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Executive summary 

This report sets out the detailed design for an export tax credit.  As presented in the Business Tax 
Review discussion document, the tax credit would be based in part on the rules for the existing 
Market Development Assistance Scheme (MDAS) grants. 
 
The rules for the tax credit discussed here are more tightly specified than the MDAS rules.  Under a 
grant system, the question of whether a business activity meets the policy objective, and is therefore 
eligible for a grant, is decided on a discretionary basis.  Removing pre-approval processes reduces 
compliance costs, but it requires more tightly specified rules.  In some instances the recommended 
rules are arbitrary, to compensate for it not being possible to make case-by-case judgements before 
the credit is paid. 

What is export market development? 

Export market development is the activity undertaken by a business to create, develop or expand a 
market overseas. The object of export market development is to create demand for products (goods, 
services and intellectual property). 
 
The credit could be claimed by eligible businesses in respect of eligible expenditure.  The 
expenditure would have to be ordinarily deductible expenditure incurred in order to undertake 
export market development activity, and it would have to be included on a schedule of eligible 
expenditure. 
 
 



 

 

What businesses could claim the credit? 

Eligible businesses would be: 

• New Zealand tax-residents that are in business; 

• with annual turnover less than $50 million; 

• who are exporting or intending to export New Zealand-sourced products (goods, services and 
intellectual property); and 

• incurring eligible expenditure in support of market development activity. 

 
The export market development tax credit would be limited to New Zealand tax-residents that are in 
business, to ensure that the credit is available only to New Zealand entities that intend to make a 
profit. 
 
Ministers have indicated that the credit would be limited to businesses with annual turnover of less 
than $50 million, in line with the existing MDAS grant. 
 
“Exporting” would include both actually exporting and an intention to export.  This is because 
market development activity is often carried out before products are actually sold. 
 
“Exporting” would be defined as selling products (goods, services and intellectual property) that are 
consumed overseas.  This definition is the same as that used with respect to zero-rating exports for 
GST, so it is familiar, well understood and well tested.  This would reduce compliance and 
administration costs.  However, the GST-type definition would exclude goods and services sold to 
foreigners but consumed in New Zealand, such as tourism and export education.  If supporting these 
industries is preferred, then support could be given via existing grant schemes. 
 
New Zealand-sourced products would be identified through specific rules, which would have lower 
up-front compliance and administrative costs than using a broad brush “Made in New Zealand” 
approach.  However, even though the rules are more specific, judgement would still be required in 
difficult cases. 

What costs could be claimed? 

The activities usually undertaken as part of market development activity include advertising and 
promotion, creating and distributing marketing material, participating in overseas trade shows and 
events, market research, overseas representation and obtaining professional advice related to 
exporting or marketing to the new market. 
 
 
 
 



 

 

Actual costs would be allowed for these activities.  Where an actual cost serves both on-going 
business or marketing activity and export market development outside Australia, only the portion 
that relates to market development outside Australia would be eligible for the credit. 
 
To minimise compliance costs, and to reduce the potential for abuse, standard costs would be used 
for travel and living expenses when exporters travel overseas and when businesses pay to bring 
buyers to New Zealand.  The standard cost for airfares would be the return economy class airfare 
from New Zealand to the overseas market.  The standard living cost would be $350 (roughly 
consistent with the Australian daily allowance of AUD$300).  The maximum period that the living 
cost could be claimed for would be 21 days for overseas travel, and ten days for bringing buyers to 
New Zealand. 
 
Some expenditure would not be eligible, because: 
 
• it is more like ordinary business-as-usual costs than market development expenditure; 

• it is part of structuring a business so as to be able to supply a market rather than creating 
demand for products; 

• previous experience suggests that it is vulnerable to abuse; or 

• it is already subsidised. 

 
Ineligible expenditure would cover items such as salaries, costs of producing samples, costs of 
maintaining an office or plant and expenditure covered by other agents. 
 
Consistent with the view that Australia and New Zealand form a single market and in the spirit of 
Closer Economic Relations (ANZCERTA), market development activity in Australia would be also 
excluded from the definition of “eligible expenditure”.  This is the approach taken by MDAS, and it 
mirrors the Australian approach. 
 
