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Gaining momentum?
e ...yes...but, says the IMF



...but on a plateau

 ...and developed countries are on a similar trajectory



Our trading partners’ growth...

+ ...following the world pattern



Middle class — big losers, worldwide



Falling
Incomes

2/3 of households in
25 advanced
economies suffered
flat or falling real
incomes between
2005 and 2014

Some 540 million
people are affected,
according to
analysis by the
McKinsey Global
Institute

nz2050.com/
McKinseylnequality.




Time Magazine on capitalism’s crisis

e nz2050.com
/
TimeCapitali
sm




Trumpism

World view: America First

Trade: We win, you lose
Taxes: Rich win, poor lose
Economy: Back to the 1950s
Foreign policy: Back t01940s
Culture: Back to 1850s
Politics: Divide & conquer
Congress: Manipulate
Judiciary: Discredit

Temperament: Volatile



Nations
divided

UK Brexit
referendum
exit poll...

 ...a nation very
deeply divided



State of Democracy

« Economist Intelligence Unit's Democracy Index 2016
e https://infographics.economist.com/2017/Democracylndex/




"A severe contest between intelligence, which presses forward,
and an unworthy, timid ignorance obstructing our progress.”

Founding principle of The Economist, 1843

Timid no more...the fight is on

* New world order is unfolding with astonishing speed
* Gone are the economic & political certainties of past 70 years

* Neo-nationalism is on the rise...Trumpism and Brexit
just two of the powerful manifestations and drivers of it

« But countervailing forces are rallying themselves

* ...they may create new economic, political and environmental
practices to the benefit of the many






Friedman

| ots and lots about tech...
 ...but he's not quite a techno-utopian

 ...he includes a manifesto for
“Mother Nature’s Political Party”




Emmott



Raworth
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NZ’s GDP growth

« Peaks next year near 4%

 ...then declines to just
above 2% by 2020

e ...says Treasury and
the Reserve Bank



..but

« Multifactor productivity falls for the next two years
 ...then grows very slowly

« We will remain near the bottom of the OECD on this key measure of
innovation and competitiveness



Trade policy “refresh”

* 90% of NZ's exports covered by FTAs by 2030,
up from just over 50% now.

« Greater focus on reducing non-tariff barriers,
such as government import regulations

« More emphasis on trade in services & digital products
» Helping more NZ exporters develop
...only 267 companies export > $25m a year

* New Ministerial Advisory Group — mainly business

« A bit more money for “transparency and public
engagement”

 What the “refresh” didn’t do”

- Analyse shifts in big trade policy, and political and
public attitudes to trade around the world

- Analyse the leading edge of new types of trade
agreements

Set a bold agenda that influences trade
negotiations worldwide

« ...as did NZ's 1993 trade strategy reforms



barely changed

Composition of our exports has
barely changed in past 20 years

More volume...
...not much more value

This government set
2025 goals of:

. Lift exports from 30% to 40%
of GDP

Double value of exports

We're missing both goals by miles
Exports now = 28% of GDP



OECD’s verdict

* “New Zealand’s growth model...has started to
show its environmental limits, with increased
GHG emissions, freshwater contamination and
threats to biodiversity.

« “Addressing GHG emissions from agriculture,
and especially dairy farming, should remain a
priority...

« “...the need to further explore the economic
opportunities that more sustainable uses could
yield.

« “Developing a long-term vision for a transition
towards a low-carbon, greener economy would
help New Zealand defend the “green”

reputation it has acquired at an international
level.”



“---the shift...will be profound and widespread”

« “...the shift from the old economy
to a new, low-emissions economy
will be profound and widespread,
transforming land use, the energy system,
production methods and technology,

regulatory frameworks and institutions,

and business and political culture.”

* New Zealand Productivity Commission
Low carbon economy, August 2017

» http://www.productivity.govt.nz/inquiry-content/32547?
stage=2

» Final report, with recommendations due June 30, 2018



What we say...1s not what we do

« We're missing our Paris commitments by miles



NZ construction...peaks, eases



NZ dwelling consents...peak, then ease



Auckland construction...plateaus



Auckland dwelling consents...peak, ease



Problems

 The pressure on the
construction sector
to build much more
IS causing some deeply
adverse developments

» Rocky relationships between:
 Clients & contractors
- Contractors & designers

. Contractors &
sub-contractors

« Contractors & suppliers

* Resulting in:
- Waste, inefficiency
« Loss of productivity
« Loss of quality
- Higher costs
- Long-term liabilities



