini
all earn revenue selling per-seat chat-
bot subscriptions.

Davidson says Al is most valuable
when businesses treat it like any
other critical system built — with

-ngineered Al — the next battleground
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testing, curated data, security guard-
rails and ongoing quality assurance.
Without that engineering approach,
he says Al stays stuck at the modest
productivity gains from the “chatting
with a bot” stage.

While local companies weigh up
how far and how fast to push into Al
Davidson says the one area that can-
not be deferred is cybersecurity. He
says: “If you're going to save money
on anything, dont save it on
cybersecurity.”

The threat landscape is worsening,
driven both by organised criminal
groups and by state-sponsored act-
ors.

Too many New Zealand organisa-
tions are still behind on the basic con-
trols that regulators regard as mini-
mum good practice.

Added to that, worldwide Al adop-
tion itself introduces new risks:
models must be tested, secured and
monitored to prevent bias, misuse or
breaches.

@ Datacomis an advertising sponsor
of the Herald’s Mood of the Boardroom
report

Playing catch-up with Artificial Intelligence

Tim McCready

CEOs are increasingly adopting arti-
ficial intelligence to improve business
performance — but few would call it
a revolution just yet.

In the 2025 Herald Mood of the
Boardroom survey, CEOs were asked
to rate the impact of Al adoption on
their business performance over the
past year. Most reported a moder-
ately positive lift, with an average
score of 2.86/5 (where 1 means “no
impact” and 5 rates as “transformat-
ional”).

For Mitre 10 NZ chief executive
Andrea Scown, Al is already embed-
ded across the business: “We are
using Al across much of our business
functions and digital customer-facing
experiences, including some use of Al
agents in IT development. We have
not removed labour costs, nor have
we articulated this to be a goal”

“It is growing fast,” says a banking
chairperson. “In the short- to medium-
term I see jobs going, and it’s not yet
clear where the new jobs are going
to come from.”

Others emphasised the product-

ivity potential rather than workforce
reduction. Downer NZ CEO Murray
Robertson says: “While Al clearly has
potential to improve productivity, we
have yet to see it lead to a reduction
in workforce numbers. At this stage,
it's more about enhancing how we
work — but this will undoubtedly
evolve over time.”

An independent energy chair-
person notes the importance of a
careful rollout. “The journey has

Most CEOs reported
amoderately
positive lift in Al
adoption. Photo/123rf

started, but we have much more we
can and will do, in a carefully con-
sidered fashion to ensure we retain
human engagement for our people
and customers.”

Some companies are already see-
ing real gains. “Massive benefits are
starting to flow for our data centre
business, but also at an operational
level,” says an investment boss.

A food industry CEO adds: “We are
increasingly using Al in digital mar-

keting and sales,but have yet to adopt
it within operations.”

Justine Smyth, the chairwoman of
Spark New Zealand, points to years
of investment in Al paying off. “We
are improving the productivity of our
people and delivering tangible bene-
fits for customers — such as shorter
wait times in our call centres and
faster identification and resolution of
network issues.”

NZME chief executive Michael
Boggs highlights both the upside and
the caution needed: “Al presents both
a strategic opportunity and a chal-
lenge for NZME. It offers powerful
tools to enhance content creation,
audience engagement, and oper-
ational efficiency — but it also
demands careful navigation of issues
around trust, copyright, and the in-
tegrity of journalism.”

The depth of adoption remains
thin. “We are really only starting our
Al journey,” says an agribusiness
leader. “The focus is over the next 12
months.” Another chairperson was
blunt: “We need to get a move on.”

When asked how ready their
organisations were to harness Al and

automation technologies to enhance
productivity and competitiveness in
the next 12 months, the score was
only marginally higher at 2.97/5. Just
seven executives rated their firms at
the top end of the scale.

An experienced chairperson sugg-
ested success would depend on cul-
ture rather than technology: “Change
will be constant, and successful com-
panies focus heavily on creating an
inclusive and adaptive culture that
helps to support our human work-
force to deal with constant change.”

Others highlighted the need to
leverage what has already been built.
“Having made significant digital
investments over four years, our stra-
tegy is to utilise the Al tools embed-
ded in what we haverather thanbuild
new.” Others said the pace of change
is dizzying. “You almost have to be
one step ahead of tomorrow,” said
one real estate CEO. “By the time it
is implemented, youre already be-
hind the ball”

The message from the boardroom
is clear: Al is no longer optional. The
challenge now is converting potential
into productivity gains.
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Al key to future of infrastructure

NZ must rethink
how it measures
success in the
sector, says
Aurecon chief
Tracey Ryan

Bill Bennett

urecon chief executive

Tracey Ryan is cau-

tiously optimistic about

the prospects for the
infrastructure sector.

Looking at the big picture, she
notes: “The world has changed. It is
far more complex. There’s a lot play-
ing out. We're seeing a lot of disrup-
tion coming at us fast and you can
get kind of caught up by that”

Meanwhile, the industry is recov-
ering from project slowdowns and
political uncertainty following the
2023 election. She says Aurecon has
been through tough times resizing
and reshaping its business as projects
stopped.

The Association of Consulting and
Engineering says New Zealand’s en-
gineering consulting sector lost 1200
jobs in the past 12 to 18 months, while
numbers in the wider construction
industry are down 16,000. Ryan says
letting good people go is not some-
thing that can be taken lightly.

Yet, Ryan says, it’s the job of in-
dustry leaders to lean into the chal-
lenges disruption brings and under-
stand what the future looks like.

Al may be the greatest disruptive
challenge facing business today.

Ryan is enthusiastic about using
technology as an enabler and says Al
is already making a material differ-
ence to Aurecon.

She says businesses should lean in-
to the technology rather than resist.

