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PREFACE 

Foreign investment in New Zealand is a subject which 
gives rise to strongly held and often emotionally 
expressed opinions. It is a controversial subject, the 
economic aspects of which are frequently overshadowed 
by political and other non-economic considerations. I t 
is thus the purpose of this Research Paper to endeavour 
to reduce some of the confusions which surround the 
topic by concentrating on an analysis of the economic 
advantages and disadvantages of foreign investment. 

If these economic factors are viewed in a dispassionate 
manner, some of the related doubts and suspicions about 
overseas capital can be seen in a more reasonable overall 
perspective. Hopefully, economic policy could then be 
more successfully directed towards the real problem 
areas which are discussed in the Paper, rather than 
being concerned with issues which are not essentially 
relevant to the policy problem of maximizing the gains 
and minimizing the costs of foreign investment in this 
country. 

These real problem areas are not unique to foreign 
investment as such; they are applicable to all acts of 

investment, whether they be of domestic or foreign 
origin. In particular, the Paper suggests that we should 
give more attention to pursuing satisfactory overall 
macroeconomic policies, especially with respect to balance 
of payments problems; industrialisation and protective 
policies; and policies affecting restrictive trade prac­
tices. 

During 1974 various versions of this Paper were pre­
sented to a number of conferences including those 
organised by the New Zealand Institute of Public 
Administration in Hamilton, 14th-15th May 1974; the 
Foreign Policy School at the University of Otago in 
Dunedin, 17th-21st May 1974; and the New Zealand 
Institute of International Affairs in Auckland, 16th-18th 
August, 1974. If nothing else, the subject matter is 
clearly topical! 

Finally, the usual caveat applies: the views expressed 
in this Paper are my own, and do not purport to 
represent those of the Bank. 

R. S. D E A N E . 



AN ECONOMIC POLICY DILEMMA: 

THE CASE OF FOREIGN INVESTMENT IN 

NEW ZEALAND 

1 . INTRODUCTION 

Many New Zealanders tend to be schizophrenic in 
their attitude towards foreign investment: they wish to 
exploit the economic benefits of a capital inflow, but 
are concerned about the threat, real or imagined, to 
their political sovereignty and cultural distinctiveness. 
Accordingly, too often suspicions on a political level 
about anything which suggests "overseas control" or 
"foreign domination" tend to inhibit rational economic 
analysis of the benefits and costs of overseas investment. 
This situation poses a dilemma for the policymaker: to 
what extent should he forego economic gain to placate 
the community's desire for national political inde­
pendence? 

With these observations in mind, it is the purpose of 
this Paper to comment briefly on the overall scope and 
structure of foreign investment in New Zealand; to 
provide an economic analysis of the advantages and dis­
advantages of a capital inflow, concentrating only on 
the essential elements of such an analysis; to discuss 
some of the major problem areas from the point of view 
of economic policy; and to outline some of the areas 
of popular controversy which have been used to illustrate 
the threats to New Zealand's sovereignty. I t will be 
suggested that discussion of many of these issues has at 
times been unhappily plagued by confused analysis, thus 
emphasising further the dilemma faced by Government 
in devising an acceptable policy with respect to non­
resident investment. 

2 . POLICY ATTITUDES 

According to the former Minister of Finance and 
present Prime Minister the Rt. Flon. W. E. Rowling, 
the present Labour Government believes that "the 
influence of overseas holdings in New Zealand industry 
demands careful supervision" and, furthermore, the 
Government has "quite a number of misgivings about 
the power of the multinational company if it is allowed 
to make its own rules". ' 2 ' It is doubts of this sort which 
have resulted in the present position where Government 
regulation of the capital inflow is now guaranteed by 
several points of official intervention: 

(1) The Overseas Investment Act, 1973, which estab­
lished an Overseas Investment Commission to 
consider all overseas investment proposals and 
where appropriate to make decisions on such 
proposals. In addition, the Commission is charged 
with responsibility for advising the Government 
on all matters relating to foreign investment in 
New Zealand. 

(2) The Overseas Investment Regulations, 1974, 
Which amended and consolidated the earlier Over­
seas Takeovers Regulations, 1964, and the Capital 
Issues (Overseas) Regulations, 1965. These Regu­
lations empower Government to prohibit foreign 
takeovers of domestic enterprises, presumably 
where these are judged to be contrary to the 
public interest. The Regulations also state that 
Government permission is required before a non­
resident firm can commence business in New Zea­
land, borrow abroad, or raise funds on the domes­
tic capital market. 

(3) Exchange control, through which remittances of 
profits and repatriation of capital are subject to 
official surveillance. 

(4) Import licensing, which has the potential to 
enable Government to exert a not inconsider­
able measure of persuasion over foreign com­
panies through its control of imports subject to 
licensing restrictions. 

Yet, despite this impressive battery of controls, the 
Government has often been relatively passive in its 
attitude towards overseas investment. This can be con­
firmed by reference to the most recent major policy 
pronouncement on the subject, (s> which reiterated in 
only slighdy modified form many of the very generalised 
criteria which have been applicable for the past decade 
or so. I t also contained several statements which offered 
some reassurance to existing foreign companies: "the 
Government fully appreciates the role which private 
overseas capital has played and can continue to play in 
this country . . . and . . . the present range and depth of 
our industry could not have been attained without the 
participation of overseas companies". 

More recently, some hardening of attitudes has per­
haps become apparent, as reflected in the proportion 

d) The views expressed in this Paper are the author's own 
and do not purport to represent those of the Reserve Bank 
of New Zealand. 

<2) Evening Post, 15th August, 1973. 

( 3 ) As made by the then Minister of Finance, Mr Rowling, on 
12th January, 1973, the full text of which was published 
in the Reserve Bank of New Zealand Bulletin, July, 1973. 



of overseas takeovers applications which have not been 
approved: in 1970, 2.7 percent; 1971, 5.0 percent; 1972, 
13.9 percent; and in 1973, 20.7 percent. ' 4) Nevertheless, 
a substantial majority of these applications are still 
approved. Similarly, a liberal attitude is retained 
towards the remittance of funds abroad by non-resident 
companies. Nor is there any significant evidence that 
foreign companies, once they are operational within 
New Zealand, are unduly discriminated against in a 
policy sense, other than in terms of the capital issues 
controls. I t appears that import licensing is not used 
as vigorously as an instrument of persuasion these days 
as compared with the 1960's. At that stage, quantitative 
import restrictions were more pervasive and were 
employed as a tool to achieve various policy objectives, 
such as the promotion of local share participation in 
foreign-owned enterprises. 

Overall then, attitudes have hardened to some extent, 
especially with the 1972 change of Government, but 
by international standards the policy stance is by no 
means a restrictive one and could well be judged to be 
liberal in a passive sense. On the other hand, the very 
existence of the range of check-points mentioned above 
makes clear the authorities' doubts about whether all 
overseas investment is likely to serve the interests of 
New Zealand society. 

3 . SCOPE AND STRUCTURE 

The historical and economic importance of foreign 
capital to New Zealand can hardly be denied, even 
though there may be some disagreement about the net 
benefits received from the inflow. Since 1950-51, when 
statistics were first collected, the net private overseas 
capital inflow on a 23-year cumulative basis has been 
a substantial $982 million. Although not all of this inflow 
has been used to finance capital investment, an indica­
tion of orders of relative magnitudes can be obtained 
by noting that this figure represents about 9.6 percent 
of total gross domestic private capital formation in 
New Zealand over the same period ($10,257 million). 
Furthermore, the inflow has increased strongly in recent 
years, averaging over $100 million annually, a trend 
associated with more rapid growth in the economy 
generally and the development of some major specific 
projects, such as the Bluff aluminium smelter. 

Non-resident investment emanates chiefly from the 
United Kingdom, Australia and North America, with 
the United Kingdom being unquestionably the most 
significant of the three areas, and Australia the fastest 
growing category. Of the major industries attracting 
foreign capital, banking, insurance, wholesale and retail 
trade and manufacturing have been traditionally the 
dominant sectors, although more recently some vigorous 
overseas firms have moved into other industries such as 
building and construction, road and sea transport, and 
of course mineral and oil exploration. The largest single 
sector for direct investment is manufacturing which on 
average over the past decade has taken more than half 
the total capital inflow. 

A clear majority of these firms is wholly foreign-
owned and where domestic participation does exist it 
is usually a minority interest. Obviously, the establish­
ments tend to be much larger than the national average, 
a fact associated with the concentrations in particular 
industries which tend to require a relatively large scale 
of operations and a high degree of technical skill and 
knowledge. A simple listing of some of the particular 
product lines favoured by overseas investors can be 

<4> See table 1 for full details. 

used to illustrate the diversity of foreign interests in New 
Zealand manufacturing: biscuits, spirits, tobacco, paint, 
radio and television, soap powders, rubber tyres, glass, 
chocolate, toothpaste, shoe polish, wallpaper, nylon, 
stationery, merchant bar products, packaging materials, 
aluminium fabricating, wire rope, and telephone cables. 
The markets for such products are frequently dominated 
by few sellers, and at times by only one or two firms. 
Some of these facts are illustrated in the series of tables 
at the end of the paper, and it is convenient to sum­
marise the position along the lines of table A . ( 5 ) 

TABLE A 
D IRECT FOREIGN INVESTMENT IN NEW ZEALAND 

SOME SUMMARY STATISTICS 

Countries of 
Origin 

Totals for period 1 
Direct % of 

Investment Total 

1950-51 to 1972-73* 
Income % of 

Accruing Total 

United Kingdom 399.1 40.6 468.5 46.2 
Australia and other 

sterling countries 286.4 29.2 285.8 28.2 
North America 201.1 20.5 237.7 23.5 
Other countries 95.9 9.7 21.1 2.1 

Total: $982.5m. 100.00 $1,013. lm. 100.0 

Ann ual averages for period 1962-63 to 1972-73* 
Direct % of Income % of 

Industry Groups Investment Total Accruing Total 
Primary and mining 2.7 4.1 0.5 0.7 
Manufacturing 37.7 57.3 38.4 57.6 
Wholesale and 

retail trade 16.9 25.7 17.3 25.9 
Banking, insurance, 

property 6.9 10.5 8.1 12.1 
All others 1.7 2.6 2.5 3.7 

Total: $65.8m. 100.0 $66.7m. 100.0 

*Note that period coverage is limited by data availability. 
Source: Department of Statistics. 

Despite the frequent preoccupation with the actual 
size of the foreign-owned sector in New Zealand, no 
simple single statistical measure is available. A s tudy ( 6 > 

carried out in the mid-1960's suggested that for the 
manufacturing sector, foreign companies accounted for 
about 5 percent of the total number of factories, 20 
percent of manufacturing employment, 25 percent of 
aggregate factory output (and value added) , and 32 
percent of the manufacturing surplus or profits. ( 7 > 

Clearly, the measure one chooses depends on one's point 
of view. 

