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Executive Summary

New Zealand is facing a loss of national carrying capacity. The problem is visible in four connected areas: the
economy is becoming less able to support rising living standards; the country is struggling to retain skilled citizens;
public institutions are finding it harder to preserve dignity and reliability; and core systems are increasingly exposed to
internal and external shocks.

The central argument of this report is that New Zealand is not experiencing a single recessionary cycle. It is
experiencing a slow structural weakening caused by low productivity, inadequate capital deepening, distorted housing
incentives, infrastructure underinvestment, energy insecurity, outward migration and weak accountability.

Without structural correction, New Zealand risks becoming a high-cost, low-productivity economy
that remains attractive as a place to retire or hold assets, but less attractive as a place to build,
manufacture, innovate and raise a family.

1. The Productivity Crisis

New Zealand has relied heavily on labour-force expansion and longer working hours to sustain headline growth. This
has created the appearance of expansion without a corresponding rise in output per worker.

e Capital per worker has not risen fast enough, creating a form of capital shallowing.

e Businesses can often add labour more easily than they can invest in automation, software or advanced
equipment.

¢ Small domestic markets limit scale and weaken competition in several industries.

¢ Research and development investment remains modest compared with stronger advanced economies.

e High-growth firms frequently sell to overseas buyers before they become large domestic anchors.

When productivity does not rise, real wages cannot rise sustainably. The result is a country where people work hard

but struggle to obtain housing, security and upward mobility.

2. Innovation and the Missing Scale-Up Economy

New Zealand creates capable entrepreneurs and strong niche firms, but too few become large, enduring exporters
headquartered at home. The gap between frontier firms and ordinary firms remains wide.

¢ Technology and management practices diffuse slowly across the business sector.

e Limited growth capital encourages founders to sell early or relocate.

e Oligopolistic markets reduce competitive pressure to innovate.

e Procurement and regulation often favour established incumbents over new entrants.

e Skilled workers can obtain larger career markets in Australia, North America and Europe.

A healthy innovation system does not merely start companies. It keeps enough of them growing in
New Zealand to create suppliers, careers, tax revenue and local ownership.

3. Housing as a Structural Transfer Mechanism

Housing is not only a social issue. It is one of the largest mechanisms transferring wealth from younger households,
renters and new entrants to existing owners and landholders.
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¢ Planning constraints create artificial scarcity of buildable land.

¢ Infrastructure financing delays new development and increases costs.

e Land banking can be more profitable than immediate construction.

e Low interest rates and tax settings have amplified speculative demand.

¢ High rents and mortgages absorb income that could support business formation and family life.

The result is an intergenerational divide that weakens trust in the idea that effort will be rewarded. Housing costs also
damage labour mobility and make it harder for productive firms to recruit.

4. Infrastructure Deficit and Growth Limits

Water, transport, electricity and urban infrastructure have not expanded quickly enough to match population growth
and development demand. Local authorities face debt constraints, while central-government funding is often project-
specific and politically unstable.

e Water and wastewater constraints restrict housing supply.

e Transport congestion reduces productivity and raises household costs.

e Infrastructure projects are vulnerable to cancellation after elections.

¢ Development contributions load costs onto new housing rather than distributing them over long asset lives.
e Short planning horizons discourage training, equipment purchases and supply-chain development.

Infrastructure should be financed as long-lived national capacity, not treated as a short-term political
expense.
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5. Energy Insecurity and Deindustrialisation

New Zealand has a high share of renewable electricity, but that strength is accompanied by vulnerability. Hydro
dependence creates exposure to dry years, while declining gas supply and uncertain transition policy increase price
volatility.

¢ Wholesale electricity prices can rise sharply during supply stress.

e Energy-intensive manufacturers face difficulty planning long-term investment.

e Closures in wood processing, paper and other industrial activities reduce national resilience.

¢ Imported fuels and technology remain necessary despite domestic renewable potential.

e A poorly managed transition can shift emissions and production overseas rather than eliminate them.

Energy policy must protect both decarbonisation and industrial capability. A country that loses manufacturing capacity
becomes more dependent on imports and less able to respond to disruption.

6. Citizen Outflow and Labour-Market Contradictions

New Zealand is losing large numbers of citizens while continuing to import workers. This creates a paradox: the
population can grow while the domestic skill base and tax base weaken.

e Young and skilled New Zealanders are strongly attracted to Australia by higher wages and larger markets.

e The public cost of educating and training citizens is lost when they contribute elsewhere during their most
productive years.

e Employers may prefer migrants because visa conditions create stronger attachment to a job.

e Some local workers face weak job readiness, addiction, transport or housing barriers.