“Al is here now. It is transformative
and happening at an exponential rate.
We need to embrace it”

[

Resilienceisn't always
glamorous, but it's central
to keeping communities
functioning.

Tracey Ryan

There are three ways advanced
technologies are changing Aurecon
today. At the personal productivity
level Ryan uses Al to reduce admin-
istrative burdens and help with
prioritisation and effectiveness in her
role.

Aurecon applies Al, automation
and standardisation to designs, using

data and machine learning to support
clients with asset-intensive infrast-
ructure. This includes making better-
informed spending decisions, manag-
ing assets and handling renewal pro-
grammes.

A more creative use of advanced
technology is with community en-
gagement. Aurecon uses tools such
as gaming, virtual reality and digital
platforms to help communities visu-
alise and engage with major projects
in more immersive ways.

Ryan wants New Zealand to view
infrastructure through a fresh lens.
She says we can't measure infra-
structure success purely by the scale
or visibility of new construction.

While new projects are necessary,
they're only one part of the picture:
“New Zealand needs to do a lot
more than just build all the shiny new
things ... it needs to think about the
maintenance and operation of its
assets and renewal of its assets.”
She says there needs to be greater
emphasis on the operational expendi-
ture side of projects: existing assets
such as roads, rail, hospitals and
utilities all need investment in main-
tenance and renewal to ensure they
remain safe, efficient and resilient.
A focus solely on new projects
risks neglecting core infrastructure,
which can cause higher costs and
community disruption later.

Another aspect of this is resilience.
Ryan says infrastructure must be des-
igned, upgraded and maintained to
withstand disruption, climate change
and natural hazards. “Resilience isn't
always glamorous, but it's central to
keeping communities functioning,”
she says.

Ryan fears that political changes
on an international scale are influ-
encing New Zealand and mean clim-
ate change issues are being down-
graded or even ignored, although the
infrastructure challenges don't con-
veniently disappear. She argues we
should measure the sector’s success
by how infrastructure improves
everyday lives, not by ribbon-cutting
ceremonies for “shiny” assets.

This includes considering how
projects feel for communities, how
they connect people, and how they
contribute to long-term well-being.

Like other industries, New Zea-
land’s infrastructure and construc-
tion sector has relatively low pro-
ductivity when compared with over-
seas markets. It also faces higher
costs.

Ryan thinks we need to do a better
job of asking why our infrastructure
is so expensive.

While Al and technology invest-
ment can help with productivity,
Ryan wants to see greater collabora-
tion, more standardisation — not
every project needs to be unique —
and smarter ways of working.

There’s a need to rebuild the
skilled infrastructure workforce.

Ryan says New Zealand's lifestyle
is a draw, it is more important to
ensure there is a pipeline of mean-
ingful projects and a strong visionary
story to attract and retain engineers.

She says in many overseas mark-
ets, most of the main infrastructure
is built, but here there is so much that
needs doing, we should be a good
long-term career option.

“There are some big issues that
New Zealand needs to sort out and
short-term things we need to do, but
the long-term gain is clear.”

@ Aureconisanadvertising sponsor
of the Herald’s Mood of the Boardroom
report

Port boss slams red tape hold-up

s the Port of Tauranga, New
Zealand's biggest port,
enters the seventh year of
its red tape tussle over criti-
cal infrastructure expansion, its chief
executive says it's time the Govern-
ment’s policy was turned into action.

Leonard Sampson, “enormously
frustrated” over the loss of $65 million
to $90m in annual freight savings for
importers and exporters because the
chock-full port is turning away ship-
ping services, says New Zealand
urgently needs clarity around regu-
latory planning regimes, for example.

“There’s an urgent need to convert
words into action. I really think
there’s broad business community
support for the policy and direction.
It now needs to be converted to
tangible execution.

“I give the example of much-nee-
ded investment opportunities or in-
vestment structures into the infra-
structure pipeline.

“Fantastic, but there needs to be
clarity around the commercial mech-
anisms in which investors, whether
they be New Zealand investors or off-
shore investors, can invest and ach-
ieve commercial returns, and that’s
about some of the regulatory frame-
works that sit behind those planning
regimes.”

In its recent strong FY25 results,
New Zealand’s main export gateway
said after more than six years in the
consenting process for expansion of
its container terminal wharf, the situa-
tion was reaching crisis point, with
new shipping service offers being

CEOQO urges action on infrastructure after years of delays, writes Andrea Fox

v

There’s an urgent need to convert words into action. I
really think there’s broad business community
support for the policy and direction. It now needs to
be converted to tangible execution.

turned away due to lack of berth
space.

“One new service to the Americas,
based on the volume we currently

Leonard Sampson

move now, represents somewhere
between $65m to $90m of ocean
freight savings. Those are savings that
go back to importers and ultimately

are passed to consumers, and savings
for exporters that ultimately go back
to the regional communities they
come from.”

The ongoing consent saga also had
a “huge” impact on port productivity.

“We acknowledge that all ports in
New Zealand need to lift their pro-
ductivity, but one of the single biggest
ways to do that is by having an
appropriate level of infrastructure,”
says Sampson.

“In our case, that is an appropriate
length of berth to be able to cater for
services that want to call at the port.”

Even if the port gets the regulatory
green light soon, the project will have
been 10 years in the planning by the
time it's built.

Meanwhile, the cost of the devel-
opment has doubled to nudge $100m.

“It'satwo-year construction period
once we get consent.

“It's enormously frustrating. I think
it's probably symptomatic of the
whole RMA [Resource Management
Act] process. One of the single biggest
areas for improvement in this coun-
try, I believe, is clarity around regu-
latory planning regimes and cer-
tainty.