( 5 ) A much more detailed analysis of the foreign-owned 
sector, especially with respect to manufacturing, is avail­
able in Deane, R. S., Foreign Investment in New Zealand 
Manufacturing, Sweet and Maxwell, Wellington 1970. The 
empirical evidence underlying much of the sort of analysis 
contained in this Paper is to be found in this source, which 
also provides full information on the nature and extent 
of the survey of foreign firms which is referred to on 
several occasions later in this Paper. 

( 6 ) See Deane, op. cit. The figures quoted relate to 1963-64. 
A foreign establishment was defined as one operated by a 
company in which non-residents held 25 percent or more 
of the ordinary paid-up capital. 

<7> These figures, although now somewhat dated, probably 
remain a reasonable indication of the relative importance 
of foreign ownership within the manufacturing sector. For 
example, the latest figure for the share of manufacturing 
profits attributable to non-residents, for 1969-70, was 32 
percent, the same as that for 1963-64. 



F o r t he c o u n t r y as a whole , i.e. for all indus t ry g roups , 
it is n o w k n o w n ( 8 ) t h a t in 1969-70 overseas o w n e d 
c o m p a n i e s e a r n e d 31 p e r c e n t of t h e to ta l ne t profits for 
t he c o r p o r a t e sector . Y e t the i r profi t r a t e a p p e a r e d to 
be significantly h ighe r t h a n t h a t of N e w Z e a l a n d - o w n e d 
enterpr ises , a fact w h i c h cou ld h a v e va r ious e x p l a n a ­
tions^—and is q u i t e likely a n over -es t ima te of t h e t r u e 
pos i t i on* 9 )—but w h i c h for p r e sen t purposes impl ies t h a t 
foreign c o m p a n i e s p robab ly a c c o u n t for s o m e t h i n g 
b e t w e e n 20 a n d 30 pe rcen t of c o r p o r a t e sector employ­
m e n t a n d o u t p u t . If a l lowance is t h e n m a d e for t he 
l a rge n o n - c o r p o r a t e sector in N e w Z e a l a n d (govern­
m e n t , local bodies , fa rmers , t he self-employed, a n d so 
o n ) , it can be p r e s u m e d t h a t overseas o w n e d compan ie s 
p robab ly a c c o u n t for only a b o u t 10 pe rcen t of m e a s u r e d 
economic act ivi ty in N e w Z e a l a n d , a figure w h i c h is of 
course n o m o r e t h a n a r o u g h a p p r o x i m a t i o n . ' 1 0 ' 

I n fact , t h e only just i f icat ion for suggest ing such a 
c r u d e ind ica to r is to p l ace t he m a t t e r of foreign o w n e r ­
sh ip in some sort of r ea sonab le perspec t ive a n d , in 
pa r t i cu l a r , t o c o u n t e r t h e e x t r a v a g a n t c la ims of those 
w h o p rov ide n o agg rega t e d a t a b u t r a t h e r assert t h a t a 
foreign takeover of N e w Z e a l a n d is n igh on the dub ious 
basis of a m e r e listing of m a n y firms w i t h overseas 
affiliations, a n d by reference to t he vas t a n d va r i ed 
r a n g e of the i r p r o d u c t s a n d services. I ronical ly , even if 
a full l isting of such firms was m a d e , it w o u l d e n c o m ­
pass only 2 p e r c e n t of all c o m p a n i e s in N e w Z e a l a n d , 
a p o i n t w h i c h r eade r s of D r S u t c h ' s Takeover New 
Zealand'-11'1 wou ld do well to b e a r in m i n d . 

4. T H E CASE FOR FOREIGN INVESTMENT 

Genera l ly speak ing , t he decis ion by a foreigner to 
invest in N e w Z e a l a n d is a decis ion to m a k e avai lab le 
to N e w Z e a l a n d e r s add i t i ona l resources , i.e. over a n d 
above w h a t N e w Z e a l a n d e r s themselves could p rov ide . 
T h i s is equa l ly t r u e w h e t h e r t h e foreign inves tmen t 
takes t h e fo rm of a " n e w c a p i t a l " inflow, a reinvest­
m e n t of pas t ea rn ings , o r a t akeove r of a n a l r eady exist­
ing domes t i c en te rpr i se . T h u s t h e i m p o r t a n t ini t ial ga in 
f rom such i nves tmen t is t h e c l a i m it gives over rea l 
resources , b o t h t ang ib le , in t he fo rm of t he cap i ta l 
inflow, a n d in tang ib le , such as t h e va r ious a c c o m p a n y ­
ing skills. I t represen ts a n a d d i t i o n to domes t ic savings, 
the reby e n a b l i n g N e w Z e a l a n d e r s t o a t t a i n a given 
fu tu re s t a n d a r d of l iving w i t h a lower c u r r e n t sacrifice 
in t e r m s of c o n s u m p t i o n foregone. 

( 8 ) See the Department of Statistics, Supplement to the 
Monthly Abstract of Statistics, March, 1974. 

(9) Many foreign companies have substantial long-term 
liabilities other than shareholders' funds attributable to 
their overseas associates, suggesting an under-estimate of 
shareholders' funds in a technical sense, and hence an 
over-estimate of the profit rate. 

d O ) On> the basis of the national income accounts and other 
official data, it can be .assumed that the central and local 
government sector accounts for about one-quarter of gross 
national product, the private non-corporate sector for 
roughly one-third, and the corporate sector for the final 
40 percent. If foreign-owned firms account in turn for 
about one-quarter of the latter, the-figure of 10 percent 
of the national total can be suggested. 

(it.) W: B. SutcH, Takeover New Zealand, A. YL. and A. W. 
Reed,' Wellington, 1972. - V 

A t t he s ame t ime , foreign inves tmen t usual ly impl ies 
a n increase in p r o d u c t i v e capac i ty , o r e n h a n c e d p r o d u c ­
t ion possibilities. I t m a y d o this d i r ecdy t h r o u g h , t h e 
cons t ruc t ion of a n e w p l a n t , or indirect ly , t h r o u g h t he 
acquis i t ion of a n es tabl ished factory re leasing domes t ic 
cap i ta l , t he bu lk of w h i c h is likely to find its w a y in to 
a l t e rna t ive i nves tmen t oppor tun i t i e s . 

I n this way , foreign inves tmen t leads t o a faster r a t e 
of cap i ta l a c c u m u l a t i o n , a s suming in t h e m e a n t i m e t h a t 
N e w Z e a l a n d ' s o w n savings ( a n d domes t ic i nves tmen t ) 
w o u l d b e m u c h t h e s a m e i n t h e absence of t h e overseas 
cap i ta l . I t follows t h a t t h e c o u n t r y will enjoy a p o t e n t 
tially g rea t e r agg rega t e o u t p u t . Basically t he i nves tmen t 
will b e des igned t o p r o v i d e a n o u t p u t of commodi t i e s 
o r a flow of services w h i c h will satisfy t h e d e m a n d s of 
N e w Z e a l a n d consumers . I n d o i n g this , t h e investor will 
b e anx ious to m a k e a profit . 

As w i t h domes t i c inves tmen t , foreign inves tmen t will 
in gene ra l l ead t o a n increase in income. H o w e v e r in 
this case t he i n c r e m e n t m u s t b e cons idered as a c c r u i n g 
to a c o m b i n a t i o n of domestic; i n c o m e ea rne r s a n d t h e 
re l evan t foreign residents . F r o m N e w Z e a l a n d ' s po in t of 
v iew t h e i m p o r t a n t ques t ion is t h e size of t he domes t i c 
factors ' sha re in t h e i n c o m e inc r emen t . 

T h e mos t immed ia t e ly obvious r ec ip i en t s—and , by 
impl ica t ion , beneficiaries—of t h e d i rec t increase in 
i ncome a re , na tu ra l ly , t he foreign c o m p a n y itself, a n d 
secondly, the N e w Z e a l a n d G o v e r n m e n t , t h r o u g h its sub­
s tant ia l sha re in c o m p a n y profits. I n 1969-70, for 
e x a m p l e , t a x a t i o n receipts f rom fore ign-owned c o m p a n i e s 
were $85 mi l l ion o n a n a n n u a l basis. 

P e r h a p s less obvious , a n d cer ta in ly no t m e a s u r a b l e 
in m o n e t a r y t e rms b u t never theless i m p o r t a n t , is t he 
benefit this c o u n t r y m a y der ive from any " e x t e r n a l 
economies" resul t ing from foreign inves tment . T h e s e 
acc rue t o t h e ex t en t t h a t this cap i t a l leads to a n increase 
in to ta l ne t o u t p u t ( " a d d e d v a l u e " ) over a n d above 
t h a t i n c r e m e n t di rect ly a t t r i b u t a b l e to t he p a r t i c u l a r 
foreign en te rpr i se . T h i s m e a n s t h a t N e w Z e a l a n d will 
ga in to t h e ex ten t t h a t n e w techn iques , skills, a n d k n o w -
h o w a r e d i s semina ted t h r o u g h o u t t h e economy. F u r t h e r ­
m o r e , t h e unse t t l ing effect of add i t i ona l i nves tmen t c a n 
p rov ide a s t imulus to o t h e r r e l a t ed activit ies a n d , a t 
least theoret ical ly , a compe t i t i ve spu r to c o m p a r a b l e 
organisa t ions . 

A p a r t f rom the aggrega te i ncome c h a n g e w h i c h occurs 
in t he m a n n e r jus t ou t l ined , some va r i a t ion in i ncome 
d is t r ibut ion is likely. A shift in resource use a n d fac tor 
r ewards is involved w i t h a n y increase in inves tment . I n 
pa r t i cu l a r , t he d e m a n d for t he var ious factors of p r o ­
duc t i on will rise, t he reby mobi l i s ing idle resources a n d / o r 
a t t r a c t i n g t h e m a w a y from less well p a i d e n d e a v o u r s . ( 1 2 ) 

T h i s m e a n s , for e x a m p l e , t h a t e i the r m o r e e m p l o y m e n t 
will be c rea ted for N e w Z e a l a n d e r s (or i m m i g r a n t s ) 
a n d / o r local l a b o u r incomes will rise. T h e expans ion of 
foreign compan ie s ' pu rchases of ma te r i a l s a n d c o m p o n ­
ents on t he domes t i c m a r k e t will t hus s t imula t e act ivi ty 
general ly . S o m e local cap i t a l m a y b e a t t r a c t e d in to t h e 
v e n t u r e , b u t p r e s u m a b l y only if it s tood to g a i n m o r e 
f rom this t h a n if e m p l o y e d in a l t e rna t ive avenues . T h e 
d e m a n d for i m p o r t s wou ld also be likely to increase . 

( 1 2 ) Which, it should be noted, may aggravate labour short­
ages. But if there is over-full employment, and if the over­
seas borrowing is contributing to it in some way, this is 
an argument for taking anti-inflationary action, but not 
for eliminating the capital inflow, if it is otherwise in the 
country's interests. . . . 