Officials recommend that schedules of qualifying expenditure, ineligible expenditure, and the rates 
of the credit, be set by Order in Council.  This would give greater flexibility to respond to new 
business practices. 
 
Businesses would need to meet a minimum expenditure threshold ($15,000 excluding travel and 
accommodation costs) before claiming the credit, and the maximum expenditure the credit could be 
claimed for would be $1 million.  Minimum and maximum expenditure levels are further discussed 
and recommendations made in the accompanying report on tax credit caps. 
 
If the export market tax credit is set at 15%, limited to companies with annual turnover of under $50 
million, and with a cap of $1 million expenditure, the fiscal costs are estimated to be $177 million 
in 2008/09, rising to $205 million in 2012/13.  These costs are outlined in full in the tax credit cap 
report, which also provides the fiscal costs of alternative threshold levels. 
  
 
 



 

 

Recommended action 

(a) Agree that the tax credit would be available only for expenditure that is: 
 
• incurred for the purposes of developing or expanding a market in order to sell goods and 

services outside NZ or Australia; 

• normally deductible for tax purposes; and 

• included in a list of qualifying expenditure. 

 
Agreed / not agreed Agreed / not agreed 
 
 
(b) Agree that the tax credit be available to taxpayers that are: 
 
• New Zealand tax residents that are in business; 

• with turnover less than $50 million; and 

• who are exporting or intend to export eligible products to countries other than Australia. 

 
Agreed / not agreed Agreed / not agreed 
 
 
(c) Agree that exporting would be defined as either: 
 

(i) selling goods and services which are consumed overseas – the GST-type approach 
(officials' preferred option); 

 
Agreed / not agreed Agreed / not agreed 

 
or 
 
(ii) a modified GST-type approach – that is, selling goods and services which are 

consumed overseas – with specific exceptions for particular industries where goods 
and services are sold to non-residents but consumed in New Zealand. 

 
Agreed / not agreed Agreed / not agreed 
 
 
 
 
 
 
 
 
 
 
 



 

 

(d) Agree that to qualify, eligible products would need to meet either: 
 

(i) specific rules for goods, services and intellectual property (officials' preferred 
option);  

 
Agreed / not agreed Agreed / not agreed 

 
or 

 
(ii) the "Made in New Zealand" test assessed by the Fair Trading Act principles. 

 
Agreed / not agreed          Agreed / not agreed 
 
 
(e) Agree that standard costs will apply to expenditure on international airfares, accommodation, 
sustenance and incidentals in relation to in-market visits, attendance at overseas trade shows and 
events, and bringing overseas buyers to New Zealand. 
 
Agreed / not agreed Agreed / not agreed 
 
 
(f) Agree that the standard cost for airfares be set at the return economy class airfares, including 
airport taxes, from New Zealand to the overseas market. 
  
Agreed / not agreed Agreed / not agreed 
 
 
(g) Agree that the standard cost for airfares be eligible for the credit when the dominant purpose 
of an overseas trip is export market development. 
  
Agreed / not agreed Agreed / not agreed 
 
 
(h) Agree that a standard cost (living cost) of up to $350 per day apply to cover accommodation, 
sustenance, internal travel, telecommunications, and incidental expenses.   
 
Agreed / not agreed Agreed / not agreed 
 
 
(i) Agree that the maximum period that the standard living cost could be claimed for is 21 days 
per trip or ten days per trip for bringing overseas buyers to New Zealand (includes either the day of 
departure or the day of return to New Zealand). 
 
Agreed / not agreed Agreed / not agreed 
 
 
(j) Agree that where a person is accompanied by a spouse on an overseas trip, the ordinary 
deductibility test be used to determine whether the spouse's expenditure qualifies for the credit. 
 
Agreed / not agreed Agreed / not agreed 



 

 

(k) Agree that actual costs be allowed for: 
 
• advertising and promotional expenditure; 

• marketing material; 

• participation in overseas trade shows and events; 

• market research related to refining an approach to the new market; 

• time-based overseas representation; and  

• professional advice related to exporting or marketing to the new market. 

 
Agreed / not agreed Agreed / not agreed 
 
 
(l) Agree that where actual expenditure is for both export market development and another 
purpose (other than minor or incidental), then for the purposes of determining expenditure that 
qualifies for the credit, the expenditure would be apportioned between the two purposes. 
 