“We can't have legislation that is
open to interpretation for years and
can be hijacked.”

The latest twist in the resource
consent process is a legislative draf-
ting error, which has resulted in the

Environment Court putting a hold on
the process under the Government’s
new fast-track legislation.

Sampson says the error was not
the port’s doing.

The port had turned to the new
fast-track legislation for assistance
after years of applications, hearings
and appeals before local authorities
and the Environment Court.

The development is being challen-
ged by local hapu.

Meanwhile, Sampson says while
export returns have been buoyant on
the back of strong commodity prices,
the domestic economy and import
consumption have been sluggish and
lacKklustre.

“It's been a lot slower than we had
anticipated and we're hoping to see
a little bit of a recovery towards the
back of this calendar year or early in
2026.”

He expects the 15% tariffs imposed
on New Zealand products by the
Trump Administration will prompt
the port’s export customers to look
for greater market diversification.

While US demand for some New
Zealand products remains strong, he
anticipates the increased tariffs will
result in greater margin pressure on
exporters.

@ Portof Taurangais anadvertising
sponsor of the Herald’s Mood of the
Boardroomreport.
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S5m foreign buyers to fuel market

Government visa
changes and lower
rates will lift
property sector,
saysreal estate boss

Anne Gibson

ower interest rates and Gov-

ernment changes for foreign

investors who have resi-

dency visas will allboost hou-
sing in the next one to two years,
Barfoot & Thompson managing direc-
tor Peter Thompson says.

During winter, he spoke at a global
real estate agency conference in
Singapore and said it was attending
events like that which made him
aware of New Zealand’s popularity.

“The Government changes are a
really positive move because when
you go overseas and go to real estate
conferences or expos, a lot of people
say they want to come to New Zea-
land.

“These buyers don't want to rent.
The people we'e talking about want
to own property and make it their
home. Having that $5m setting means
it keeps the effect right away from
first home buyers. This won't affect
people like that. It's well away from
their price range.”

Buying finished homes rather than
building is anticipated. “Most won't
have the time to come and build.
They want to invest the money as
soon as they can. They see New Zea-
land as a safe haven.”

The investors would not leave

These buyers don't want
torent. The people were
talking about want to
own property and make
it their home. Having that
$5m setting means it
keeps the effect right
away from first home

buyers.
Peter Thompson

their New Zealand homes empty but
live here, he said. “These people will
actually live here. That’s part of the
legislation. We certainly don't want

any land banking.”

On September 1, Prime Minister
Christopher Luxon announced plans
to change the foreign investment
regime.

“The Government wants to bring
additional investment, skills, ideas
and connections to New Zealand, and
the Active Investor Plus residency
visa allows that. It offers residency to
a migrant who invests a minimum of
$5 million to help grow the economy,
passes a good character test, and has
acceptable health.”

Often referred to as the Golden
Visa, it requires a minimum of $5m
tobe invested into direct investments
or managed funds. There is also a
$10m category, with a wider range of
options for investments.

The Government decided that
people with an Active Investor Plus
residency visa will be allowed to buy
or build one home. The minimum
value of the house that can be bought
or built will be set at $5m — which
equates to less than 1% of New Zea-
land houses, Luxon said.

Thompson doesn’t expect the $5
million-plus buyers to be dominated
by Chinese.

“Most of the people will be coming
from Europe or America, not China.
That’s the feedback I've received.”

Overall, it’s yet another boost to the
market.

“More confidence is starting to
brew in the economy with interest
rates coming down. The next 12, 18
to 24 months will see more activity
and more sales.”

He expects the $5m+ buyers to be
drawn to Auckland and Queenstown.

He doesn't want those with a $4m
home to push that price up to $5m
to attempt to make their home eligible
to join that category.

“These people are sophisticated
investors and will know the real
worth.”

Trying to get $5m for a $4m prop-
erty would result in it “just sitting
there and they will miss deals if they
try to list or auction it at a price too
high”.

New Zealand must comply with
anti-money laundering policies and
procedures to detect and prevent the
illegal conversion of illicit funds into
legitimate assets, thereby combating
financial crime.

Asked about how New Zealand
could ensure the money coming here
from overseas complied with that
regime, Thompson said that was up
to the law processes.

“Obviously, banks, lawyers and

real estate agents — we all have to
do it, it's a rigorous role but you can
never say it’s all squeaky clean.”

At a conference of leading global
real estate agents in Singapore mid-
winter, Thompson spoke about New
Zealand’s foreign investor regime,
already open to Singaporeans buying
homes here.

“The real takeaway from that con-
ference was that many Singaporeans
didn’t know they could buy now in
New Zealand, that they were exempt
already.

“They just didn’'t know it, although
government officials there know.

“There was a lot of interest.”

Better education would have help-
ed bring more Singaporeans here, he
said.

Barfoot & Thompson has 88
offices, including in Northland, Tau-
ranga and Whangamata. It has 2800
contractors, employees, front-line
and support centre staff, including
about 1500 contractors who are the
licensed salespeople.

Despite the downturn, those num-
bers did not drop, “but we do a lot
of training”, he said.

People had been made redundant
from other industries and saw possi-
bilities in real estate.

The rental division manages just
over 21,000 properties.

Barfoot & Thompson named its top
sales staff.

@ Top sales teams for 2025: No 1
was Bob Qin and team from Millwater,
specialising in new subdivisions;

@ Top individual salesperson for
2025: No 1 was Aaron Foss, Mission
Bay.