If the foreign firm enters or already operates in an 
industry where the expansion of its production will 
adversely affect competitors, then the latter's resulting 
loss of income would have to be offset against the gains 
to the better rewarded (and hence more expensive) 
factors of production, and the benefit to consumers 
through a new, improved or lower priced product or 
service. If all competitors are New Zealand owned, 
then the redistribution of itself implies no net gain, 
although this does not deny the other gains already 
discussed, i.e. those resulting from the increment to 
income and any external economies. The latter may well 
benefit competitors, especially after a period of time. 
But if some of the relevant competitors are themselves 
foreign-owned, then their loss to some extent may be 
New Zealand's gain. Of course, the benefit to domestic 
residents from increasing these foreign firms' costs (and 
local factors' rewards) and squeezing their profits must 
have subtracted from it the loss of taxation revenue. In 
a dynamic setting the net gain from such a redistribu­
tion would seem likely to be small, especially if com­
petitors are able to retaliate with new innovations of 
their own or imitation of the newly introduced tech­
niques—as they will probably do. Thus the shift in 
resource use can in this way stimulate development. 

There is a further possibility: if the investment is of 
a labour saving type (say, in an existing plant) it may 
make some workers redundant. This is by no means 
necessarily an economic disadvantage even if it creates 
unemployment; it depends on the resultant aggre­
gate income change and its manner of distribution. But 
in the usual New Zealand context of persistent over­
full employment, such investment could be counted a 
positive gain. In effect, it assists in removing a bottle­
neck. 

I t is sometimes suggested that the terms of trade will 
move in favour of a capital importing country. The 
reverse can also be argued. But for New Zealand, the 
arguments appear rather academic, for it seems most 
unlikely that a variation in our demand for imports 
will lead to any significant price change. Similarly, the 
determination of prices for the bulk of our exports is 
largely out of our hands; and even when we can exer­
cise some influence, factors other than the effects of a 
capital inflow are likely to be the dominant ones. 

The conclusion at this stage is superficially clear cut: 
in economic terms New Zealand usually stands to gain 
from more rather than less overseas direct investment. 
But whether or not the country is maximizing this con­
tribution to economic growth is a little more compli­
cated. This is because some important considerations 
have so far been ignored in the analysis. These include 
the implications for the country's balance of payments 
of a capital inflow; the question of protection for 
foreign owned enterprises; and the complications of 
various market imperfections. They will be discussed in 
turn. 

S. SOME POTENTIAL PROBLEM AREAS 

5 . 1 Balance o f Payments 

First, it is sometimes thought that foreign investment 
will have an adverse impact on the balance of payments, 
particularly if the total income accruing to non-residents 
grows to exceed the actual inflow of capital. T o counter 
this possibility it is often argued that any project 
involving overseas ownership should be self-sufficient 

with respect to the balance of payments, i.e. that it 
should be either an export generating or import substi­
tuting type of enterprise. But such views are essentially 
naive, even fallacious, and fail to get to grips with the 
nature of balance of payments problems. They ignore, 
for example, the real income effects already discussed. 
The elimination of an overseas deficit is ultimately 
dependent upon the expansion of real income and the 
contraction of domestic expenditure or, to put it another 
way, the elimination of inflationary pressures. T o achieve 
this, foreign (and domestic) capital must find its way 
into that activity yielding the highest overall return, in 
which case it will be maximizing its contribution to both 
real income and the balance of payments. 

I t should be emphasised that the greatest return will 
not necessarily accrue by forcing all investment into 
export or import competing activities, for which some 
capital may be ill-suited. The fact that an act of invest­
ment, foreign or local, will also lead to an expansion 
of demand can be taken for granted. However, if the 
rise in expenditure is allowed (by Government, which 
is the sole authority with power to disallow it) to out­
strip the increase in real income, then a balance of 
payments deficit is, by definition, inevitable. As stated, 
the need is for an adequate disinflationary policy or, 
depending on the circumstances, devaluation. T o advo­
cate a reduction in or regulation of foreign investment 
is to miss the crucial point. 

5.2 P r o t e c t i o n 

On the other hand, it must be admitted that a coun­
try can make things more difficult for itself in terms of 
obtaining the maximum benefit from overseas capital 
by offering over-generous protection or condoning non­
competitive situations. Ironically enough, overseas com­
panies have frequently been stimulated to establish 
domestic manufacturing units through a need to over­
come trade barriers set up by countries such as New 
Zealand. The irony arises, of course, because the most 
enthusiastic advocates of the import licensing system 
are invariably the most vigorous critics of the overseas 
investment they are apparently unconsciously encourag­
ing. 

Of course, the very nature of these barriers—import 
controls and tariffs—guarantees the survival of manu­
facturing plants, which frequently operate with too small 
a scale of operations when judged by international 
standards. This problem is associated with others: short 
production runs, expensive changeover periods, exten­
sive under-utilisation of capacity and resultant high unit 
costs. Not only will a possibly lower than otherwise real 
income be implied by this replacement of low priced 
imports with high cost New Zealand made commodities; 
the higher cost of these goods, and of the factors of 
production used in making them, will squeeze the profit 
margins of exporters, many of whom cannot pass on 
their increased costs. In this way, a misallocation of 
resources may occur, to which foreign investment can 
potentially contribute. T h e implication is a simple one: 
over-generous protection, by stimulating internationally 
uncompetitive enterprises, means that a subsidy is 
incurred by the remainder of the community. 

5.3 Competit ion 

Furthermore, protection by quantitative restrictions 
substantially eliminates import competition, and together 



w i t h i n t e r n a l inflat ion, serves t o benefi t indus t r ies w h i c h 
a r e cha rac t e r i s ed by h ighly c o n c e n t r a t e d m a r k e t s t ruc ­
tures o r res t r ic t ive t r a d e prac t ices . T h e r e is p len ty of 
ev idence avai lab le to suggest t h a t b o t h overseas a n d 
locally o w n e d c o m p a n i e s in N e w Z e a l a n d engage in 
w idesp read collusive a n d restr ic t ive t r a d e pract ices . T h e 
p r o b l e m seems to boil d o w n to th i s : if t he foreign 
inves tmen t leads to a n increase in compe t i t i on o r t he 
r e m o v a l of some monopol i s t i c posi t ion, wel l a n d g o o d ; 
t h e ga ins c a n b e a d d e d to those a l r eady descr ibed. If, 
o n t h e o t h e r h a n d , it e l imina tes some compe t i t i ve forces 
o r c rea tes a monopol i s t i c posi t ion for itself, and if this 
en ta i l s a loss t o t h e c o m m u n i t y ( t h r o u g h res t r ic ted ou t ­
p u t a n d h i g h e r pr ices) t h e n such a loss m u s t b e set 
aga ins t a n y o t h e r ga ins w h i c h acc rue . 

Y e t these t h r ee p r o b l e m a r e a s — t h e b a l a n c e of pay ­
m e n t s , p ro t ec t i on , a n d monopol i s t i c t endenc i e s—sha re 
a n u m b e r of c o m m o n fea tures . M o s t i m p o r t a n t l y , they 
a r e e a c h a m e n a b l e to G o v e r n m e n t policy. T h u s , if t h e 
benefits of overseas cap i ta l a r e t o b e c o m p a r e d w i t h t he 
costs involved in these a reas , t h e n e t g a i n to N e w Zea ­
l and can most likely be max imized by c o n c e n t r a t i n g 
policy u p o n min imiz ing such costs. I n add i t i on , it should 
b e c lea r t h a t t h e p r o b l e m s ra ised a r e by n o m e a n s 
pecu l i a r to foreign inves tment . H e n c e G o v e r n m e n t policy 
needs to b e f r a m e d in a w a y w h i c h ensures t h a t all 
inves tment , regardless of or igin , goes i n to t h a t act ivi ty 
in w h i c h it will yield t he h ighes t r e t u r n for t h e com­
m u n i t y . 

6. S O M E C O N T R O V E R S I A L I S S U E S 

E c o n o m i c a n d pol i t ica l na t iona l i sm tends to raise 
fu r the r cont rovers ia l issues w i t h respec t to overseas 
c a p i t a l ; issues w h i c h a r e of ten c l a imed t o b e " e c o n o m i c " 
in c h a r a c t e r , a n d specific to foreign inves tmen t , b u t 
w h i c h in fact f requent ly der ive t he i r significance e i the r 
f rom pol i t ica l a n d social cons idera t ions o r f rom semi-
e c o n o m i c n a t i o n a l cons idera t ions . W h i l e it is o u t of the 
ques t ion t o discuss t h e full r a n g e of these, a m e n t i o n 
of some of t h e m o r e topical a n d i m p o r t a n t issues m a y 
b e useful. 

6.1 O v e r s e a s Control 

T h e fear of overseas con t ro l h a s a l r eady b e e n m e n ­
tioned. W h i l e n o t d e n y i n g t h e s t rong pol i t ica l over tones 
of such a fear , i t needs to b e r e m e m b e r e d t h a t t h e r e 
a re several coun te rva i l ing factors . First , a foreign o w n e d 
c o m p a n y does n o t o p e r a t e i n a v a c u u m . I t is cons t ra ined 
by N e w Z e a l a n d legislative r e q u i r e m e n t s a n d by t h e 
fact t h a t i t m a n u f a c t u r e s p r o d u c t s us ing local l a b o u r 
a n d d e p e n d s for its survival o n t h e e x t e n t t o w h i c h con­
sumers d e m a n d these p r o d u c t s . 

A recen t s u r v e y ( 1 8 ) also showed t h a t over half t he 
foreign o w n e d m a n u f a c t u r i n g c o m p a n i e s in N e w Z e a l a n d 
a r e staffed by N e w Z e a l a n d e r s f rom t o p to b o t t o m . Of 
t h e r e m a i n d e r , mos t employ only o n e o r t w o foreigners , 
such persons as of ten as no t be ing sent o u t o n reques t 
f rom the domes t i c un i t . T h e ev idence was c l ea r - cu t : 
N e w Z e a l a n d e r s e m p l o y e d by m o s t foreign firms n e e d 
h a v e l i t t le fear t h a t " fo re igne r s" will u s u r p posi t ions to 
w h i c h they aspire . B u t this conclus ion , i m p o r t a n t as it 

( 1 3 ) See Deane, op. cit. 

m a y be to some, is essentially superficial. F o r in a lmost 
all cases, t he e m p l o y m e n t of p a r e n t t r a i n e d pe r sonne l 
was r e g a r d e d as a posi t ive a d v a n t a g e b o t h t o t he local 
c o m p a n y a n d to t he N e w Z e a l a n d employees of it. I t 
invar iab ly offered t he l a t t e r t h e benefi t of exper ience 
based o n a far w i d e r hor izon t h a n it was possible to 
ga in w i t h i n t h e domes t ic un i t . 