Agenda

 World
* New Zealand

 Construction
* Clean



Construction’s
global challenge

* Insightful reports from:
- McKinsey Global Institute

« World Economic Forum &
Boston Consulting Group

« Our government has failed

- Binned the sector’s
productivity working party

« Sector is fighting back

« Construction Strategy Group
is preparing a manifesto for
the incoming government

- Building Advisory Panel in
MBIE is reasserting itself



Poor productivity — global problem



Smaller trades trail on productivity levels and growth

US example
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WEF & BCG



US productivity





















Otakaro Avon...from city to sea

 ...an umbilical cord reconnecting people and ecosystem
 ...healing many great hurts and injustices









The people speak

» Clear expression of all that’s
important to them

« But weaving those together
into a coherent and
powerful purpose is an
enormous challenge
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NZ'’s crucial contribution to Paris---

« ---we proposed the concept of each country determining its own contribution to
reducing carbon - this broke the years-long deadlock in global climate
negotations

* We are very useful in such global forums...as we were e.g. at founding of the UN
in San Francisco in 1945

» ...but we have to live up to the standards we expect of others




Monumental
global challenges

* Are there technological and
economic pathways for big
cuts in global emissions in
next 20 years?

« ---driven by massive R&D
and business investment?

» Electricity? Yes!
* Transport? Yes!
* Industry & buildings? Yes!

* Agriculture? No!

« ---but NZ should be a global
leader to turn this
around...and we aren’t yet



Rethinking transport

» https://static1.squarespace.com/static/585c3439be65942f022bbfob/t/
591a2e4bebf2e1c13df930c5/1494888038959/RethinkX+Report 051517.pdf










Airbus E-Fan

» Electric planes?

 Unthinkable a few
years ago

 Now small e-planes
are flying...

e ...and Airbus and
Boeing have potential
technology pathways
to commercial
passenger aircraft



Electric planes by 2030?



Boeing’s research on hybrid and electric planes

* http://tec.ieee.org/aeronautical/boeing-suqgar-volt-hybrid-airplane/




Transportation Electrification Community

» http://tec.ieee.org/ US Institute of Electrical and Electronics Engineers







* http://www.dpdhl.com/en/responsibility/environmental-protection.html




Circular economy



W=

R\
CAP

Potor Bakkor
President, WBCS
Former CEO of TNT

Peter Bakker

CEQO, World Business Council for
Sustainable Development



Revolution

* Led by John Elkington and others
. www.breakthroughcapitalism.Com/







Breakthrough Criteria

* Future Ready
« Ecological foot printing — Global Footprint Network
- Planetary Boundaries — Stockholm Resilience Institute
- Stranded Assets - Carbon Tracker

« Ambitious
- Environmental Profit & Loss — Puma with PricewaterhouseCoopers
. Zero emissions — Interface Zero Mission



Breakthrough Criteria

 Fair
. Sustainable Living — Unilever
. Social innovation & entrepreneurship — Skoll Centre for Social Entrepreneurship
- Fair Trade

* Disruptive
- Biomimicry — Janine Benyus & Associates
« Circular Economy — Ellen Macarthur Foundation
. Cradle-to-Cradle — McDonough Braungart Design Chemistry
 Collaborative / sharing economy — Uber, Airbnb, Yerdle



Social enterprises

« ..delivering social and sustainable outcomes in business-like ways

ENTERPRlSE
FORUM

cumsrcuuncu
Seplember 27-29, 2017

REGISTER NOW

Join in the 10th SEWF r

on September 27-29

k?

PROGRAMME ~ SPEAKERS ~ ABOUT  EXPLORENZ ~ VENUES ~ BURSARY FUND  REGISTER ~ CONTACT




Cellular agriculture

* ... growing meat from stem cells = zero emissions



Our competition

 Food sources with
zero environmental
impact

 www.new-harvest.orq




Vertical farming

« ...an example in New Jersey:
AeroFarms,

http://aerofarms.com

 New Yorker magazine Jan
2017
http://www.newyorker.com/

maqgazine/2017/01/09/the-
vertical-farm




Cities will have to change fundamentally

...bringing nature
back into cities

...making them
largely self-
sufficient for
energy, food and
other resources

...be delightful,
inspiring places to
live and work

...to restore our
relationship with
the ecosystem



« nz2050.com/McKinseySmartCities

Smart cities



NZ'’s agribusiness agenda 2017

M Careers | Alumni | Media | Social | About | Col

Insights Industries Services Events

Home » |Insights » Agribusiness Agenda 2017: The Recipe for Action

Agribusiness Agenda 201/: The Recipe for Action

s « https://home.kpmg.com/nz/en/
Focus on consumers of food critical to the success of NZ economy home/insights/2017/06/

agribusiness-agenda-2017-the-

nghllghtS recipe-for-action.html

- What action do industry leaders want to take?