@ Barfoot & Thompsonisan
advertising sponsor of the Herald’s
Mood of the Boardroom report
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Skills, tax and policy
changes top concerns

“ = ¥ Moodofthe
- Boardroom
ﬁ /‘)) Bill Bennett

conomic uncertainty re-

mains a key challenge for

New Zealand businesses, yet

they are planning more in-
vestment than last year. The 2025
Business Sentiment Survey of 130
BusinessNZ members found 68% ex-
pect to invest the same or more cap-
ital expenditure than last year. That
figure is up from 61% in 2024. The
number expecting to invest less has
fallen to 25% from 33%.

BusinessNZ Chief Executive Kath-
erine Rich says investment intentions
are a good indicator of business con-
fidence and the 2025 results pointed
to gradual improvement in the econ-
omy.

When asked about their top con-
cerns, the largest number of the 130
BusinessNZ members who respon-
ded to the organisation’s 2025 Busi-
ness Sentiment Survey named the
uncertainty stemming from reversals
of government policies following
elections. That’s a change from a year
ago when members top concerns
revolved around financial matters:
interest rates, inflation and input
prices or profitability.

Other top areas of concern are a
lack of demand, with more than half
the respondents (52%) naming it as
an issue and the lack of economic
growth (38%).

New Zealand’s corporate tax rate
remains contentious in business cir-
cles. The current rate is 28%, which
is the eighth highest rate of the 38
OECD countries. Close to two-thirds
of respondents (61%) believe that it
is either too high or not competitive
enough to attract foreign investment.

Last month, Prime Minister Chris-
topher Luxon and Education Minister
Erica Stanford announced proposed
changes to NCEA qualifications that
aim to improve the skills levels of
school leavers. Under the new sys-
tem, NCEA level 1 would be replaced
with literacy and numeracy tests,
while levels 2 and 3 would be re-
placed with a New Zealand Certificate
of Education and an Advanced Cer-
tificate.

BusinessNZ asked members to
rank their experience with the skill
levels of school leavers entering the
workforce on a scale of one to five,
with one meaning leavers are highly
skilled and five indicating they were
poorly skilled. The results were bal-
anced. Nearly a third of respondents
gave a median score, with a quarter
(25%) say there were skilled or highly
skilled, while 28% said they were
unskilled or poorly skilled.

Wayne Scott, the CEO of the Ag-
gregate and Quarry Association, is
critical of the existing system. He says:
“The focus of NCEA has been getting
the number of credits, not quality
learning that prepares the student for
potential employment. Accordingly,
young people are applying for jobs
with very few of the skills potential
employers are looking for. There has
been a disconnect between the
school curriculum and industry.”

Early next year, the Government
plans to return ten polytechnics to
regional governance in a move that
undoes the Labour Government
merger. Vocational Education Minis-
ter Penny Simmonds says they will
be locally led, regionally responsive
and future-focused. The aim is to
better equip learners with skills that
are workplace relevant.

Uncertainty still weighs on business but investment lifts in the
BusinessNZ 2025 Sentiment Survey, writes Bill Bennett

Asked to rank the skill level of
employees who have been through
the polytechnic system on a scale of
one (highly relevant) to five (not
relevant), one in five respondents
said they were highly skilled or
skilled, 22% gave a median score and
17% said they were unskilled or
poorly skilled.

Mt Cook Alpine Salmon CEO David
Cole answered the question with a
score of two. He says the system
works for his sector. “WeTe in the
aquaculture industry and the salmon
sector falls within that. We have a
narrow skill requirement and we can
employ someone with a diploma or
degree in aquaculture with confid-
ence.

“Judging by the specific skills they
are studying, the certificates are a
good grounding and a starting point
when we first bring people on board.”

Mike Craig, who runs a business
specialising in architectural builds, is
less enthusiastic. He answered the
survey question with a score of four.
“The skills people are leaving educa-
tion with are not up to scratch. It used
to be that you needed 8000 hours
of on-the-job training to qualify; now
they are pushed through a course in
two years. There’s a shortage of skills
in the industry, but were pushing
builders out too fast. We don’t have
the right system in place.” Craig says
he has to up-skill staff, including
qualified carpenters, before they
have the relevant skills for our work.

Grayson Engineering’s Kurt Hatch-
ard has not been impressed with the
school students arriving at his work-
shop for work experience. He says it
is too easy for them to pass their unit
standards to get qualifications and
they are often not ready for real work.
His criticisms of polytechnic students
echo Craig's words about the lack of
hands-on experience: “They are
taught multiple welding techniques

with different consumables, but I feel
they need to spend more time prac-
tising.”

Scott says the teaching program-
mes in polytechnics have not kept up
with advances in technology and
new ways of doing things: “So often,
the skills taught are not those cur-
rently used or required. Work-based
learning delivery has become more
flexible with online tutorials, virtual
classrooms and work-based assess-
ment. This has benefited learners
who can't attend traditional class-
room-based learning.”

The skills people are
leaving education with
are not up to scratch. It

used to be that you
needed 8000 hours of
on-the-job training to
qualify; now they are
pushed through a course
intwo years. There'sa
shortage of skills in the
industry, but were
pushing builders out too
fast.

Mike Craig

Recruiting suitably skilled and
qualified staff has been a major chal-
lenge in recent years; it is now less
the case. Members were asked to rank
the ease of finding people on a scale
of one to five, with one being very
easy and five being very hard. 43%
of respondents said it was either easy
or very easy, while 21% said it was
hard and just 9% found it very hard.

Shamubeel Eaqub is an economist

who is head of policy for Simplicity.
He answers as both a business leader
and an economist when he says lab-
our shortages plague New Zealand
and are structural, so even during a
recession it is not as easy as it was
to find skilled employees.

One issue is what he describes as
understandable “labour hoarding”.

He says, “Businesses are less likely
to fire people in a downturn. We have
seen much greater use of reducing
overtime and usual hours than firing
this recession. So, we haven't incre-
ased the pool of available workers as
before.”

