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Subject: FW: Submission in support of NZMEA to the Parliamentary Inquiry into manufacturing in 

New Zealand. 

 
To the Inquiry Committee: 
 
  
I am pleased to be able to support the submission of the NZMEA into this inquiry. 
  
Our company is based in Wanganui, and is locally owned. We have been in business for 30 years 
(under the current ownership) and for some years prior to that when it was necessary for Suzuki 
New Zealand to begin manufacturing motorcycle helmets in times of oil crisis when helmets were in 
short supply due to import restrictions. 
  
Apart from helmets for farm bike riders we no longer manufacture road helmets for motorcyclists. 
Our production is dedicated to the design and manufacture of safety helmets for fire-fighting, rescue 
operations, police operations and some high risk industrial work situations where  the highest 
quality of safety helmet is required. Around 95% of our product is exported, and in the last 30 years 
we have sold helmets in over 80 countries. 
  
We currently employ over 70 permanent staff plus casual employees and some contractors in 
Wanganui, and we are considered one of Wanganui’s leading innovative manufacturers, (although 
there are many in Wanganui). Over 12% of our staff are involved in product development, R & D, 
and manufacturing system development because we have to be self-sufficient in both our 
production of helmets and technical research operations since there are few suppliers of the types 
of manufacturing equipment necessary for our processes. 
  
Apart from  NZ Fire Service and other local rescue/paramedic organisations like St. John 
Ambulance,  our principle markets are Australia, USA, UK, Europe, Hong Kong and a significant 
number other countries where we supply local distributors who on-sell the helmets to end users. 
Fire and other emergency services around the world recognise the PACIFIC brand as a highly 
reputable safety helmet with international certifications for almost every possible variety of helmet. 
When the NZD is properly priced, we can be competitive against almost every other safety helmet 
manufacturer in the world, partly because of our reputation. 
  
For a number of reasons we are currently (unfortunately) having to reconsider our earlier decision to 
stay manufacturing in New Zealand. While we support the general thrust of the NZMEA submission 
regarding the problem of an unbalance exchange rate for many currencies, the fact remains that the 
Government and the Reserve Bank do appear to have limited options to bring about a lower NZD 
simply because among many other factors the “money printing machines” (Quantitative Easing etc.) 
have such huge international implications that no amount of fiddling by the RB could make much 
effect. We suggest however, that it is very unfortunate that the common attitude to this problem is 
simply to say “it’s too hard” and the TINOW (There Is No Other Way) mentality is always a concern 
to those of us who think there might be other ways worth considering. There should be a serious 
attempt to look at what options NZ does have. Not being an economist, one hesitates to make 
specific suggestions, but perhaps it’s time that the ideas of simple business people are seriously 
considered in the Reserve Bank and Treasury?  
 



Let me give an example of the cash effects of a misaligned New Zealand dollar. If our company sells a 
fire helmet for US$100, at current rates that brings in NZD$121.95. The 10-year average of the USD – 
NZD is USD.67 = NZD1.00, so if today’s currency was at that rate that would mean a return in NZ 
dollars of $149.25, or $27.30 more. Translate that to the approximately 70,000 helmets we have 
been selling annually, that would mean additional revenue of $191,100. The government would 
receive additional corporate tax of $53,500.    I hope this  illustrates the cost of an over-valued NZD. 
Remember too, the 10-year USD rate is an average. It has been as low as USD.40 = NZD1.00, and the 
same helmet sold at that rate of exchange would gross $250.00.  
  
Statistics suggest that there are only about 500 New Zealand companies with annual export sales in 
excess of $5M. If our company was representative of those 500 companies and they all lost turnover 
by selling in US dollars to the same extent, it means that the current rate of exchange compared 
even the average rate of the last ten years, is costing this country close to NZ1 Billion in lost export 
revenue. The actual cost is probably a great deal more, because our losses in comparison to the 
other 500 exporters are probably small. 
  
Our reasons for reconsidering manufacturing in New Zealand are not however, limited to FX rates. 
We would particularly like the committee to focus on the following issues that affect us. 
  

1. Non-deductibility of Depreciation on commercial buildings: Is the Inquiry 
Committee  aware that tax deductibility of depreciation on commercial buildings was 
abolished in the 2010 Budget, with effect from April 1, 2011? This means that our building 
which is worth around $1.5M excluding the land, cannot be depreciated. Because critical 
components of this building are now nearly 40 years old, the warranty on the main structure 
expires next year they will have to be replaced, but why would we if we can’t recover the 
cost of repairs through tax deductible depreciation? 
  
This is seriously bad policy and needs urgent reconsideration, because  if we don’t soon 
vacate this building and go overseas, there will be no way to sell an older property before it 
is actually unusable to another company for perhaps storage and becomes for our investors, 
a complete write-off. Furthermore, were we to consider repairing the older parts of the 
building, because the building codes are rising, it would be unlikely that the IRD would 
consider these repairs to be R & M, and would require the costs to be capitalised.  We may 
have been foolish to consider a level playing-field in NZ, but we are not that silly as to 
compound our problems by staying here and adding to assets that cannot be depreciated. 
  
It is difficult to understand how this change in policy on the deductibility of depreciation for 
commercial buildings came through the Parliament, when it’ effects on owners of existing 
buildings is retrospective . It might have been possible to convince the owners planning new 
commercial and industrial buildings, that at some time in the future, depreciation on new 
buildings would be non-deductible, but surely to apply this to existing owners without notice 
is reprehensible and intolerable?  
  

