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As the world turns…

• Dangers of stagnation & deflation
• Economies need to keep reforming
• Major adjustments are underway

• Deep upheavals in China
• …spilling over to its Asian neighbours
• …e.g. Australia & NZ suffering from

end of Chinese commodities’ boom
• European growth very sluggish
• US growth strengthening but patchy
• …UK likewise

Resuscitation isn’t working
• Massive money creation isn’t triggering growth or inflation
• …so bond yields keep falling
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…except in house prices
• Australia is deeply worrying, structurally and psychologically
• New Zealand not quite so debt-fuelled but Auckland – 14th at 8.2x income

China’s slowdown – NZ hardest hit
• www.theguardian.com/world/ng-interactive/2015/aug/26/china-economic-slowdown-world-imports
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Impact
• Over past 7 months, 

China’s exports 
have dropped 
14.7% at an
annual rate

• Impact on NZ:
• Loss of $3.5bn

in exports
• Loss of 1.95%

of GDP

• NZ hardest hit

China’s radical restructuring - growth
• Profound shift from investment to consumption
• …but economy slowing so consumption is static
• …e.g. consumption of dairy products is flat vs. 15% pa growth before
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China’s radical restructuring - technology
• Very rapid shifts from established technologies to new
• …e.g. from coal to renewables for electricity generation
• Creating “bubble” of over-investment in coal
• Only one of many “bubbles”: e.g. steel, cement, glass, aluminium
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NZ growth is slowing
• Growth was driven by:

• Immigration
• Milk and log exports
• Christchurch rebuild
• Consumer spending
• …& some business investment

• But growth peaked mid-2014
• …pace is slackening

• GDP +3.5% in year to March 2015
• …and around 2% in 2016

• We’re slipping back to our long term 
(and slow) growth rate

• (Potential rate of growth is the RBNZ’s 
estimate of the maximum rate the economy 
can grow without causing inflation)

• Reserve Bank forecasts :
• Forecast above is 3-months old

• A lot has happened in global and NZ 
economies since

• Next forecast will be a major update
• Monetary Policy Statement
• Thursday September 10th

Short-term opportunities
• Residential construction

• Mainly Auckland and Christchurch
• …reflecting migration and rebuild

• Infrastructure
• Mainly Auckland and Christchurch
• …reflecting migration and rebuild
• …and new competition

e.g. composites for Skypath
on Auckland Harbour Bridge

• Commercial construction
• In main centres and main tourism destinations
• …reflecting migration, rebuild and strong tourism

• Industrial construction
• Less investment reflecting slowing economy and reduced export demand

• Manufacturing
• Less investment, reflecting slowing domestic and export demand



7

Government 
Strategy Mk III

• “Business Growth
Agenda”

• 6 ingredients of 
business growth

• All driven by 
incremental change

• Some big goals
• E.g. double exports 

by 2025

• Requires exports to 
grow 5.5% - 7.5% pa

• Treasury forecasts 
exports will grow by 
1.6% pa to 2014-18

Manufactured exports are falling
• …from 37% of total exports in 2003 to 22% today
• …with commodities taking a growing share of total exports
• Yet, government funding for science and tertiary education is falling in real terms
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Simpler exports
• But we’re becoming an

ever-simpler economy

• Selling more…
• …but a smaller range of

simple products 
• e.g. milk powder & logs

• …to fewer countries

• Dairy is our largest exports
• But whole milk powder is 80% of 

dairy exports

• China is our largest customer

Exports have long stagnated

• ...since 2004 - don’t be fooled by commodity spikes
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Why we’re hitting the wall…an example
NZ’s share of infant formula profits – only 12%

…but we contribute 40% of the assets
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NZ’s challenge
• NZ’s theoretical GDP per capita:

• $43,518

• OECD average GDP per capita:
• $37,181

• NZ’s actual GDP per capita:
• $30,179

• Our gap between theory & reality
• minus 30%

• We need much stronger
international connections

• …to grow our way up value chain
• Productivity Commission’s

research shows
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People, planet
• Vision 2050
• A very challenging roadmap

for corporate development by 
World Business Council for 
Sustainable Development

• Vision 2050 Global report at:
• http://www.wbcsd.org/vision20

50.aspx

• …NZ version too

Finite resources
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We must have unprecedented scale, speed & complexity of change

Engineers’ role in the world – fast changing
• United Nations’ foresight project bit.ly/UNESCOengineering
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The role of engineers in transformation, UNESCO report

Circular economy
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Method’s Soapbox…in Chicago 
• …Cradle-to-Cradle in practice

McKinsey – Circular Economy
• Radically re-thinking how we make and use things…
• …will generate very large economic, environmental 

and social benefits
• Latest report from McKinsey: bit.ly/McKinseyCircular
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Learning, borrowing, adapting from nature
...massive transformation of technology

…Janine Benyus and other leaders

Biomimicry

Biodegradable, infintely recyclable, solar-powered aircraft
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Our choice