This is a reaction to the difficulty
of finding workers and the attendant
costs after hiring, Eaqub says.

The other problem is that there is
“limited capability inside organisa-
tions to hire people with the right at-
tributes but not necessarily the right
experience to train them up to fill
roles. There is a tendency to try and
hire match-fit candidates. This makes
the training and skKilling someone
else’s problem, but not everyone can
pass the buck. It creates a lingering
skills shortfall.”

Eaqub says our education and
training organisations are better at
qualifications than skills — not all;
apprenticeships, for example, are
very hands-on and industry-relevant.
We then rely on immigration to fill
our skills shortages, further atroph-
ying the ability of our education sec-
tors and businesses to upskill our
workers.

Hiring workers from overseas is far
from easy. BusinessNZ asked those
members who had attempted to hire
migrant workers about the experi-
ence on a scale of one to five, where
oneis very easy and five is very hard.
Fewer than half of the respondents
were able to answer the question; of
those who did, almost no one said
they found it easy, while well over

THE NUMBERS

68"

expect to invest the same or more
capital expenditure than last year.
That figure is up from

61"

in2024.

25"

expect to invest less, which has
fallen from has fallen from

33"

last year.

61"

of respondents believe the corporate
tax rate is either too high or not
competitive enough to attract
foreign investment.

13"

of exporters are either confident or
neutral about their ability to
continue exporting at the same rate
as recent years, while

27"

say they are not confident.

Despite the Trump
tariffs, exporters
appear to remain
relatively confident
about their prospects.

half (60% of those answering) said it
was hard or very hard.

Tim Robinson, of Robinson Bow-
maker Paul, a Wellington-based en-
ergy consulting business, says his
firm always gets international interest
when advertising for staff, but there
are few suitable candidates. “One
recent hiring round, we were lucky
enough to find someone who was a
perfect skill fit overseas, and went
through the process of bringing him
over from India. It took about eight
months from the first advertisement
to having him in the office in New
Zealand.”

Robinson says the process seemed
pretty efficient and he didn’'t need to
use an adviser. “From our side, most
of the process seemed to be geared
towards making sure we didn’t ex-
ploit anyone, rather than making us
jump through hoops, which was a
pleasant surprise. Once we found a
good candidate, it wasn't that much
harder than hiring a Kiwi. Just a lot
slower. I'd have no hesitation doing
it again next time.”

Earlier this year, the United States
imposed a 15% tariff on New Zealand
goods. This was up from the pre-
viously advised 10%. Despite this,
exporters appear to remain relatively
confident about their prospects. The
survey found 73% of exporters are
either confident or neutral about their
ability to continue exporting at the
same rate as recent years, while 27%
say they are not confident.

Cole says his Mt Cook Alpine
Salmon business is not concerned
about the tariffs, even though the US
is the company’s largest export mar-
ket. He says: “It's not our problem, we
don't have to pay the tariff.”

Cole says there has been no effect
on demand; if anything, it is growing
rather than slowing down.

He says the company continues to
sell in China and elsewhere in Asia.
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Why business wants a 30-year vision

n increased bipartisan ap-

proach to economic growth

will create more certainty,

confidence and hope for
business and the public, says EMA
chief executive John Fraser-Mac-
kenzie.

‘I may be a little naive but I do
think it will become politically im-
portant to be seen being bipartisan,”
hesays. “Inthelast 20 yearsI've never
known a time more than now when
there is more of a clamour for bipar-
tisan, long-term thinking from the
public and business.

‘Tt isn’t just about National and
Labour talking with each other. We
will continue to have an MMP gov-
ernment of some hue and they can
have a very strong influence in what
happens. We are including NZ First,
Act, the Green Party and Te Pati Maori
because they can throw things off
course.”

Fraser-Mackenzie says abipartisan
approach willhave more of an impact
on some sectors than others — such
as infrastructure, education, health
and energy which are very long-term.
Often, you can't make a positive
change during the course of one
electoral cycle, both from a political
and business perspective.

“Companies will ask themselves,
‘How long does our business plan run
for — what do we build and who do
we recruit’ If they are trying to get
a payback in three years, it never
really happens like that.

“Business thrives on confidence,
and they need a bit more runway to
justify their expenditure. The more
long-term certainty the better, par-
ticularly in areas that inherently are
longer term than the electoral cycle.”

He says, in a healthy political sys-
tem, parties do need to have their

Turning policy changes into progress and getting infrastructure projects moving are
just two of the priorities for the employers association, writes Graham Skellern

el

A

Business thrives on confidence, and they need a bit
more runway to justify their expenditure. The more
long-term certainty the better.

own policies. “To this end, I think we
need to talk about non-partisan rather
than bipartisan with the MMP system
and the percentage of the vote en-
joyed by the biggest two reducing
over time.”

Fraser-Mackenzie says certainty
and stability reduce risk and this
encourages more investment, which
leads to economic growth and incre-
ased prosperity for New Zealand.

In the areas of infrastructure, edu-
cation and health, a 30-year vision
with 10-year goals is a very good
concept. “You are taking away uncer-

John Fraser-Mackenzie

tainty and investment risk in the
decision-making. If there is a gentle-
man’s agreement or understanding
amongst the political parties that they
won't stop a project at a certain point,
then they are doing a good service
to taxpayers.”

Fraser-Mackenzie says the mood
of business is “falteringly moving to-
wards positive. People are feeling a
little better but there is still enough
bad news, especially internationally
with geopolitical tensions and tariffs,
which they hang onto and it knocks
them about.”

He says parts of the economy are
picking up and giving people hope —
dairy, red meat and kiwifruit, for
instance — and this activity will flow
through. There’s a lot going on in the
policy space such as RMA reform,
workplace relations, and Fast Track
approvals.