T h e survey revea led a surpris ingly h i g h degree of 
a u t o n o m y in dec i s ion-making by local execut ives , mos t 
of w h o m c la imed t h a t the i r overseas associat ion r e p r e ­
sented a posi t ive ga in for t h e domes t i c subsidiary, 
especially in assistance w i t h t echn ica l research , t r a in ing 
of N e w Z e a l a n d e r s a n d advice o n cap i t a l e x p e n d i t u r e , 
inc lud ing the provis ion of funds. Fo r e x a m p l e , by far 
t h e ma jo r i ty of c o m p a n i e s c l a i m e d t h a t few, if any , 
proposa ls by t h e N e w Z e a l a n d m a n a g e m e n t w e r e t u r n e d 
d o w n for reasons associated w i t h t h e i n t e rn a t i ona l n a t u r e 
of t h e firm. I n o t h e r words t he of ten suspected conflict 
of i n t e r e s t—coun t ry versus c o m p a n y — s e l d o m seemed to 
arise in this a rea . Projects were j u d g e d p r e d o m i n a n t l y 
in t h e con tex t of t h e domes t ic m a r k e t s t ruc tu re a lone . 
T h e r a p i d expans ion of foreign inves tmen t in N e w Zea ­
l a n d m a n u f a c t u r i n g confirms this view. 

De ta i l ed inves t iga t ion of t h e ex ten t of foreign cont ro l 
in a r a n g e of a reas p o i n t e d s trongly t owards p a r e n t 
c o m p a n y g u i d a n c e a n d advice , t h r o u g h a process of 
consu l ta t ion , r a t h e r t h a n abso lu te d o m i n a t i o n or ru l e 
be ing the n o r m . Obvious ly , local condi t ions a n d p r o b ­
lems requ i re local knowledge a n d exper ience . H e n c e 
foreign cont ro l in t h e sense of oppress ive d o m i n a t i o n 
seems to b e s o m e t h i n g of a m y t h . O n t h e o t h e r h a n d , 
if it is no rma l ly v iewed as cons t i tu t ing overal l g u i d a n c e , 
usual ly w i th in t h e f r a m e w o r k of agreed s t a n d a r d s , t h e n 
it is equal ly i m p o r t a n t t o observe t h a t such cont ro l 
possesses n o m a g i c a l p rope r t i e s w h i c h g u a r a n t e e e i the r 
good o r b a d p e r f o r m a n c e . 

6.2 Local Share Participation 

A l t h o u g h t h e ma jo r i ty of c o m p a n i e s w i t h overseas 
affiliations a r e fully o w n e d by non- res iden ts , t he re has 
been a m a r k e d t r e n d t o w a r d s local sha re pa r t i c ipa t ion , 
usual ly o n a m i n o r i t y basis, ove r t h e pas t d e c a d e o r so. 
T h e case for local sha re pa r t i c ipa t i on in overseas o w n e d 
c o m p a n i e s is of ten a s sumed to b e a s t rong one , especi­
ally in this c o u n t r y w h e r e G o v e r n m e n t h a s o n m a n y 
occasions in t h e pas t used its powers of persuas ion to 
ach ieve a domes t i c equi ty interest in n e w a n d e x p a n d ­
ing projec ts . Bu t it needs to be r e m e m b e r e d t h a t if a 
foreign co rpo ra t i on is pe rs t i aded to accep t local cap i t a l 
aga ins t its wishes, N e w Z e a l a n d is deny ing itself t h a t 
m u c h foreign inves tmen t a n d also foregoing t h e o p p o r ­
tuni ty to employ domest ical ly o w n e d resources in 
a l t e rna t ive ways which m a y b e equal ly a d v a n t a g e o u s . I n 
o t h e r words , t he coun t ry ' s r a t e of cap i ta l a c c u m u l a t i o n 
a n d p robab ly its r a t e of economic g r o w t h will b e slower 
t h a n o therwise . 

Beyond this , local p a r t i c i p a t i o n will n o t necessarily 
ease t h e b u r d e n of profit r e m i t t a n c e on the b a l a n c e of 
paymen t s , as is somet imes a r g u e d . If shares a r e p u r ­
chased a t a m a r k e t pr ice w h i c h reflects the i r expec ted 
fu ture ea rn ings d i scoun ted t o c u r r e n t va lues , a n d if 
expec ta t ions a r e real ised, t h e effect o n t h e b a l a n c e of 
p a y m e n t s in t h e l ong r u n is ni l . T h i s is s imply because 
t h e g a i n a c c r u i n g as a resul t of a share i n t he fu tu re 
i ncome be ing r e t a ined in N e w Z e a l a n d m u s t b e offset 
aga ins t t he overseas cap i t a l foregone o r r e p a t r i a t e d , 
d e p e n d i n g o n w h e t h e r t he local s h a r e h o l d i n g is a c q u i r e d 
in a n e w o r exist ing en te rpr i se . T h e m a i n p o i n t of this 



a r g u m e n t is t h a t these p a r t i c u l a r ga ins a n d losses in 
t e rms of foreign e x c h a n g e a r e likely to b e of a strictly 
m a r g i n a l n a t u r e . 

I n fact, survey d a t a suggest t h a t the re a r e some o t h e r 
in te res t ing fea tures associated w i t h local sha re pa r t i c i ­
p a t i o n : for e x a m p l e , in t h e mid-sixt ies , m a n u f a c t u r i n g 
c o m p a n i e s w i t h some domes t ic equi ty ho ld ings employed 
m o r e foreigners a n d r eco rded h i g h e r d iv idend rat ios 
t h a n the i r wholly foreign o w n e d c o u n t e r p a r t s . W h i l e 
m a n y of t he l a t t e r d o n o t i ncu r charges for technica l 
assistance r e n d e r e d by t h e p a r e n t o rgan isa t ion , t h e r e is 
n o ques t ion t h a t local p a r t i c i p a t i o n wou ld l ead to t h e 
impos i t ion of such charges . N o r does a local minor i ty 
sha reho ld ing ensu re any g r e a t e r degree of f reedom from 
p a r e n t a l expo r t f ranchise restr ic t ions. 

T h e most i m p o r t a n t po in t is t h a t domes t i c equi ty 
pa r t i c i pa t i on implies a lesser need for t he non- res iden t 
to b r ing in m o r e cap i t a l o r re- invest ea rn ings in the 
fu tu re as c o m p a r e d w i t h a s i tua t ion of full overseas 
owner sh ip . T o some ex t en t t hen , t he a r g u m e n t for local 
pa r t i c ipa t ion is o n e aga ins t foreign inves tmen t in genera l , 
a n d as such seems difficult to justify on economic 
g r o u n d s . F r o m the pol i t ical p o i n t of view, a policy of 
e n c o u r a g i n g domes t ic p a r t i c i p a t i o n should m e a n p u r ­
suance of major i ty r a t h e r t h a n minor i ty interests . Ye t 
in t he mid-sixt ies in t he m a n u f a c t u r i n g sector, N e w Zea­
l ande r s he ld m o r e t h a n 50 p e r c e n t of t he shares in less 
t h a n 10 p e r c e n t of t he foreign affiliated uni t s . U n f o r ­
tuna te ly , local p a r t i c i p a t i o n does no t obviously ensure 
t h e a v o i d a n c e of conflicts of interest be tween c o m p a n y 
a n d count ry . T h u s , whi le a local pa r t i c i pa t i on policy 
m a y b e a conven ien t response to pol i t ical na t iona l i sm, 
t h e u l t i m a t e responsibil i ty for avo id ing such conflicts 
of in teres t m u s t rest w i t h G o v e r n m e n t itself. T h e legal , 
ins t i tu t iona l , economic , a n d social e n v i r o n m e n t c rea ted 
by G o v e r n m e n t is t h e real key to impos ing sensible 
cons t ra in t s on t h e f o r e i g n — a n d d o m e s t i c — c o r p o r a t i o n 
to ensu re t h a t i t behaves in a m a n n e r accep tab le to N e w 
Z e a l a n d society. 

6 .3 Financial Operations 

T w o m a j o r issues h a v e a t t r a c t e d a t t e n t i on w i t h respect 
t o t h e financial ope ra t ions of foreign e s t ab l i shmen t s : 
first, t h e possibility t h a t they m i g h t " d o m i n a t e " t he 
domes t i c cap i t a l m a r k e t , us ing t he i r size a n d p o w e r to 
exploi t N e w Z e a l a n d sources of non -equ i ty funds , b u t 
r e t a in ing t h e abil i ty t o avo id t h e inf luence of domes t i c 
m o n e t a r y policy t h r o u g h ut i l is ing the i r overseas connec ­
t ions in t imes of a local c red i t squeeze ; a n d secondly, 
t h a t overseas c o m p a n i e s b o t h seek m o r e profi t a n d a r e 
m o r e prof i table t h a n local firms, ra is ing t h e possibility 
t h a t N e w Z e a l a n d m a y b e "mere ly mi lked of t he 
p r o f i t s " ( 1 4 ) of overseas cap i t a l inves ted h e r e . 

T h e first fear c a n b e readi ly c o u n t e r e d : t h e ev idence 
clearly ind ica tes t h a t t h e bu lk of foreign c o m p a n i e s ' 
funds a r e in te rna l ly g e n e r a t e d by m e a n s of re- invested 
profits ( they h a v e a significantly h ighe r re - inves tment 
ra t io t h a n N e w Z e a l a n d o w n e d firms) ; t h a t t he major i ty 
of the i r locally domic i led liabilities a re of a shor t t e r m 
n a t u r e , be ing m a i n l y t r a d e c r ed i t ; a n d t h a t m a n y over­
seas o w n e d firms do no t engage in long t t rm b o r r o w i n g 
in N e w Z e a l a n d o n a m a j o r scale anyway . T h i s is p a r d y 
d u e , of course , t o cap i t a l issues con t ro l w h i c h , a long 
w i t h e x c h a n g e cont ro l , ensures de ta i l ed G o v e r n m e n t 

( I 4 ) To quote the Hon. R. J. Tizard, Labour M.P. and 
present Minister of Finance, Parliamentary Debates, 1960, 
p. 198. 

supervis ion in this who le a rea . T h u s , for e x a m p l e , it 
w o u l d be difficult for a foreign firm to c i r c u m v e n t 
domes t i c m o n e t a r y policy. 

I t is w o r t h n o t i n g i n pass ing t h a t t h e r e is l i t t le justifi­
ca t ion for cap i t a l issues cont ro ls o n t h e basis of con­
ven t iona l e c o n o m i c analysis. If o n e is o ld- fashioned 
e n o u g h to bel ieve t h a t al l cap i ta l shou ld b e employed 
in t h a t a r e a w h e r e i t yields t h e h ighes t r e t u r n , t h e n one 
w o u l d no t wish to restr ic t t he act ivi t ies of overseas 
c o m p a n i e s o n t h e local cap i t a l m a r k e t s imply because 
they a re foreign o w n e d . I n this sense, a n economis t 
cou ld b e excused for d o u b t i n g w h e t h e r the b u r e a u c r a t s 
a r e t h e best j udges of t he n a t i o n a l in teres t w h e n inhib i t ­
ing t h e flow of funds a t a m i c r o e c o n o m i c level. 