• High carbon investment
• Cities, land use and energy sources
= US$89 trillion

• Low carbon investment
• Cities, land use and energy sources
= US$93 trillion

• 2014 – 2030
• Total investment in the global economy = US$ 300 – 400 trillion

• Low carbon investment will cost a bit more than high carbon business-as-usual
• Extra cost = 1% - 4% of GDP in 2030
• …i.e. achieve the same level of GDP about 6 to 12 months later

• Extra cost for low carbon investment:
= US$4 trillion - probably an over-estimate

given inadequacies of conventional economic models

= US$270 billion a year = 1.5x New Zealand’s GDP per year

• Low carbon is cheaper than high carbon, if operatin g costs are included

Bullitt Centre
Seattle

• The world’s greenest 
commercial building

• Self-sufficient for
energy and water

• An exemplar of the
Living Building Challenge

• https://ilbi.org/lbc
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Telling an encouraging story California
• 40% below 1990 levels by 2030…halfway toward its goal of 80% cut by 2050

• 2020 goal, became law in 2006, supported by 70% of voters
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Peter Bakker
World Business Council for 

Sustainable Development

Revolution
• Led by John Elkington and others

• www.breakthroughcapitalism.com/
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Rethinking - Unilever
• Fundamental change, e.g.

• Energy: Minimising energy people use consuming Unilever’s food, personal care 
and other products

• …not simply reducing Unilever’s production energy

• Farmers: Ensuring sustainability of farmers and their communities
• …not simply securing commodity raw materials

• Corporate : Experimenting with new structures & drivers such as Benefit 
Corporations in US for Ben & Jerry’s ice cream subsidiary

• …not simply doing a bit of Corporate Social Responsibility

Impact - Unilever

• http://www.economist.com/news/business/21611103-second-time-its-120-year-
history-unilever-trying-redefine-what-it-means-be
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NZ Vision 2050

• …by a group of young leaders…
• …under the NZ Business

Council for Sustainable
Development…

• …which morphed into
Business NZ’s
Sustainable Business Council

• Download at:
• http://www.sbc.org.nz/projects/visi

on2050
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Sustainable Business Council
• A big shift from “greening growth”…a slight improvement on business as usual
• …to “ecosystem health”…the start of a radical rethink of business and nature
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Sustainable Business Network 
• “Reshaping Profit”…also the start of a radical rethink of business and nature
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Tuhoe’s Te Uru Taumatua
• …the first Living Building in New Zealand
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“A Goal is not a Strategy”
• NZ Institute's analysis of countries’ growth strategies

• http://bit.ly/ExportStrategy

• E.g. Denmark:
• Same population and

agricultural production
as New Zealand

• But has used that
export base to build
far bigger export
volume…
… of much
more sophisticated
products and services

Impact

• NZ 
Institute’s 
analysis:

• How 
much we 
could lift 
wealth…if 
we 
increased 
our 
economic 
sophistica
tion
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Growth strategies
• Some other countries’ strategies

• But we have only goals
• E.g. Current government’s:

• Lift exports from 30% to 40%
of GDP

• Double exports
• Double R&D spend by business
• …all by 2025

Vanguard NZ companies
• An exciting new class of NZ companies is emerging:

• Hallmarks:

• Inspired products & services offering unique value

• Originality born of NZ roots

• Smart strategies for international markets

• Astute management skills to acquire & develop
human & technology skills; capital

• Confidence & skills to collaborate with
partners, suppliers, customers abroad

• Across the economy: domestic; import; export
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LanzaTech…clean tech leader
• Makes biofuel from industrial waste gases

• Turns greenhouse gas liability into profit
• World pioneer of the science
• Auckland-based; NZ Steel pilot plant
• First commercial plant in China
• Certified sustainable biomaterial 

• Big venture capital backing US$150m
• NZ: Stephen Tindall
• US: Vinod Khosla
• China: Qiming Ventures

Building value: Comvita’s 10-year transformation
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Comvita’s value chain
• Building it by…

• Floating on NZX to raise funds
• Buying back distribution
• Investing in retail
• Investing in science
• Investing upstream in bees

• Virtuous cycle…
• …each step generated new cash flow 

to take the next

…Comvita today
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Deals and relationships
• In 2010, Comvita licensed professional wound care to Derma Sciences, US
• In 2013, Derma Sciences took 7.3% stake in Comvita to help fund upstream 

investment in manuka honey production
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EROAD
• Global leader…
• …new style

• Global from NZ 
…to the benefit 
of NZ and itself
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Xero
• Rod Drury’s vision:
• Create a global IT company from NZ

• Not a Triple B business
• Boat, Bach, BMW

• But a Quadruple B business:
• Build a

Billion dollar
Business from the
Beach

• Serial entrepreneur…reinvesting capital, skills and reputation in 
successive businesses…until he found “a keeper” - a big idea to develop

• Xero – accounting Software as a Service
• In culture and technology terms, competitors are finding it very hard to 

make the big transition from packaged software to SaaS to catch Xero

a

• a

How about creating global centres of excellence in:
- Dairy nutrigenomics
- Earthquake prediction, rescue & recovery
- 21st century city systems
- Antarctic research



34

“You’ll have
no future…

…if you don’t
make one

for yourself”

Johnny Rotten