lan Proudfoot

Global Head of Agribusiness, Partner
- Audit




Top 10

priorities

« Sustainabillity and
climate issues
rank far outside

the sector’s top 10
priorities

» https://assets.kpmg.com/
content/dam/kpma/nz/

df/June/aqgri-
agenda-2017-kpmg-

nz.pdf




Sustainability: Theme 4, Priorities 11, 17 & 37
So low, yet,
“---the
prospects
for the
industry are
intextricably
linked to its
stewardship
of the
environment

and water.”



Climate change - Priority 48

* “New Zealand should aspire to lead
the world in mitigating the impact
agriculture has on human-induced
climate change but to achieve this
requires financial signals.
The suggestion was made by a number
of contributors that the agri-sector
should welcome its early inclusion into
the emissions trading scheme, with a
framework of incentives and penalties

to encourage the right behaviours.”



Our Paris commitment

* NZ’s current target is to reduce our greenhouse gas emissions by 30%
below 2005 levels by 2030.

« This target is equivalent to 11% below 1990 levels by 2030
* Yet, California's bi-partisan, mandated goal is a 40% cut from 1990 levels by 2030






Net Zero New Zealand

* Very encouraging NZ roadmap to a low carbon economy
...and the dangers of sticking where we are
« Commissioned by Compass-NZ (all-party group of MPs),
business and others
« Report produced by Vivid Economics of the UK

* Report:
http://www.vivideconomics.com/wp-content/uploads/
2017/04/Net-Zero-in-New-Zealand-Summary-Report-
Vivid-Economics.pdf

« Slides from Beehive launch:

* http://www.vivideconomics.com/wp-content/uploads/
2017/04/Net-Zero-New-Zealand-Beehive-launch-
slides.pdf




Civil and constructive debate...

e ...in Parliament?

* Yes!

e ...the debate:
https://www.parliament.nz/en/watch-parliament/ondemand?
keyword=&from=2017-04-13&t0=2017-04-13&subject=&person=&stage




Lots we can do on agricultural GHG

» http://www.pce.parliament.nz/publications/climate-change-and-agriculture-understanding-
the-biological-greenhouse-gases




Pure Advantage

« Thought leaders on our
big transition to a
low carbon economy

Business-backed advocates of
...clean technology

...low carbon

...deep sustainability

http://pureadvantage.orqg/




The response from business

 There are some leaders:
...e.g Z Energy, Sanford, Mercury

. ...and Air NZ, Vector, Inftratil (e.g. its NZ Bus), Tourism Holdings,
Waste Management and some others

....g. some car companies are bringing in some clean technology
« But they aren’t on the leading edge internationally

« Meanwhile, a large majority of businesses are not engaged strategically
... tho some are doing some tactical things

* NZ is well behind on new international norms

e.g. mandatory carbon reporting for stock market listed companies
- e.g. on the climate-related investment disciplines NZ Super Fund uses



Vector - 1MW batteries in Auckland, October 2016



Vector - 5MW batteries in Alice Springs, June 2017



Smart grid — the future of electricity

 Distributed generation, storage, trading, two-way flows, and EVs are key components



E-trucks for Christchurch

« Waste Management builds them in Auckland, using Dutch technology



E-campervans

* Tourism Holdings has two projects:
New-build on a European e-van chassis
« Retrofitting diesel campervans with e-powertrains
...on the road to autonomous campervans
(...below is illustrative: it’s not using Smith chassis)



Green imperative

|

Harvard Business Review

How Green Will Save Us: September, 2009 edition:
“There is no alternative to sustainable development.

“Our research shows that sustainability is a mother lode of organisational and
technological innovations that yield both bottom-line and top-line returns...

...In fact, because those are the goals of corporate innovation, we find that
smart companies now treat sustainability as innovation’s new frontier.”



Business is crucial for...

« Pushing the government to deliver strong & stable climate & environment policies

Investing in new technology, business opportunities and business models
...to lead NZ'’s low carbon transformation

Creating opportunities for its customers and suppliers
. e.g. in low carbon products and services

...and more widely e.g. buying new EVs that they later on-sell to
small businesses and consumers

Helping the public to get involved in the new economy

Encouraging the primary sector to get going on its low carbon opportunities

Business that are deeply committed to sustainability enjoy:
Increased engagement and innovation from staff
- Faster development and greater resilience
Stronger competitive advantage

...they are making their future, rather than defending their past