As for profi tabil i ty, it wou ld a p p e a r f rom table 6 t h a t 
foreign c o m p a n i e s a r e m o r e prof i table t h a n local es tab­
l i shments . As a r g u e d ear l ie r a n d p e r h a p s in con t ras t to 
p o p u l a r op in ion , this shou ld r ep resen t a ne t economic 
ga in to N e w Z e a l a n d , p r o v i d i n g it reflects re la t ively 
h ighe r efficiency a n d produc t iv i ty r a t h e r t h a n m o n o ­
polistic or collusive activity. I n every indus t ry g r o u p of 
r e l evance to non- re s iden t cap i ta l , t h e l a t t e r r eco rded 
a h ighe r e a r n i n g r a t e t h a n domes t ic cap i ta l , t he overal l 
compa r i son in 1969-70 be ing a 12.6 p e r c e n t r e t u r n 
aga ins t a ne t profit r a t e of 8.6 pe rcen t . M o s t p robab ly , as 
no ted earl ier , the difference is overs ta ted . T h i s is because 
t he sha reho lde r s ' funds figures for overseas firms fail to 
t ake a c c o u n t of o t h e r long- te rm liabilities a t t r i b u t a b l e to 
p a r e n t organisa t ions , some of w h i c h a r e effectively 
equi ty funds. A n ear l ier survey for t he m a n u f a c t u r i n g 
indus t ry suggested t h a t a l lowance for this factor lowered 
the so-called profit r a t e by a b o u t one-fifth. 

H e n c e these d a t a should be i n t e r p r e t e d wi th con­
s iderable ca re . F o r example , if a l l owance is m a d e for 
this differential , a t say one-fifth, a n d if o n e indus t ry 
g r o u p " c o m m e r c e - o t h e r " , is exc luded f rom table 6, t h e n 
the overal l profit r a t e for foreign enterpr ises is v i r tua l ly 
t he same as t h a t for the coun t ry as a whole (bo th 
a b o u t 8.3 p e r c e n t ) . T h u s different d a t a definit ions a n d 
the n a t u r e of the act ivi ty concen t ra t ions , as m u c h as 
t he fact of foreign ownersh ip , m a y well a c c o u n t for 
mos t of t h e differential . 

Q u i t e a p a r t f rom this, t h e fact t h a t non- res iden t 
compan ie s consistently p l o u g h back a m u c h h i g h e r 
p r o p o r t i o n of the i r ea rn ings in N e w Z e a l a n d t h a n d o 
local enterpr ises shou ld do some th ing to ease fears such 
as those en t e r t a i ned by M r T i z a r d ( in t h e q u o t e a t t he 
s ta r t of this s e c t i o n ) . 

T h e s e po in t s also b r i n g in to ques t ion t h e w i sdom of 
t he G o v e r n m e n t ' s policy of vigorously e n c o u r a g i n g 
domes t ic share pa r t i c ipa t ion , for two i m p o r t a n t findings 
e m e r g e f rom t h e ava i lab le e v i d e n c e : first, local pa r t i c i ­
p a t i o n encourages foreign firms to rely m u c h m o r e 
heavi ly o n t h e domes t i c cap i t a l m a r k e t ( o n e c a n n o t 
h a v e one 's cake a n d ea t it t o o ) ; a n d secondly, such 
pa r t i c ipa t ion also leads to lower ra tes of r e - inves tmen t 
of profits, as c o m p a r e d w i t h t h e m o r e conserva t ive 
a p p r o p r i a t i o n policies of wholly foreign o w n e d firms. 

6 . 4 Import Pric ing and Export Franchises 

I t is somet imes a r g u e d t h a t two d i sadvan tages 
associated w i t h overseas i nves tmen t a r e t h e risk t h a t 
excessive pr ices m a y b e c h a r g e d for i m p o r t s f rom (or 
services p r o v i d e d by) t h e overseas associate, as a t ax 
a v o i d a n c e g i m m i c k ; a n d t h a t t he p a r e n t o rgan isa t ion 
m a y impose e x p o r t f ranchise res t r ic t ions o n the local 
subsidiary in o r d e r to r e t a i n overseas m a r k e t s for o the r 
un i t s i n t h e i n t e rna t i ona l firm. 



A l t h o u g h some foreign c o m p a n i e s u n d o u b t e d l y e n g a g e 
in profit swi tch ing prac t ices , the re a p p e a r s to be a need 
in N e w Z e a l a n d for a m o r e b a l a n c e d out look on this 
who le ques t ion . F o r e x a m p l e , survey results h a v e shown 
t h a t m a n y firms receive a posi t ive benefi t f rom the i r 
foreign financial affiliation in t he fo rm of compet i t ive ly 
p r i ced impor t s , g u a r a n t e e d qua l i ty , regu la r i ty of del iv­
ery a n d t echn ica l adv ice on p u r c h a s e s general ly . W h e n 
accusa t ions of t ied sources of supp ly a r e m a d e , it is 
s e ldom recognised t h a t t h e ques t ion is qu i t e i r re levan t 
for a subs tan t ia l p r o p o r t i o n of m a n u f a c t u r i n g c o m p a n ­
ies—those w h i c h m a k e n o pu rchases a t all f rom affiliates 
— a n d t h a t m a n y o t h e r firms a r e free to d e t e r m i n e the i r 
o w n sources of supply . 

F u r t h e r m o r e , t h e r e a r e t h r ee powerfu l coun te rva i l i ng 
forces ope ra t i ng in this a r e a : first, the need to m a x i ­
mise ut i l isa t ion of scarce i m p o r t l icences over t h e pas t 
coup le of decades h a s m e a n t t h a t l icensing itself has 
p r o v i d e d foreign c o m p a n i e s w i t h a s t rong incen t ive 
to i m p o r t f rom t h e mos t compe t i t i ve sources ; secondly, 
t h e scru t iny of t h e Commiss ione r of I n l a n d R e v e n u e 
has f requent ly been , a n d shou ld c o n t i n u e to be , suffi­
ciently s t r ingent to ensure t h a t as far as possible profit 
swi tch ing prac t ices a r e d i s cou raged ; a n d , th i rd ly , t he 
Reserve Bank has for m a n y years exercised survei l lance 
u n d e r e x c h a n g e controls of i n t r a - c o m p a n y t ransac t ions , 
especially those r e l a t ing to service charges such as 
royalt ies a n d m a n a g e m e n t fees. 

O n the o the r h a n d , the re a r e difficulties, somet imes 
g r a v e ones, in d e t e r m i n i n g "fair a n d r e a s o n a b l e " prices 
for t r ansac t ions be tween different un i t s of the s ame mu l t i ­
na t i ona l firm, a p o i n t w h i c h serves to emphas i se t he 
n e e d for a v ig i lan t I n l a n d R e v e n u e D e p a r t m e n t . O n e 
p r o d u c t of such vig i lance was t he very la rge out-of-
C o u r t se t t l ement by t he oil c o m p a n i e s in N e w Z e a l a n d 
some years ago in re la t ion to a G o v e r n m e n t c la im of 
t a x a v o i d a n c e ar is ing f rom excessive i m p o r t p r i c ing 
policies. 

T u r n i n g to t h e ques t ion of e x p o r t franchises, it is 
in te res t ing to observe t h a t a subs tan t ia l p r o p o r t i o n (45 
p e r c e n t ) of t h e r e s p o n d e n t s t o a w i d e r a n g i n g survey 
of foreign m a n u f a c t u r i n g c o m p a n i e s in t h e mid-1960 ' s 
c l a imed t h a t t hey w e r e no t res t r ic ted in a n y w a y in 
re la t ion t o e x p o r t i n g f rom N e w Z e a l a n d . O f those w h i c h 
d id h a v e a franchise imposed u p o n t h e m , in p rac t i ce 
only a few f o u n d t h a t it cons t i tu t ed a rea l l imi ta t ion 
u p o n the i r expo r t p e r f o r m a n c e . A n o t h e r minor i ty g r o u p 
felt t he f ranchise offered a posi t ive ga in in t h a t it p r o ­
v ided t h e m w i t h a n expo r t m a r k e t they w o u l d n o t 
o therwise h a v e h a d . E x p o r t franchises imposed by the 
p a r e n t a r e invar iab ly two-way affairs, b o t h p rov id ing 
a n d p r o t e c t i n g m a r k e t s . B u t m o s t r e sponden t s in t h e 
"par t i a l ly or wholly res t r i c ted" g roups felt t h a t t he 
res t r ic t ions w e r e of secondary i m p o r t a n c e in compar i son 
w i t h t h e m a i n p r o b l e m of a n u n c o m p e t i t i v e posi t ion. 
H e n c e g r o u p m a r k e t a l locat ions were often t h o u g h t to 
be largely i r r e l evan t to t h e N e w Z e a l a n d u n i t in t he l ight 
of t h e smal l scale of t h e local ope ra t i ons a n d t h e h i g h 
u n i t costs p reva i l i ng in N e w Z e a l a n d . 

I n con t ras t to t he conce rn of some N e w Zea l ande r s 
a b o u t e x p o r t f ranchise restr ic t ions, a n d despi te t he fact 
t h a t t h e survey d a t a suggested t h a t n o t a g rea t n u m b e r 
of foreign o w n e d firms w e r e e n g a g e d in e x p o r t i n g to a 
significant ex ten t , i t is en l igh t en ing to no t e t h a t foreign 
m a n u f a c t u r i n g firms' expo r t p e r f o r m a n c e was consider­
ably be t t e r t h a n t h a t of the i r N e w Z e a l a n d - o w n e d 
c o u n t e r p a r t s . A t t h e time of survey, foreign c o m p a n i e s 
a c c o u n t e d for a t least two- th i rds of N e w Z e a l a n d ' s 
expor t s of m a n u f a c t u r e d commodi t i e s , whi le a t t h e s a m e 

t i m e be ing responsible for only o n e - q u a r t e r of t he coun ­
try 's to ta l fac tory p r o d u c t i o n . 

6.5 Overseas Takeovers 

N e w Z e a l a n d ' s p r e o c c u p a t i o n wi th , a n d e n m i t y 
t owards , foreign takeovers is l ongs t and ing a n d it was a 
series of controvers ies in this a r e a w h i c h c u l m i n a t e d 
in t h e N e w s M e d i a O w n e r s h i p A c t 1965, a n d t h e O v e r ­
seas Takeovers ' R e g u l a t i o n s 1964. W h i l e n o t deny ing 
the n e e d to avo id t h e d e v e l o p m e n t of undes i r ab le 
monopol ies , or a l t e rna t ive restr ic t ive t r a d e prac t ices , a n 
economis t c a n n o t escape the feeling t h a t a r a t h e r 
n a r r o w form of na t iona l i sm h a s a t t imes p reva i l ed in 
this a rea . A t akeover will usual ly a d d to t h e to ta l 
resources ava i lab le to a n economy in a m a n n e r s imi lar 
to t h a t of a n e w inves tmen t . T h i s m u s t b e its mos t 
i m p o r t a n t a d v a n t a g e . N o t only does this m e a n a n 
add i t i ona l c la im over resources in t h e fo rm of cap i ta l , 
b u t also it usual ly impl ies t he in jec t ion of fu r the r tech­
nical a n d m a n a g e r i a l skills. I n some cases, t h e t akeover 
is des igned s imply t o p r o v i d e a s t a r t ing p o i n t for a 
m a j o r u n d e r t a k i n g . P r e s u m a b l y t he N e w Z e a l a n d sha re ­
holders w h o sell t he i r in teres t to t h e non- res iden t , d o 
so w i t h a ga in in m i n d . M o r e o v e r the i r ga in c a n b e 
assumed to b e g r e a t e r t h a n if they sold the i r shares 
to local investors. O the rwi se , w h y sell to foreigners? 