Agreed / not agreed Agreed / not agreed 
 
 
(m) Agree that the following costs would not be eligible for the tax credit: 
 
• expenditure relating to the development of markets in New Zealand and Australia; 

• salary and wages, or amounts on which FBT or SSCWT is paid;  

• costs of producing samples; 

• costs of setting up or maintaining an office, plant or overseas subsidiary; 

• fees relating to professional advice that relates to business as usual activities, or to setting up 
an office, plant or overseas subsidiary; 

• testing or certifying products and services; 

• protection of intellectual property; 

• generic website development and maintenance; 

• sponsorship; 

• expenditure covered by other grants (government or otherwise) or tax credits; and  

• expenditure on government services (for example, services provided by NZTE) which already 
have an element of subsidy. 

Agreed / not agreed Agreed / not agreed 
 
 



 

 

(n) Agree that the qualifying expenditure and non-qualifying expenditure be listed in schedules to 
the Income Tax Act 2004. 
 
Agreed / not agreed Agreed / not agreed 
 
 
(o) Agree that the rate of the credit be listed in a schedule to the Income Tax Act 2004. 
 
Agreed / not agreed Agreed / not agreed 
 
 
(p) Agree that the schedules of qualifying and non-qualifying expenditure and the rate of the 
credit should be able to be amended by Order In Council. 
 
Agreed / not agreed Agreed / not agreed 
 
 
(q) Note that the fiscal cost of this proposal is the subject of a further report. 
 
Noted Noted 
 
 
(r) Refer copies of this report to the Minister for Economic Development and the Minister of 
Trade. 
 
Agreed / not agreed Agreed / not agreed 
 
 
 
 
 
 
[information deleted in order to protect the privacy Emma Grigg 
of natural persons, including deceased people] Policy Manager 
for Secretary to the Treasury    
  
 
 
 
 
Hon Dr Michael Cullen Hon Peter Dunne 
Minister of Finance Minister of Revenue 



 

 

Background 

1. Tax credits for export market development were among the options presented in the Business 
Tax Review discussion.  This report sets out the detailed design for export market development tax 
credits, based on the existing Market Development Assistance Scheme (MDAS), which is 
administered by New Zealand Trade and Enterprise (NZTE). 
 
2. This is one of five reports that seek decisions on the detailed design of the targeted tax credits, 
should the government proceed with their introduction. 

What is export market development expenditure? 

3. Export market development consists of the activities undertaken by a business to create, 
develop or expand a market overseas, in order to sell products (goods, services and intellectual 
property).  The object of export market development is to create demand for products.  It does not 
include putting the business into a position to be able to supply products, nor does it include the cost 
of selling products. 
 
4. Although it is possible to give a broad characterisation of “market development”, it is difficult 
to define it with any degree of precision.  This is primarily because markets can be very fine-
grained.  Experience in competition law has shown that it can be difficult to determine what a 
market is, whether a particular market exists, whether a market is a new market or an existing 
market, and whether firms are competing in the same market. Ordinary marketing expenditure in 
respect of an existing market can be seen by a business to be market development expenditure in 
pursuit of a new market, such as developing a market for pinot noir in addition to an existing market 
for sauvignon blanc.  Under MDAS, the difficulty with identifying new markets and new market 
development expenditure is avoided because judgements are made before a grant is given.  
However, Ministers have indicated that there should be no pre-approval process for tax credits, to 
minimise compliance costs. 
 
5. For the purposes of the tax credit, instead of attempting to develop a detailed definition of 
“market development”, which does not seem in any case to be possible, officials have developed a 
schedule of expenditure that is typically associated with market development, which is based on the 
type of expenditure funded under MDAS. 
 
6. The particular activities normally associated with export market development include: 
 

• visiting overseas markets; 

• advertising and promotion; 

• creating marketing material; 

 

 



 

 

• participating in overseas trade shows and events; 

• market research; 

• overseas representation; and  

• obtaining professional advice related to exporting or marketing to the new market. 

 
7. Some submissions on the market development tax credit issues paper suggested that a nexus 
must be established between eligible expenses and the “export” of “New Zealand goods and 
services”.  If no link is made, then a credit could not be claimed for any expenses which fit into the 
expenditure categories. 
 