2. ACC Residual claims levy: our company has always been a strong supporter of the principle 
of having an ACC system in New Zealand, and over many years we have had a very low 
claims history apart from one fraud that was perpetrated on us (and ACC). However, the 
Residual Claim levy that has applied since 2002 is a serious burden on good employers.  
  
For those who are not aware, this levy is designed to fund the ACC coffers in respect to long-
term claims made for work-place accidents prior to June 30, 1999. It was to cease around 
2014, but we understand that despite the ACC coffers now being in a very healthy state, it is 



being extended to the 2018 year. The company never had a long-term claimant prior to June 
1999, and has no outstanding claims at this date. 
  
In the last 8 years the annual Residual Claims levy has been as high a 61% of this company’s 
total ACC levy. The percentage of the total ACC levy is slightly less now due to the fact that in 
recent years ACC has increased the basic employer levy, but in the last 8 years the company 
has paid to ACC just in Residual Claims levy over $120,000. To what purpose? We never 
contributed to the pre-1999 claims history, why should the company now be paying some 
$20,000 p.a. for no purpose and no benefit?   This sum amounts to around 25 cents in every 
helmet we will sell this coming year, and there is no-way that our customers will consider 
compensating us for that cost.  

  
3. Increasing minimum pay rates: in recent times all of the political Parties in power have raise 

the minimum hourly pay rate. Does anyone in Parliament give thought to the consequences 
of these increases? 

  
The obvious outcome is that the company has been putting every possible effort into LEAN 
manufacturing, replacing labour hours with machinery where that is possible, and to look for 
every possible economy and productivity gain that it’s is possible to make. The other obvious 
outcome is that we no-longer employ youth workers, and if we can avoid employing student 
labour over the summer holidays we will. The reason is simple – young people require more 
supervision than older experienced workers and that has a cost.  
  
We will review this policy in 2013 when the National Governments announced change to 
allow youth workers to be employed at lower percentages of the adult rate for a short 
period of time. Companies like ours have (until the youth rates were abolished 10 years ago) 
always employed young people and some of these people now have senior positions in the 
company, or have gone on to other career opportunities using the experience and skills 
learned in our business. So there is a significant community value in ensuring that young 
people get jobs quickly and do not get left to ‘rot’ on benefits or get into bad habits. 
  
But looking forward, the intention of several political parties to raise minimum wage rates to 
$15 p/h. will have dire consequences. Not only does this have the possibility of pricing 
exporters out of foreign markets, but it has the effects of reducing the margins between the 
minimum pay rates and those paid to older more senior/skilled staff. Older workers see their 
skills and contribution being devalued, they resent that fact that less experienced staff earn 
close to their pay rates, and perhaps the lower paid are getting annual pay increases when 
firms are not increasing the pay rates of the higher paid.  
  
It is one thing to aim for a high-wage/high value export economy, but the market place 
where wages and conditions are negotiated between equals (employers and employees) is 
the best place for the price of labour to be determined. There are ample State paid subsidies 
to help those on lower pay rates to have sufficient income for their needs without artificially 
raising minimum pay rates. 
  

4. Re-introduction of R & D tax credits: we hear suggestions that some political parties re 
proposing to re-introduce tax credits for R & D. Forget the idea please. The last scheme 
introduced by the Labour government was a dream run for the Chartered Accounting firms. 
The system of filing applications was so complicated, required so much research, and took so 
long for companies to see any money, that it simply was a waste of time and money. Our 
company prepared a claim which finally amounted to receiving around $50,000. But it took 3 



months (almost full-time) of my personal time to prepare the claim, it cost us $15,000 in 
advisory services by PriceWaterhouseCoopers helping to prepare and present in a proper 
format (so that it did not get declined) the claim in detail, plus additional accounting 
assistance charged by our local Tax advisors. Asking the IRD to be the gatekeeper for tax 
rebates or credits is like asking the Gamekeeper to be the Poacher – it’s not a role for the 
IRD. 
  
The irony is of course that we would have done this R & D work anyway! R & D tax credits 
are a waste of government revenue, they can be  the subject of fraudulent claims and it is 
very doubtful whether they actually encourage additional real research that would not 
otherwise have been done. Plus, in addition, if they are not tagged to New Zealand 
companies resident in New Zealand with New Zealand production commitments of the new 
products/services created, the value of the knowledge gained will soon go overseas.   
  

5. Finally a suggestion: one of the greatest challenges facing SME manufacturing in 
New Zealand is raising capital. Parliamentarians generally, and the committee in 
particular might like to think about how they could help facilitate small to medium 
sized businesses raise capital, especially in a time when many of us older 
entrepreneurs are looking to retire. Our generation has built up significant 
businesses and as we approach the end of our working lives, it’s very hard to see 
who will buy our companies, because the next generation simply does not have the 
cash. Many of my generation are working well beyond normal retirement ages 
simply because we have no alternatives and our bank managers see us as the 
cornerstones of the business. There is no easy answer, but it is a serious issue.  

  
I hope that these comments are of assistance to the Inquiry.    
 
Additional Reading: I recommend for holiday reading “Currency Wars, the makings of the 
next global crisis” by James Rickards. It’s available from Amazon.com  
  
  

David W.A. Bennett. 
CEO. 
Pacific Helmets (NZ) Ltd. 
Ph. +6463445019 
Email: david@pacifichelmets.com 
www.Pacifichelmets.com 
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