The New Zealand Infrastructure
Investment Summit sent good vibes
and showed the government is pre-
pared to do things differently — for
example, public-private partnerships.

“But while we are waiting for some
infrastructure projects, how much
repair and maintenance has been
done. We have paused major projects
but haven't replaced them with infill
projects.”

Fraser-Mackenzie says the flat
house prices are holding back busi-
ness confidence. “Our mental model
of wealth and confidence is driven
inordinately by house prices, in part
because domestic mortgages are
used to finance a lot of the SMEs.

“As anation, house prices are stuck
in the horns of dilemma. On the one
hand we want to improve housing
affordability but, conversely, the
national psyche and feeling of afflu-
ence is very much tied to what our
houses are worth. House prices re-
maining low improves affordability
but it keeps consumer confidence
down.”

Fraser-Mackenzie applauds the fo-
cus on regulations that support
growth and make it easier for busi-
ness to concentrate on executing
their commercial plans.

But on government spending, he
says the state sector has ballooned
over the last 10 years, “and we need
to see more focus on productivity and
efficiency there before they get more
money from us. They need to unwind
theincrease in state sector headcount
and consider asset sales.”

Fraser-Mackenzie has been in the
EMA role for 15 months and has
helped maintain a steady member-
ship of 7000 firms. The EMA has
implemented a comprehensive IT
upgrade that has improved the mem-
ber experience online and moder-
nised systems to make them more
efficient and secure.

“We have grown revenue in pro-
fessional services (employment rela-
tions, human resources and health
and safety) and learning and develop-
ment, as well as rationalising our cost
base.

In the financial year to June 2025,
revenue grew to almost $20 million
from $19.3m the previous year.

“We are looking at ways of provid-
ing deeper membership value. We've
been running member events on ar-
tificial intelligence and wrangling
around strategy of what we should
be offering,”: says Fraser-Mackenzie.

“We need to consider the oppor-
tunities, but also we are keen to
remain focused on our DNA and what
we are good at, which is really around
the employment piece.”

@ TheEMA is an advertising sponsor
of the Herald’s Mood of the Boardroom
report.
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CEO survey says councils ‘broken’

Tim McCready charts the Mood of the Boardroom response on Auckland, Wellington, and reform

ew Zealand’s top business

leaders say local govern-

ment is broken — slow, un-

accountable and failing to
deliver.

The Heralds Mood of the Board-
room survey shows an appetite for
reform, but frustration with the
choices facing voters in next month’s
local council elections.

When asked which of the Auck-
land mayoral candidates New Zea-
land’s leading CEOs and directors
most supported, 62% back Wayne
Brown.

Incumbent Brown, elected in 2022,
has a reputation as a fixer of infra-
structure and governance through
his background as an engineer and
previous roles with public infra-
structure organisations and serving
as mayor of the Far North. His 2022
campaign promised practical soluti-
ons and fiscal discipline, and he has
since delivered one of the lowest met-
ropolitan rates rises in the country.

But his tenure has also been mark-
ed by controversy, including heavy
criticism of his handling of the Auck-
land Anniversary floods in 2023.

Supporters see Brown as a rare
mayor in his ability to get things done.

“He does what he says he will do.
He’s rough around the edges in com-
munication and in media sometimes,
but gets on and completes things. He
has the respect of many in business
as a doer,” says a real estate boss.

Others point to his focus on “core
infrastructure, transport and rates
discipline” as exactly what Auckland
needs. “Continuity is the key to finally
getting things done,” another adds.

Freightways chair Mark Cairns
observes: “Whilst Auckland Council
hasbeen a wobbly journey, I consider
it is getting plenty of runs on the
board under Wayne Brown’s leader-
ship.”

Yet for some, Brown’s abrupt ap-
proach is deemed too divisive.

“Anyone but Wayne Brown. His
leadership style is everything we
have fought to change inrecent times.
Action, yes, but the how is unaccept-
able,” says the head of a construction
firm.

While none of the other candidates
received any significant support from
respondents, a hefty 35% said none
appeal, reflecting a lack of enthusi-
asm in the options available.

In Wellington, Andrew Little emer-
ges with 38% support. Little, a former
Labour MP and senior Cabinet Min-
ister, is campaigning on a promise of
“serious leadership and real change.”

Drawing on his background as a
lawyer and union leader, Little argues
he has the experience to steady Well-
ington after years of instability.

His platform focuses on fiscal dis-

a

Auckland’s Wayne Brown géts 62% support from survey respondents, while

Wellington candidate Andrew Little gets 38%.

cipline, keeping rates under control,
protecting community assets, and
making housing and public transport
more affordable.

“Andrew Little would be great,”
says an engineering CEO. “He under-
stands politics, is credible and experi-
enced.”

Most respondents, however, are
united in despair at the state of the
capital.

A recruiter described Wellington

as “a basket case” — suffering from
“catastrophic mismanagement,” with
debt ballooning, pipes crumbling, and
rates climbing.

“Public trust is destroyed,” says
another, accusing the council of neg-
lecting its mandate while households
are left to shoulder the consequences.

The head of a consulting firm adds:
“While Andrew Little is the favourite,
a moderate central candidate will be
best placed to take the city forward.”

Of the remaining candidates, only
Ray Chung and Karl Tiefenbacher
register any support, each with just
1%.

An overwhelming 60% of resp-
ondents say ‘none of the above’.

Chung is a sitting Wellington coun-
cillor making his second mayoral bid,
campaigning on cutting costs and
improving fiscal discipline, though his
run has been overshadowed by con-
troversy.