Beyond this, t h e vendor s c a n t h e n red i rec t the i r o w n 
c la im over resources, a n d resources themselves , in to a reas 
w h i c h they cons ider prof i table . M u c h of this w o u l d n o 
d o u b t r ep resen t add i t i ona l inves tment . I n this aggre ­
g a t e sense, if a n economy s tands to ga in from overseas 
inves tment , t h e n it m u s t also s t and to g a i n from t ake ­
overs, all o t h e r th ings be ing equa l . T h u s t h e m u c h 
favoured a n d popu la r i sed dis t inct ion b e t w e e n " n e w 
i n v e s t m e n t " a n d " t akeove r s " , jus t as w i t h t h a t b e t w e e n 
" n e w c a p i t a l " a n d " re- inves ted profi ts", is essentially a n 
artificial one . 

6 .6 Dependence o n Overseas Research 

T h e r e a r e t w o object ions w h i c h h a v e been ra ised in 
some q u a r t e r s to t h e very cons iderab le N e w Z e a l a n d 
d e p e n d e n c e o n overseas research a n d k n o w - h o w , ob jec­
t ions w h i c h it shou ld b e r e m e m b e r e d m a y equa l ly well 
app ly t o local c o m p a n i e s as t o foreign enterpr ises . O n 
t h e o n e h a n d the re is t he possibility of overseas p r o ­
duc t s a n d t echn iques be ing unsu i t ed to t h e N e w Zea ­
l a n d s i tua t ion , wh i l e o n t h e o t h e r h a n d t h e r e is t h e 
fear t h a t a d e p e n d e n c e u p o n foreign research m a y h a v e 
a n adverse effect u p o n local effort a n d in i t ia t ive . 

T w o facts go a cons iderab le w a y t o w a r d s d e n y i n g t h e 
val idi ty of t h e first objec t ion , a t least as far as it re la tes 
to p r o d u c t sui tabil i ty. First , for be t t e r o r worse , t h e 
N e w Z e a l a n d c o n s u m e r m a r k e t does n o t a p p e a r t o b e 
substant ia l ly different in its r a n g e of needs a n d desires 
f rom the domes t ic m a r k e t s of t he count r ies f rom w h i c h 
mos t of o u r foreign cap i ta l e m a n a t e s : t h e U n i t e d K i n g ­
d o m , Aus t ra l ia , a n d A m e r i c a . Secondly, survey d a t a 
revea led t h a t a significant a m o u n t of p r o d u c t modif ica­
t ion is ca r r i ed o u t by foreign firms to ad jus t t he i r 
p r o d u c t s to t h e local e n v i r o n m e n t w h e r e they cons ider 
this to b e necessary. As for m a n u f a c t u r i n g m e t h o d s , t he 
inescapable need for local ini t ia t ive is emphas i sed simply 
by the smal l size of t h e domes t ic m a r k e t . T h u s it was 
n o t surpr i s ing to find in survey work t h a t m a n y of t h e 
ins tances g iven in re la t ion to t h e app l i ca t i on of local 
research were connec t ed w i t h n e w o r i m p r o v e d m e t h o d s 
of p r o d u c t i o n . 



The case in favour of conducting more research in 
New Zealand is one which is easy to overstate and over-
generalise. Without in any way denying the value of 
local research activities, especially in those areas where 
New Zealand is well suited to carry them out, it never­
theless has to be remembered that research can be 
extremely costly in terms of the resources which must 
be devoted to it. The question of scale is of great 
importance. Accordingly, there would not appear to be 
any case for arguing that research over a wide range 
should be encouraged simply in order to reduce our 
dependence on foreign assistance. Interestingly enough, 
the available evidence shows that although foreign 
establishments accounted for 20 percent of the total 
New Zealand manufacturing labour force in the mid-
1960's, they employed 42 percent of all those persons 
coming within the "professional and technical" category. 
Data such as these raise the presumption that foreign 
owned firms are probably engaged in research activities 
to a greater extent than New Zealand companies. 

I t is perhaps just as well that the major economic 
objections to a dependence on overseas know-how are 
largely invalid in the New Zealand context. For, if 
anything, it seems highly likely that this dependence 
will increase rather than decline in the future. There 
is a large amount of evidence available to suggest that 
the economic benefits from foreign technological assis­
tance flowing to New Zealand subsidiaries of multi­
national organisations are of a substantial and continu­
ous nature. 

6.7 E n v i r o n m e n t a l Issues 

In recent years, environmental issues have impinged 
on foreign investment policy, providing in some cases 
classic illustrations of confused analysis. On a popular 
national level, it has been claimed that foreign capital 
invested in the Bluff aluminium smelter would not have 
been in New Zealand's interest because of the likely 
damage to Lake Manapouri which would have resulted 
if the lake level had been raised to supply electricity 
for the project. Despite efforts by some to use this as 
a case against foreign investment as such, it is clear that 
the question of ownership was not the central issue; 
rather it was essentially a matter of environmental policy 
generally. If such a policy is adequate, and comprehen­
sively reflects the community's feelings on the matter, 
then satisfactory constraints would be imposed on both 
local and foreign capital. Similarly, a clear statement 
of intent, backed by adequate legislation and adminis­
trative action, with respect to acquisition of "com­
munity" real estate—such as coastal beaches and off­
shore islands—would do much not only to ease the 
problem of a "foreign takover" in these areas but also 
to preserve such land for public rather than private 
pleasure. After all, it is surely only a strictly limited 
consolation to the average New Zealander to find that 
much coastal beachfront is in the hands of New Zealand 
rather than foreign capitalists! 

New Zealand. From the economic policymaker's point of 
view, the relevant question is not whether overseas 
investment can be classified as a force for good or evil, 
but rather how can New Zealand ensure that it maxi­
mizes the benefits and minimizes the costs of such 
investment? 

Most certainly, the answer to this question does not 
lie in pursuing a restrictive policy towards private invest­
ment, on the grounds of the popular fears propounded 
by some opponents of overseas capital. This is because 
many of the problem areas alleged to be associated with 
foreign investment, as distinct from local investment, 
can be demonstrated to be relatively unimportant in an 
economic sense. These include, for example, the ques­
tion of encouraging local share participation; concern 
over "control" and "domination" by non-residents; the 
employment of "too many foreigners"; the "stifling" of 
local research, and the associated "undue" dependence 
upon foreign know-how; "excessive" profits, both earned 
and remitted, by overseas owned firms (other than where 
elements of monopoly profits exist) ; "over-priced" 
imports; onerous restrictions upon exports; and so on. 

On the other hand, it should be apparent that some 
potential problem areas did emerge from the analysis. 
Although special attention should be focused on Govern­
ment policy in these areas, it is important to note that 
they involve considerations pertinent to the whole 
economy, and not simply to the foreign owned sector. 
For instance, it is true that foreign investment might 
well contribute to a balance of payments problem, but 
this does not constitute a case for New Zealand fore­
going the other (net) benefits of the capital inflow. 
Instead, attention should be directed towards the pur­
suance of overall fiscal, monetary and exchange rate 
policies which would achieve the balance of payments 
objectives. Similarly, New Zealand will not maximize 
the gains from overseas investment if this capital flows 
into sectors which are excessively protected or subsidised, 
or which are characteristed by monopolistic, collusive 
or other restrictive trade practices. But again, the answer 
to the problem lies not in inhibiting the capital inflow as 
such, but rather in adequate industrialisation policies 
and trade practices legislation. ( 1 5 ) 

As far as intra-company transfer pricing practices are 
concerned, the need for vigilance by the Commissioner 
of Inland Revenue and the Reserve Bank can be 
stressed. Such vigilance should ensure that New Zealand 
effectively minimizes the costs of foreign investment in 
this area. 

Thus the economic problem is not one of how to treat 
foreign capital specifically; it is rather one of how to 
ensure that all investment, regardless of origin, flows 
into those activities in which it will yield the highest 
return to the community. I t is only in the context of 
satisfactory overall macroeconomic policies that New 
Zealand stands to minimize as far as possible the prob­
lems raised by potential and actual conflicts of interest 
between the multinational firm and the national 
economy. 

7. CONCLUSION 

The conclusions which can be drawn from the preced­
ing analysis are unambiguous. Foreign investment has 
made a substantial contribution to economic growth in 

(15) Government has in fact been giving more attention to 
both these aspects recently, as illustrated by Ministerial 
pronouncements to the effect that the import licensing 
system should not be used to promote or protect inefficient 
operations, and by the introduction of the new Commerce 
Bill, which is designed to strengthen Government regulation 
of undesirable trade practices, monopolies, mergers and 
takeovers, among other things. 



The major thrust of this Paper has been to attempt 
to place the economic advantages and disadvantages of 
foreign investment in some sort of perspective. But 
political and social considerations are also highly impor­
tant with respect to overseas capital. The Paper has 
endeavoured to avoid any judgements in these areas. 
It is deceptively easy to blur this distinction and yet it 
is important to be explicit about weighing the net 
economic advantage against these political and social 
factors. Despite the weight of empirical evidence 
favouring direct investment, governmental policies seem 
to be hardening in many countries. The empirical 
researcher may well be left pondering the futility of his 
efforts. 

Finally, it can be observed that the apparendy liberal 
stance to foreign investment, as favoured on economic 
grounds, provided other domestic economic policies are 
appropriate, would also be consistent with a liberal 
stance towards international affairs as a whole. As for 
the latter, New Zealand could reasonably claim to have 
adopted such a stance in recent times. On the other 
hand, in the field of overseas investment, it is clear that 
past doubts are likely to persist, and perhaps to intensify, 
in the future. But, regardless of our political misgivings, 
it is important to clarify our understanding of the 
economic issues. There remains ample scope for improve­
ments in this area. 
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STATISTICS R E L A T I N G T O T H E OVERSEAS 

( A p p r o v a l s 

1967 1968 1969 
Total number of applications received and registered 67 (64) 93 (89) 138 (133) 
Applications withdrawn 2 — 1 
Partial purchase of N.Z. interests 11 (11) 12 (12) 17 (15) 
Majority purchase of N.Z. interests 7 (7) 4 (4) 22 (21) 
Overseas companies increasing their existing majority holdings 

in N.Z. businesses 4 (4) 19 (19) 31 (31) 
Complete takeover of N.Z. businesses 23 (22) 20 (16) 26 (25) 
Transfers between overseas interests with no increase in over­

seas control 20 (20) 38 (38) 41 (41) 
Applications under action 

S U M M A R Y : Total number of applications registered 1967—22nd March 1974 1,039 
Total number of applications approved . . . . 946 
Total number of applications declined . . . . 72 
Applications withdrawn after registration . . . . 19 
Applications under action . . . . 2 

1,039 1,039 

Source: Chief Cashier's Department, Reserve Bank of New Zealand. 