¢ Welfare abatement can create high effective marginal tax rates when beneficiaries enter work.

The correct response is not to blame migrants or local workers. It is to redesign incentives so firms invest in

productivity, local people are work-ready and migration fills genuine high-value gaps rather than substituting for wage

and training reform.

7. Public Services and the Loss of Dignity

A functioning state should provide reliable access to health, education, justice and basic administration. When waiting
lists grow, staff burn out and systems repeatedly fail, citizens experience not only inconvenience but a loss of dignity.

e Health services face workforce shortages and rising demand.

e Schools in growth areas struggle with capacity and attendance problems.

¢ Public servants are often asked to manage crises created by delayed investment.

e Large historical liabilities can consume new funding without improving current service.
e Administrative complexity makes it harder for ordinary people to obtain help.

Public dignity means that essential systems work before people reach a point of desperation.

8. Sovereignty, Security and Resilience

Economic resilience is a form of national sovereignty. A country that depends excessively on foreign finance, imported
essentials, overseas processing and a narrow export base has limited freedom of action during crisis.

e Food-export strength does not guarantee domestic industrial resilience.
e Cybersecurity, communications, energy and transport are strategic systems.
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e Loss of skilled citizens weakens emergency and defence capability.
e Foreign ownership can provide capital, but also shifts strategic control and profits offshore.
¢ Resilience requires redundancy, stockpiles, local skills and transparent ownership.

9. Governance Failures and Policy Reversal

New Zealand often changes direction before major reforms have matured. Projects are announced, redesigned,
delayed and cancelled, while advisers and contractors are paid throughout the cycle.

e Major decisions should have traceable responsibility from proposal to outcome.

e Conflicts of interest should require genuine recusal, including loss of access to information.
e Public contracts should disclose beneficial ownership and political links.

¢ Independent review should distinguish honest error from negligence, conflict and fraud.

¢ Performance should be measured through outcomes, not expenditure or activity alone.

Democracy is weakened when failure has no owner and every government can blame the last one.
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10. Reform Framework

Current vulnerability

Reform pathway

Success indicator

employer dependence on
imported labour

work-readiness and
retention incentives

Productivity Growth depends too Tax and finance incentives | Higher output and real
heavily on labour input for equipment, software, wages per hour
R&D and exports
Housing Artificial scarcity and land Release serviced land, Lower house-price-to-
banking reform planning and income and rent burdens
improve infrastructure
finance
Migration Population growth exceeds | Link migration levels to No decline in per-capita
capacity housing, infrastructure and | services
fiscal contribution
Energy Price volatility and Diversified generation, Stable industrial energy
declining firm supply storage, firming and costs
transition planning
Skills Citizen outflow and Training, apprenticeships, | Lower citizen net outflow

Public services

Crisis-driven funding and
workforce shortages

Published long-term
capacity plans and
outcome reporting

Shorter waiting times and
improved reliability

imports and narrow exports

mapping and local supply
development

Governance Weak traceability and Decision records, real Less waste and stronger
conflict controls recusal and recovery accountability
powers
Resilience High dependence on Strategic capability Greater capacity during

disruption

11. Principles for Implementation

e Measure policy by per-capita outcomes, not only total GDP or total spending.
e Require infrastructure and service capacity before approving rapid population expansion.
e Reward productive investment more strongly than passive asset appreciation.

e Protect equal legal standards while directing support according to measurable need.

e Keep strategic assets and critical capability visible to the public.
e Publish long-term plans that survive normal electoral turnover.
e Assign responsibility to named offices and decision-makers.

Conclusion

New Zealand retains major advantages: political stability, abundant natural resources, food-export capability, strong

institutions and a reputation for social trust. But those advantages can be eroded if structural weaknesses are allowed

to compound.

Repair requires more than a list of spending promises. It requires a clear national objective: a country where
productivity rises, citizens can afford to stay, public services function, infrastructure supports growth and decision-
makers are accountable for results.
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FIXNZ principle: national success means that New Zealand can support, retain, protect and empower
its own people without borrowing against the future.
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Editorial Note

This English edition is a translated and editorially reconstructed version of a Chinese-language research reference.
The language has been standardised for an English-speaking New Zealand audience. Time-sensitive figures and
policy settings should be checked against the latest official releases before quotation.
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