Tiefenbacher, businessman and
founder of ice cream brand Kaffee Eis,
wants to get the city back on track
by reining in debt, limiting rates rises,
and scrapping projects like cycle-
ways and the Golden Mile.

Backtobasics

CEOs emphatically back Government
reforms to refocus councils on core
services, rating at 4.19/5 on a scale
from 1 to 5, where 1 means strongly
disagree and 5 means strongly agree.

“Local government reform is over-
due. Refocusing councils on core
services is the right direction if we
want accountability and better value
for ratepayers,” says Institute of Direc-
tors CEO Kirsten (KP) Patterson.

From a logistics CEO: “Focus on
your core and stop the social agenda
being delivered by largely left-wing
councillors across the country.”

But others urge caution. “I don’t
think central government should dic-
tate this,” argues a public sector CEO.
“Local government needs to show
clear prioritisation of spend and let
the communities have more say.”

Another adds: “If councils had the
right fiscal incentives, they would do
what is right for their economies
without having to be told by central
government.”

Behind the criticism lies frustration
at a system business leaders say
actively resists growth. CEOs and
directors gave their own local coun-
cils a rating of 2.34/5 for performance
in enabling growth and development,
particularly in water, housing, and
core services.

“All talk and consultation, no ac-
tion,” says the CEO of a major law firm.
Another put it more bluntly: “It's
broken.”

A key issue is that councils carry
the cost of new housing and water
infrastructure while central govern-
ment collects the lion’s share of tax
revenue.

“Until we reform local government
funding so councils share directly in
the benefits of growth, housing sup-
ply and infrastructure investment
will continue to lag behind demand,”
says Roger Partridge, chair of the New
Zealand Initiative.

The result, according to Anne
Gaze, founder of Campus Link Foun-

dation, is decades of “glacial progress”
and infrastructure “forever scram-
bling to catch up rather than leading
delivery.”

“After decades of rate hikes and
rhetoric, Aucklanders are left with
housing they can't afford and water
they can’'t swim in,” she says.

The theme of accountability and
delivery was echoed this month by
the Local Government Business Fo-
rum, which released a report calling
for binding referendums on major
council spending projects.

The forum’s proposal recom-
mends binding ratepayer votes on
non-essential capital projects excee-
ding either $500 per ratepayer or 5%
of annual operating expenditure.

The forum’s spokesperson, Dr Eric
Crampton, describes it as a democra-
tic “third way” between unchecked
council spending and heavy-handed
central government rate caps.

Should councils merge?

When asked if regional councils
should be amalgamated, similar to
the Auckland Supercity amalgama-
tion, 81% of respondents say yes.

“It's crazy that we still have 78
councils for a country the size of New
Zealand,” says a tech CEO. “Both cost
and capability provide a clear reason
for consolidation.”

Sam Stubbs, CEO of Simplicity, puts
it succinctly: “Turkeys don't vote for
Christmas. But in Wellington, they
should.”

Jarden managing director Silvana
Schenone adds: “Following the con-
cept of efficiency and professional-
ism in regional and local government
would be helpful”

But others sound notes of caution.
“Auckland Council appears to be
more inefficient and more costly to
run than prior to amalgamation,” says
the chairperson of an investment
firm.

Michelle Palmer, executive direc-
tor of the Retirement Villages Asso-
ciation, points to mixed lessons: “The
amalgamation of Auckland as a super
city has taken decades to start show-
ing efficiencies and improved service
delivery. Te Puikenga is another case
in point where amalgamation does
not provide the anticipated benefits.”

Independent director Fraser Whin-
eray takes it further: “Structural chan-
ges sound good. But Auckland Super-
city hasn't delivered. What's better is
blistering transparency. Swiss-style
localism does that because the muni-
cipalities are so small

“The first thing to sort is transpar-
ency and performance benchmar-
king. The Regulatory Standards Board
should provide this service to local
councils so that ratepayers can have
comfort on local government policy.”

These reports are premier, business-to-business publications providing critical sector
insights alongside robust informed content and commentary about issues that matter to
NZ businesses. The reports canvas the views of Cabinet Ministers, business leaders, and

business organisation chiefs.

This sits alongside expert commentary from respected thought-leaders through
interviews and in-depth articles written by the Herald Business Reports team.

PUBLISHING CALENDAR FOR THE
BUSINESS REPORT SERIES 2025/26:

o Sustainable Business & Finance

o Dyamic Business & Al

Wed 5 Nov
Fri5 Dec

To follow the Deloitte Top 200 Awards

O Project Auckland

o Capital Markets & Investment

Coincides with the INFINZ Awards
o Agribusiness & Trade
o Infrastructure

Mar 2026
May 2026

Jul 2026
Aug 2026

Coincides with the Building Nations Conference

o Mood of the Boardroom

Sep 2026

Managed & edited by Fran O’Sullivan:
fran.o’sullivan@nzme.co.nz | 021986 145

Commercial enquiries to Neil Jackson:
neil.jackson@nzme.co.nz | 021944 825




nzherald.co.nz | The New Zealand Herald | Wednesday, September 24, 2025

:'lj'] B39

NZ HERALD CEOS SURVEY 2025

Mood of the Boardroom: Business leaders have the final word

CEOs were asked to identify the top
threeissues facing the nation and
their solutions.

Matthew Cockram

Cooper & Company

@ Mojo. Self belief. Leadership of
aspiration and vision. Confidence.In
short term ease off interest rates —
prime the pump alittle.

@ Expanding dependence of the
population on state assistance.
Feather back —safety netnota
lifestyle.

@ Balancing immigration — country
where our children and grand-
children can settle and make their
home.

Simon Limmer

Indevin

@ Rules-based trade uncertainty and
soft demand, impacting our ability to
grow and export the best productsin
the world. Diversification of trade
partnerships, and market mix to
reduce over-reliance.