TABLE 2 

OVERSEAS D I R E C T I N V E S T M E N T IN N E W ZEALAND 
CLASSIFIED BY C O U N T R I E S O F O R I G I N 

(NZ$ million) 

United 
Other States Other Total 

March United Sterling and E.E.C. O.E.E.C. Other All 
Years Kingdom Countries Canada Countries Countries Countries Countri 

1950-51 ... 9.9 — 0.3 1.1 0.5 __ 11.2 
1951-52 ... 18.2 2.8 1.6 —0.6 — 22.0 
1952-53 ... 8.4 5.0 7.7 0.2 — 21.2 
1953-54 ... 5.7 — 0.4 1.1 — — 6.4 
1954-55 ... 17.0 1.8 3.3 0.2 — 22.2 
1955-56 ... 26.9 3.1 1.7 —0.2 — 31.5 
1956-57 ... 9.8 6.6 1.6 2.2 — 20.2 
1957-58 ... 16.0 3.3 — 1.9 1.8 — 19.2 
1958-59 ... 17.7 7.9 1.1 1.0 — 27.7 

1959-60 ... — 0.6 8.7 — 2.9 0.9 0.3 6.5 
1960-61 ... 20.7 9.3 2.4 0.7 1.2 34.2 
1961-62 ... 19.8 7.0 10.2 0.8 36.2 
1962-63 ... 31.6 13.3 10.7 — 0.7 0.4 55.3 
1963-64 ... 16.8 10.2 9.6 c— 0.7 2.2 38.1 
1964-65 ... 20.2 9.9 8.0 2.0 3.4 43.5 
1965-66 ... 22.8 25.8 15.1 1.4 2.4 62.8 
1966-67 ... 0.7 14.9 13.3 0.1 0.1 28.9 
1967-68 ... 16.7 16.6 — 8.1 2.6 0.3 28.1 
1968-69 ... 20.8 — 1.4 2.8 15.2 1.5 38.9 
1969-70 ... 18.2 31.5 16.6 1.4 8.5 76.2 
1970-71 ... 57.0 30.7 12.9 23.7 25.7 130.0 
1971-72 ... — 7.2 38.0 67.6 — 8.0 7.1 97.5 
1972-73 ... 52.0 42.1 25.6 3.0 1.9 124.6 

Source: Department of Statistics. 



TAKEOVERS R E G U L A T I O N S 1964 

in brackets) 

182 (177) 159 (151) 173 (149) 203 (161) 24 (22) 
1 

(177) 
4 

(151) 
4 

(149) 
7 — 

24 (24) 6 (6) 14 (13) 19 (16) 2 (2) 
23 (20) 6 (5) 26 (14) 34 (23) — 

31 (31) 38 (38) 27 (24) 23 (22) 5 (5) 
26 (25) 40 (37) 41 (37) 47 (29) 2 (2) 

77 (77) 65 (65) 61 (61) 73 (71) 13 
2 

(13) 

TABLE 3 

T O T A L I N C O M E F R O M D I R E C T OVERSEAS I N V E S T M E N T I N NEW ZEALAND 
CLASSIFIED BY C O U N T R I E S O F O R I G I N 

(NZ$ million) 

United 
Other States Other Total 

March United Sterling 
Countries 

and E.E.C. O.E.E.C. Other All 
Years Kingdom 

Sterling 
Countries Canada Countries Countries Countries Countri 

1949-50 ... 2.8 1.5 0.9 0.3 5.5 
1950-51 ... 6.9 3.9 3.6 0.2 — 14.7 
1951-52 ... 6.9 4.7 1.8 0.1 — 13.5 
1952-53 ... 8.7 3.5 3.1 0.1 — 15.4 
1953-54 ... 11.4 4.2 5.6 0.2 — 21.5 
1954-55 ... 13.4 5.5 4.0 0.2 — 23.1 
1955-56 ... 11.8 5.0 5.7 0.2 — 22.6 
1956-57 ... 13.3 4.7 5.3 0.5 — 23.8 
1957-58 ... 10.6 5.5 6.1 0.5 — 22.7 
1958-59 ... 11.9 8.2 6.5 0.5 v — 27.1 

1959-60 ... 7.7 8.4 5.3 0.3 0.4 22.1 
1960-61 ... 20.2 9.8 8.6 0.9 0.5 40.1 
1961-62 ... 14.9 9.6 8.0 0.4 0.4 33.3 
1962-63 ... 25.7 11.2 8.5 — 0.5 46.0 
1963-64 ... 21.2 12.5 11.5 1.0 0.6 46.8 
1964-65 ... 27.9 16.5 14.3 1.6 0.5 60.7 
1965-66 ... 21.3 18.7 13.2 0.5 

CM
 55.0 

1966-67 ... 27.7 20.5 12.7 0.3 0.6 61.9 
1967-68 ... 21.2 18.8 — 0.1 — 0.6 0.1 39.4 
1968-69 ... 38.9 18.1 14.9 — 0.2 0.9 72.6 
1969-70 ... 39.0 21.7 25.1 0.4 2.6 88.8 
1970-71 ... 25.4 22.1 19.5 1.2 2.1 70.3 
1971-72 ... 27.2 23.8 26.6 1.4 — 0.6 78.4 
1972-73 ... 55.3 28.9 27.9 0.5 1.1 113.7 

Source: Department of Statistics. 

1970 1971 1972 1973 22-3-74 



( N Z $ mi l l ion) 

Manufacturing: 
F o o d , d r i n k a n d t o b a c c o 
M e a t a n d d a i r y p r o d u c t s ... 
Tex t i l e s , c lo th ing a n d foo twear ... 
W o o d , cork , f u rn i t u r e 
P u l p , p a p e r , p r i n t i n g 
L e a t h e r a n d r u b b e r ... 
C h e m i c a l s , m i n e r a l s 
M e t a l w o r k i n g 
E n g i n e e r i n g a n d t r a n s p o r t e q u i p m e n t 
Misce l laneous 

Total Manufacturing: 

Other Industries: 
F a r m i n g , fishing, forestry 
M i n i n g a n d q u a r r y i n g 
Bui ld ing a n d cons t ruc t ion ... 
Electr ic i ty , gas, wa t e r 
Wholesa le a n d reta i l t r a d e 
B a n k i n g , i n s u r a n c e , p r o p e r t y ... 
T r a n s p o r t a n d c o m m u n i c a t i o n s ... 
Services ... 

Total Other Industries: 

TOTAL ALL: 

Manufacturing as % of Total: 

S o u r c e : D e p a r t m e n t of Stat ist ics. 



TABLE 4 

DF DIRECT OVERSEAS 
NEW ZEALAND 

Annual 
Annual Average 

1967-68 1968-69 1969-70 1970-71 1971-72 1972-73 Average as % 

4.7 3.2 6.1 1.0 1.1 2.8 2.8 4.3 
— 2.1 0.6 15.6 6.3 — 0.2 12.3 4.1 6.2 

0.3 0.3 1.1 0.7 1.8 1.1 1.0 1.5 
—0.2 0.1 0.1 0.4 0.2 — 0.3 0.1 0.2 

2.5 5.2 — 2.5 4.9 4.1 11.1 3.0 4.6 
— 0.3 1.8 1.7 1.3 1.9 1.2 0.8 1.2 

2.9 5.4 1.6 8.8 16.8 12.0 6.4 9.7 
4.7 4.1 8.5 45.2 39.0 — 1.7 10.1 15.3 

— 0.1 3.7 7.8 10.0 10.8 13.1 7.0 10.6 
0.3 1.2 7.4 3.0 2.3 3.8 2.3 3.5 

12.7 25.6 47.4 81.6 77.8 55.4 37.7 57.3 

— 0.1 0.1 1.1 1.8 1.4 0.4 0.6 
1.5 2.3 2.2 11.5 2.5 3.1 2.3 3.5 

— 1.8 — 0.4 1.5 0.3 2.5 2.2 0.7 1.1 

9.3 5.1 14.4 20.8 9.5 48.6 16.9 25.7 
6.1 6.2 4.8 9.5 11.3 14.0 6.9 10.5 

— 0.5 — 0.7 5.1 4.3 — 9.7 — 1.8 0.2 0.3 
0.9 0.9 0.8 0.8 1.8 1.7 0.8 1.2 

15.4 13.3 28.8 48.4 19.7 69.2 28.1 42.7 

28.1 38.9 76.2 130.0 97.5 124.6 65.8 100.0 

45.2 65.8 62.2 62.8 79.8 44.5 57.3 



INDUSTRIAL CLASSIFICATION O l 
OVERSEAS I N V E S T M E N 1 

(NZ$ million) 1962-63 1963-64 1964-65 1965-66 1966-6/ 

Manufacturing: 
Food, drink and tobacco 
Meat and dairy products 
Textiles, clothing and footwear ... 
Wood, cork, furniture 
Pulp, paper, printing 
Leather and rubber 
Chemicals, minerals 
Metalworking 
Engineering and transport equipment 
Miscellaneous 

3.9 
9.0 
1.1 
1.2 
1.4 
1.1 
4.7 
0.3 
4.4 
0.8 

4.6 
1.7 
1.2 
1.0 
2.1 
1.5 
4.8 
1.0 
7.4 
1.3 

4.4 
7.7 
1.9 
0.8 
1.9 
1.2 
4.0 
1.4 

12.1 
1.4 

4.0 
2.0 
2.0 
0.5 
4.4 
1.2 
7.1 
2.3 
9.7 
1.5 

5.8 
3.4 
2.0 

4.0 
0.8 
9.7 
2.0 
6.6 
1.5 

Total Manufacturing: 

Other Industries: 
Farming, fishing, .forestry ... 
Mining and quarrying 
Building and construction 
Electricity, gas, water 
Wholesale and retail trade 
Banking, insurance, property 
Transport and communications 
Services 

27.9 

0.1 
0.2 
0.3 

9.8 
7.2 
0.3 
0.8 

26.6 

0.7 

11.2 
7.3 

- 0.3 
1.2 

36.8 

0.1 
0.4 

- 0.3 

14.6 
7.4 
1.3 
0.4 

30.7 

0.1 

15.4 
7.6 
0.3 
1.1 

35.8 

0.3 
0.5 

17.0 
7.5 
0.3 
0.5 

Total Other Industries: 

TOTAL ALL: 

Manufacturing as % of Total: 

18.1 

46.0 

60.7 

20.2 

46.8 

56.8 

23.9 

60.7 

60.6 

24.3 

55.0 

55.8 

26.1 

61.9 

57.8 

Source: Department of Statistics. 