8. There are some possible situations where it could be hard to establish that there is an 
appropriate nexus between eligible expenses, export and New Zealand-sourced goods and services, 
yet the business would legitimately be able to claim the export tax credit.  For example: 
 

• A New Zealand business could plan to expand overseas, but might not yet have exported 
any goods and services.  Nevertheless, it would need to engage in export market 
development activities. 

• A New Zealand business might intend to source its products from New Zealand but find 
that in order to meet demand, it must source products from larger, overseas factories. 

• An established exporter supplying New Zealand-sourced products could plan to move 
into an entirely new market. 

9. In these types of cases, it may be reasonable to assume that the expenditure is linked to export 
activity.  However, there may be no actual link to export activity because the expenditure is 
incurred in order to develop a market, not to export goods and services from New Zealand. 
 
10. Officials’ suggested approach, to avoid these difficulties, is not to establish a nexus between 
exporting and market development expenditure.  Instead, we suggest that eligible businesses could 
claim the credit in respect of eligible expenditure.  The expenditure must be ordinarily deductible 
expenditure incurred in order to undertake market development activity. 
 
11. The following flowchart illustrates the process for checking whether a business could claim 
an export market development tax credit. 
 
 
 
 
 
 
 



 

 

Can I claim an export market development tax credit? 
 
 
 
Am I incurring market development expenditure in order 
to create or expand a business presence in markets outside 
NZ or Australia? 
  

                   Yes 
 
 
Is my business tax resident in NZ for the income year in 
which I am claiming the expenditure? 
  

Yes 
 
 
Do I have a turnover of under $50m for the income year 
in which I am claiming the expenditure? 
 

Yes 
 
 
Do I intend to supply that market being developed with 
NZ sourced products at the time I incur the expenditure?
  
 

Yes 
 
 
Is the expenditure deductible? 
 

Yes 
 
 
Is the expenditure included on the schedule of qualifying 
expenditure? 
 
      Yes 
 
Is the expenditure over the minimum threshold? 
      
      Yes 
 
 
A tax credit is available on expenditure up to $1m. 
 



 

 

Design differences between MDAS grants and the tax credit 

12. The recommended rules for eligible businesses and eligible expenditure are more tightly 
specified than the existing MDAS rules.  This is because grant applications are subject to review, 
and the giving of a grant depends on judgement in advance that the grant criteria have been met.  
Once approval has been given, recipients can be certain that their expenditure fits within the rules 
and that the grant will be paid.  In contrast, to claim the tax credit, taxpayers would first have to 
determine for themselves whether expenditure fits within the rules.  This means that the rules for a 
tax credit must be more detailed and provide greater certainty than the rules for a grant. 
 
13. Grants can also provide a greater incentive to comply with the rules.  If recipients want to be 
eligible for further grants, they will ensure that they continue to meet the criteria, and spend grant 
money on the purpose for which it was given.  Tax credits would not be subject to pre-approval, and 
would be given as of right, so there would be fewer constraints on behaviour.  Tax credits can be 
vulnerable to abuse, especially through the reclassification of private expenditure as businesses 
expenses.  (For example, a holiday might be reclassified as a visit to an overseas market.) 
 
14. These differences between grants and tax credits mean that the recommended rules for the 
export market development tax credit are more tightly specified than MDAS rules.  In addition, 
some of the rules for the tax credit are arbitrary, because there is less capacity to exercise discretion 
in paying the credit.  However, even with tightly specified rules and some arbitrariness, there are 
still some difficult areas where judgements will ultimately be made by the courts. 

Which businesses should be eligible for the market development tax credit? 

15. Taxpayers could claim the tax credit if they were: 
 

• New Zealand tax-residents that are in business; 

• with turnover under $50 million; 

• who are exporting or intend to export New Zealand sourced-products (goods, services 
and intellectual property); and 

• incurring eligible expenditure as part of market development activity. 

New Zealand tax-resident businesses 

16. Taxpayers claiming the credit must be New Zealand tax-residents that are in business.  This 
achieves two purposes.  It ensures that the credit is available only to entities that are  
 
 



 

 

within the New Zealand tax base, and it ensures that there is a real business supporting the  
credit claim.  This reduces the possibility of private expenditure being reclassified as export market 
development expenditure.  It will also mean that individuals with a business idea must intend to 
make a profit before claiming the credit. 