@ Inflationary pressure andrelative
impact onrealincomes.

@ Political instability and short term
planning — we need a stronger, multi-
term government toimplement the
economic recovery planand
investment ininfrastructure.

Paul Johnston

Tower Insurance

@ Capital availability: We need
greater access toinvestment capital
to fuel innovation, infrastructure, and
business growth.

@ Talentand ambition: weneedto
attract talent and foster a stronger
culture of ambition and performance.
@ Smartregulation: Whileregulation
playsanimportantrole, it should
enable progress, outcomes and
opportunities.

The Herald's Mood of the
Boardroom 2025 CEOs survey
attracted participation from 150
respondents.

These included chief executives
from 125 of New Zealand biggest
companies, ranging across
agribusiness, banking and finance,
manufacturing, aviationand
tourism, transport and logistics,
energy, education,
telecommunicationsand
professional services and
environmental services. We also
included some leaders from
smaller companies that took part
in prime ministerial missions
offshore.

CEOs of eight business
organisations took part; the
balance were company chairs and
directors.

The survey was in the field from
August 15-September 12.

The Herald’s CEOs’ survey was
launched in 2002 within a state of
the nation report.

A huge thank you to everyone
who took partin this year’s survey
— we appreciate your effort.

Fran O Sallivan

Executive Editor

Simon Bennett

Metro Performance Glass

@ Low productivity — high cost of
capital, high compliance costs.

@ Regulatory costs —idealism. eg
compulsory climate reporting.

@ Lackofvisiontobetter future state.

Kirsten (KP) Patterson
Institute of Directors
@® Economic Productivity and Cost of

Living — New Zealand must lift
productivity if we want incomes to
rise and living costs to ease. Smarter
investment in skills, technology, and
innovation will unlock growth.

@ Social Cohesionand Trust—Our
greatest strength has always been our
sense of community and connection.
Wemust rebuild trust through
inclusion, fairness, and greater
transparency in our institutions.

@ Infrastructure — New Zealand’s
ageing infrastructureis straining
under population growth, climate
shocks, and decades of
underinvestment. We need bold,
long-term investment in housing,
transport, and energy systems to
secureamoreresilientand
prosperous future.

Dave Rouse

Carbon Click

@® NZ'scleangreenimageneedsto
be carefully managed — our trading
partners are watching, thisisa threat
toourrevenue. Our Governmentis
beinglooked at sideways by many
countries except US (Where we are
losing trade anyway).

@® Unemployment —implementa
work for the dole scheme and look
atthose on sickness benefitsasI've
seen cases where they should and
could be working in some capacity.
We should use WINZ instead of
Upwork to get basic work done. We
should use WINZ workers torun
assembly lines to recover atleast 30
hours of free work WINZ are paying
for anyway, each week. Call it
mandatory work experience to
collect your dole or sickness benefit.
@ Curbingimports of junk — our net
GDP could do much better if Kiwis
weren't sending NZ cash tobuy
rubbish offshore from sites like Temu
& Ali Express.

Mark Cairns, Freightways

@ Health. A greater focus on primary
health care, keeping people out of
expensive hospitals. Our GP sector is
notin good health.

@ General cost of living. Hopefully
stimulating the domestic economy
will provide more discretionary
household income to cope with
general cost of living increases.

@ Reiningin Government
expenditure. The current
Government is tackling this,but we
need totakeahardlookat our State
Owned Enterprises, with most not
generating earnings to meet their cost
of equity.

Tech company boss

@ Costof Livingand Unemployment:
Short-termrelief via targeted subsi-
dies or temporary tax relief for
essential goods and electricity.
Medium-term structural change
through policies that boost
productivity and support innovation
inhigh-potential sectors.

@ National Security and Population
Erosion: Strengthening border
security protocols and counter-
intelligence capabilities. Retention
strategies such as enhancing regional
economic opportunities, investing in
localinfrastructure and offering
incentives for skilled workers to stay
inNZ.

@® Weak Productivity Growthand
Economic Stability: Continue
disciplined but growth-friendly
budgeting, monitoring public debt
and facilitating targeted spending
thatboosts economic capacity.

@ Investininfrastructure (digital,
transport), streamline regulatory
frameworks to encourage innova-
tion, and channel support to emer-
ging sectorslike Al,advanced manu-
facturing, and renewable energy.

Pharmaceutical CEO

@ Over thelast few years,apathy has
creptinto the country and thisis
stalling productivity and growth.
Thereneedstobeaclear and
executable plan toresolve this.

@® Wehaveathree-way government
and this is abit of a handbrake to
progress. Bring back FPP.

@ Therearetoomany KPIs

that the government has on the
agendatoachieve.Iwould focuson
core elements thataddress
productivity, growth and improving
trade with our traditional and non-
traditional partners. Reduce the
number of KPI's and make sure we
deliver on those.

Independent Chair

@ Infrastructure and planning —we
need along term pipeline which has
bipartisan support and one source of
funding to deal with all national,
regional and localinfrastructure
priorities. Current initiatives are not
well co-ordinated, and the funding
sources are arguably misallocated.

@ Simplifying governmentand
making it more efficient, and creating
more effective regulation. The NZ
Initiative is doing great work in this
space. Addressing this issue will assist
to overcome some of our
fundamental societal issues (e.g.a
very broken health system, ageing
population and tax base) which are
complex enough without having to
work through too many hands to find
solutions.

@ Providing the stability and
platform for more FDIin NZ. This
againrequires acknowledgement
and bipartisan support. Without FDI
itishard to see how we can afford
todo everything required to provide
ahealthy and growing economy that
everyone getstosharein.
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