1:8 



TABLE 5 

INCOME ACCRUING FROM DIRECT 
IN NEW ZEALAND 

Annual 
Annual Average 

1967-68 1968-69 1969-70 1970-71 1971-72 1972-73 Average as % 

5.3 4.9 4.7 4.7 5.3 6.1 4.9 7.3 
1.6 14.9 18.5 1.7 — 2.5 10.1 5.8 8.7 
0.8 0.8 2.0 1.0 2.1 2.0 1.5 2.2 
0.1 0.1 0.1 0.2 0.1 0.2 0.4 0.6 
4.0 7.4 4.7 3.3 3.6 4.6 3.8 5.7 
1.1 1.7 2.3 1.7 1.1 1.6 1.4 2.1 
6.8 6.5 5.8 8.2 11.0 12.6 7.4 11.1 
1.6 2.2 2.5 3.2 0.9 0.8 1.7 2.5 
3.6 9.1 12.9 10.7 11.5 13.2 9.2 13.8 
0.9 1.1 4.1 4.0 3.8 5.2 2.3 3.4 

25.8 48.7 57.6 38.7 36.9 56.4 38.4 57.6 

— — — — 0.2 0.2 0.1 0.1 
- 0.1 0.6 — — 0.2 1.1 1.2 0.4 0.6 
- 0.2 — 0.1 2.0 0.6 2.5 2.1 0.7 1.0 

5.6 14.9 20.7 21.2 25.4 34.9 17.3 25.9 
7.1 7.0 6.1 8.4 9.0 14.8 8.1 12.1 
0.2 1.0 1.8 1.1 0.7 2.2 0.8 1.2 
1.0 0.5 0.6 0.4 2.6 2.0 1.0 1.5 

13.6 23.9 31.2 31.6 41.5 57.4 28.3 42.4 

39.4 72.6 88.8 70.3 78.4 113.8 66.7 100.0 

65.5 67.1 64.9 55.0 47.1 49.6 57.6 



P R O F I T A N D D I V I D E N D R A T E S F O R 

($000) 
Industry Group 

N u m b e r 
of 

R e t u r n s 
C u r r e n t 
I n c o m e 

Food , Beverages a n d T o b a c c o 

Tex t i l e s , W e a r i n g A p p a r e l a n d M a d e - u p Tex t i l e s ... 

W o o d , P a p e r a n d C h e m i c a l P r o d u c t s a n d Misce l l aneous 
M a n u f a c t u r i n g ... ... 

M e t a l s a n d M e t a l P r o d u c t s 

Total Manufacturing: 

Agr icu l tu re , Fores t ry a n d F ish ing 

M i n i n g a n d Q u a r r y i n g 

C o n s t r u c t i o n 

Elec t r ic i ty a n d R e l a t e d Services 

C o m m e r c e — W h o l e s a l e a n d R e t a i l 

C o m m e r c e — O t h e r 

T r a n s p o r t a n d C o m m u n i c a t i o n 

Services 

TOTAL ALL INDUSTRIES: 

O'seas Coys 62 
All Coys 911 
O'seas Coys as % of All 

Coys 6.8 
O'seas Coys 32 
All Coys 975 
% 3.3 

O ' seas Coys 197 
All Coys 3,505 
% 5.6 
O ' seas Coys 153 
All Coys 4 ,228 
% 3.6 
O ' seas Coys 444 
All Coys 9,619 
% 4 .6 
O 'seas Coys 12 
All Coys 5,980 
% 0.2 
O ' seas Coys 19 
All Coys 329 
% 5.8 
O ' seas Coys 27 
All Coys 5,004 
% 0.5 
O ' seas Coys — 
All Coys 46 
% — 
O'seas Coys 347 
All Coys 18,026 
% 1.9 
O ' seas Coys 328 
All Coys 16,304 
% 2.0 
O ' seas Coys 41 
All Coys 2,407 
% 1.7 
O ' seas Coys 57 
All Coys 5,255 
% 1.1 
O ' seas Coys 1,275 
All Coys 62 ,970 
% 2.0 

21,020 
72,181 

29.1 
6,095 

21,733 
28.0 

36,730 
105,387 

34.9 
17,386 
45 ,190 

33.5 
79,809 

244,491 
32.6 

1 
10,651 

9 3 
856 

1,714 
18,815 

9.1 

260 

56 ,584 
195,163 

29.0 
57,652 

151,681 
38.0 

3,081 
13,678 

22.5 
446 

18,761 
2.4 

200,614 
654 ,355 

30.7 

S o u r c e : D e p a r t m e n t of Statist ics, S u p p l e m e n t to M a r c h 1974 Monthly Abstract of Statistics. 
N o t e s : (1 ) C u r r e n t i n c o m e is assessable i n c o m e before losses p lus ( r e t u r n a b l e i n c o m e less assessable i n c o m e ) , less cu r re i 

ne t losses. T h e b r a c k e t e d t e r m al lows for d iv idends received f rom o t h e r compan ie s . 
(2 ) N e t profi t is c u r r e n t i n c o m e less i ncome t a x assessed. 
(3 ) D i v i d e n d r a t e is d iv idends p a i d as a p e r c e n t a g e of n e t profi t . 
(4 ) N e t profi t r a t e is n e t profi t as a p e r c e n t a g e of sha reho lde r s ' funds . 



T A B L E 6 

O V E R S E A S - O W N E D C O M P A N I E S , 1969-70 

I n c o m e T o t a l N e t 
T a x • N e t D i v i d e n d s D i v i d e n d S h a r e h o l d e r s ' Profit 

Assessed Profi t P a i d R a t e % F u n d s R a t e % 

10.595 10,425 3,983 38.2 91 ,300 11.4 
34,937 37,244 18,714 50.2 417 ,218 8.9 

30.3 28.0 21.3 21.9 
2,939 3,156 2,631 83.4 35.488 8.9 ' 

10,741 10,992 7,730 70.3 132,258 8.3 
27.4 28.7 34.0 26.8 

17,541 19,189 12,168 63.4 177,665 10.8 
48 ,958 56 ,429 36,493 64.7 589,079 9.6 

35.8 34.0 33.3 30.2 
8.227 9,159 4 ,785 52.2 100,159 9.1 

22,695 22,495 12,242 54.4 299,192 7.5 
36.3 40.7 39.1 33.5 

39,302 40 ,509 23,567 58.2 404,612 10.0 
117,331 127,160 75,179 59.1 1,437,747 8.8 

33.5 31.9 
75,179 

28.1 
103 — 102 2 — 3,848 — 

5,188 5,463 3,967 72.6 214,068 2.6 
2.0 — 0.1 1.8 
45 — 138 90 — 32,449 — 

1,059 — 203 777 — 52,148 — 
4.2 — 11.6 62.2 

649 1,065 102 9.6 4 ,197 25.4 
8,175 10,640 4,163 39.1 113,958 10.7 

7.9 10.0 2.5 3.7 

180 80 158 197.5 6,954 1.2 

27,027 29,557 14,007 47.4 243,028 12.2 
86,460 108,703 55,862 51.4 1,121,651 9.7 

31.3 27.2 25.1 21.7 
15,453 42 ,199 11,674 27.7 212,480 19.9 
44 ,166 107,511 48 ,940 45.6 1,134,546 9.5 

35.0 39.3 23.9 18.7 
1,620 1,461 661 45.2 22,613 6.5 
6,961 6,717 4,416 65.7 135,729 4.9 

23.3 21.8 15.0 16.7 
434 12 70 583.3 5,929 0.2 

8,906 9,855 4,045 41.0 157,183 6.3 
4.9 0.1 1.7 3.8 

84,633 115,981 50 ,173 43 .3 929,156 12.6 
278,426 375,927 197,508 52.5 4 ,373,985 8.6 

30.4 30.9 25.4 21.2 



Foreign 
Manuf acturing 
Establishments 

N.Z. 
Total for 

Manufacturing 

Foreign 
Establishments 

as % of 
N.Z. Total 

Number of establishments ... 
Manufacturing employment 
Value of output, $ million ... 
Value added, $ million 
Manufacturing surplus, $ million 
Value of plant and machinery, $ million 
Value of land and buildings, $ million 

489 
39,552 

494.8 
199.2 

61.0 
106.0 
86.2 

9,365 
199,266 
1,924.1 
1,924.1 

188.3 
426.6 
247.3 

5.2 
19.8 
25.7 
25.7 
32.4 
24.8 
34.9 

Source: R. S. Deane, Foreign Investment in New Zealand Manufacturing, Sweet and Maxwell, Wellington, 1970. 
Note: A foreign establishment was defined as one operated by a company in which non-residents hold 25 per­

cent or more of the ordinary paid-up capital. No comparable data are available beyond 1963-64. 

FOREIGN MANUFACTURING ESTABLISH^ 

BY INDUSTRY AND CC 

i 

United Kingdom North America Australia 
Manufacturing Industry Groups Est. Employ Est. Employ Est. Emplo 

Meat Freezing 10 6,732 2 623 
Other Food 22 1,707 7 775 26 1,906 
Beverages and Tobacco 8 1,264 1 21 16 264 
Textiles 6 445 — — 16 1,924 
Wearing Apparel 10 506 1 40 18 1,077 
Paper 9 425 4 76 14 664 
Chemicals and Rubber 29 2,034 14 641 22 878 
Minerals 11 611 — — 24 1,642 
Metals 16 1,548 

CM 68 29 1,041 
Machinery 10 444 6 444 14 465 
Electrical Machinery 21 1,804 1 135 10 731 
Vehicle Assembly and Parts 5 303 5 1,499 2 155 
Other 32 1,234 12 212 28 956 
TOTAL 189 19,057 55 4,534 219 11,703 
PER CENT OF TOTAL 39 48 11 11 45 30 

Source: R. S. Deane, op. cit. 

SUMMARISED COMPARISON OF FOREIGN MANUFACTURING 

ESTABLISHMENTS WITH NEW ZEALAND TOTALS, 1963 - 64 



T A B L E 8 

E N T S A N D T H E I R E M P L O Y M E N T , 1963 - 6 4 : 

U N T R Y O F O W N E R S H I P 

F o r e i g n 
Es t abush rnen t s 

O t h e r 
Est . E m p l o y Est . 

T o t a l 
E m p l o y Est . 

N e w Z e a l a n d 
E m p l o y 

E m p l o y m e n t 
as % of N . Z . 

T o t a l for M n f g . 

, _ 12 7,355 38 19,165 38 
4 315 59 4 ,703 625 15,030 31 
1 60 26 1,609 134 3,542 45 
3 591 25 2.960 185 11,587 26 
5 381 34 2,004 994 26,538 8 
2 1,116 29 2,281 112 6,982 33 
1 22 66 3,575 318 9,255 39 

— — 35 2,253 603 8,015 28 CM
 310 49 2,967 692 13,073 23 

: 30 1,353 664 12,267 11 
3 655 35 3,325 178 7,387 45 
1 294 13 2,251 4 3 4,902 4 6 
4 514 76 2,916 4,781 61 ,523 5 

26 4 ,258 489 39,552 9,365 199,266 20 
5 11 100 100 — — — 