Turnover threshold 

17. The market development tax credit should be limited to firms below a specified turnover 
threshold.  As discussed in the accompanying report on tax credit caps, the threshold could be set at 
varying levels.   
 
18. Excluding larger firms from eligibility for the market development tax credit would not 
necessarily have a significant impact on those firms.  Arguably, the costs and risks associated with 
developing new export markets can be borne more easily by larger firms.  However, these costs and 
risks are proportionately much greater for smaller firms — sometimes so much so that small firms 
are discouraged from engaging offshore.  The rationale for government support for market 
development is to assist smaller firms to move into new markets.  Under MDAS, this turnover cap 
is set at $50 million.  The Australian Export Markets Development Scheme, administered by 
Austrade, sets its cap at AUD$30 million.  The 2005 review of the Austrade scheme found that the 
$30 million threshold was effective in targeting assistance to SMEs, that smaller firms were more 
responsive to the grants, and that larger firms had more export experience, resources, and lower 
expectations about the benefits generated by increased export promotion.  Accordingly, the review 
recommended retaining the AUD$30 million threshold.1 [Information deleted in order to 
maintain the effective conduct of public affairs through the free and frank expression of opinions
  
 
         ] 
 
19. The turnover threshold is further discussed and a recommendation is made in the 
accompanying report on tax credit caps. 

Exporting or intending to export 

20. Exporting could be defined as: 
 

• selling goods and services which are consumed overseas – the GST-type approach  
(officials’ preferred option); or 

• selling goods and services to non-residents; or 

• a modified GST-type approach — with specified exceptions for goods and services sold 
to non-residents but consumed in New Zealand. 

 
 

                                                 
1 Austrade (2005), Review of the Export Market Development Grants scheme, Canberra: Commonwealth of Australia, pp. 50 – 52. 



 

 

21. In all cases, the entity claiming the credit should be either actually exporting, or intending to 
export, goods and services.  Allowing the credit to be claimed where businesses intend to export is 
necessary because market development is, by its nature, a forward looking activity.  A business can 
make plans and prepare to enter an export market, without having actually exported any product or 
service. 

Selling goods and services which are consumed overseas – GST-type approach 

22. Defining “export” as selling goods and services that are consumed overseas is 
administratively simple and familiar to taxpayers, as the definition follows the GST boundary for 
goods and services that are zero-rated for export.  The boundary is well defined, well tested and 
well understood.  Using this definition would make claiming the credit easier, especially for smaller 
businesses which may have less ability to access expert tax advice.  It also captures all exports 
consumed overseas.  Submissions generally supported this approach. 
 
23. The principal draw-back of this approach is that the definition excludes some services that are 
sold to non-residents but consumed in New Zealand, notably tourism and export education.  
Tourism is New Zealand’s biggest export sector in terms of foreign exchange earnings, while 
education is growing in importance. 
 
24. New Zealand tourism is supported through the Tourism Board.  The Board promotes New 
Zealand as a tourist destination in general, rather than individual tourist businesses, but it is 
probable that tourists make a decision to visit New Zealand, and only subsequently decide which 
tourism businesses to purchase services from.  Extending the tax credit to individual tourist 
operators would not necessarily increase exports for New Zealand tourism overall. 
 
25. It is not clear whether enabling export education providers to access the credit would have a 
positive or a negative impact.  One New Zealand school marketing its services overseas could raise 
the profile of New Zealand’s education system in general, and thus create spillover benefits for all 
New Zealand schools.  On the other hand, foreigners may have decided to purchase education in 
New Zealand already, so one school’s success at attracting students may be at the expense of other 
New Zealand schools. 
 
26. Arguably, market development for both activities is already funded by government: tourism 
through the Tourism Board, and export education through various agreements with New Zealand 
Trade and Enterprise.  However, the same argument could also be made in respect of other major 
export sectors, for example, through NZTE’s programmes,  [Information deleted in order to 
maintain the effective conduct of public affairs through the free and frank expression of opinions] 
and the provision of grant programmes (such as the Forest Industry Development Agenda).  We 
consider that these arguments do not outweigh the benefits of using a well-defined and well-
understood definition. 
 
 
 
 
 
 



 

 

27. We recommend the GST-type approach because of its lower compliance and administrative 
costs.  It would also have lower fiscal costs because it is not at broad as the alternatives.  If 
Ministers wish to provide export market assistance to the tourism and export education sectors, or 
other industries which may not be eligible for the tax credit, either the current MDAS scheme could 
be retained for these industries or assistance could be delivered through other grant schemes. 

Selling goods and services to non-residents 

28. Defining “export” as selling goods and services to non-residents would enable businesses to 
claim the credit for sales of tourism services to inbound tourists and educational services to foreign 
students, in addition to other services supplied to non-residents in New Zealand.  This is similar to 
the approach adopted by the Austrade scheme. 
 
29. However, this approach would increase compliance costs because businesses would be 
required to determine whether sales made in New Zealand are being made to foreigners or New 
Zealand residents.  The closest model can be found in systems which allow refunds of value added 
taxes to foreigners.  These systems impose higher compliance costs on businesses, can be open to 
abuse, and also have higher administrative and fiscal costs.  Officials do not recommend this 
approach. 

 GST-type approach, with specified exceptions 

30. Alternatively, both approaches could be combined by using the GST approach as a basis, but 
allowing some specified exceptions for some services sold to non-residents but consumed in New 
Zealand, notably tourism and export education.  For the majority of exporters, the definition of 
“export” would be goods and services consumed overseas.  However, in respect of inbound tourism 
and the export of education services, the definition of exports would be goods and services sold to 
non-residents. 
 
31. To make this approach administrable with regard to inbound tourism and export education 
services and to reduce the opportunities for abuse of the tax credit, a number of arbitrary decisions 
will have to be made.  For example, the credit could be limited to market development expenditure 
incurred overseas in order to reduce compliance costs for businesses in determining whether a 
supply is to a foreigner or New Zealand resident.  Other decisions may also be required to exclude 
certain types of qualifying expenditure from being claimed in respect of inbound tourism and export 
education services.  As these decisions will not be based on any principled reasoning they will be 
difficult to defend and may result in pressure for change.  Relaxing these decisions will open up the 
system to abuse.  We do not recommend this approach. 
 
 
 
 
 



 

 

New Zealand-sourced products 

32. Several approaches to determining which products are eligible have been identified: 
 

• specific rules for goods, services and intellectual property (officials’ preferred option); 

• “Made in New Zealand” assessed by Fair Trading Act principles; and 

• alternative rules for goods relating to: 

- percentage of content; 

- percentage of value added; 

- “place of origin” as defined in New Zealand’s free trade agreements; and 

- change in tariff code. 

Specific rules for goods, services and intellectual property  

33. Officials prefer specific rules for goods, services and intellectual property to give guidance to 
taxpayers.  The recommended specific rules would be comparatively easy to comply with and to 
administer, and there are established principles within the law for determining whether taxpayers 
have applied the rules correctly.  This is the approach taken by the Austrade scheme, although 
because the Australian scheme is a grants scheme rather than an export tax credit, more scope is 
given to officials’ judgement in determining whether grant applicants meet eligibility criteria.  
Under the tax credit, there will be less certainty for taxpayers in difficult cases, and judgements 
about whether particular products fit within the rules will be made by the courts after the credit has 
been paid. 

Rules for New Zealand-sourced goods 

34. We recommend that the rules for goods follow the model which will be used for Austrade 
grants (from 1 July 2007).  Goods should be primarily: 
 

• primary products from New Zealand; or 

• made primarily from New Zealand primary products; or 

• manufactured or assembled in New Zealand, where the manufacture or assembly results 
in a new product or substantially changes the nature of the materials or components used 
to make the product, or is an important stage in manufacturing a product which is made 
using the exported product. 

 



 

 

35. Of necessity, these rules cannot be specific about proportions of content.  Even so, they 
employ concepts which are already used in assessing tax, so they are familiar to taxpayers and tax 
administrators.  Neverthelesss, there will be difficult cases where taxpayers may be uncertain 
whether the products they export meet the criteria.  The Austrade grant may face similar difficulties 
when the new rules start to apply, except that a certain amount of uncertainty will be resolved 
through the approval process before grants are given. 
 
36. At least in principle, the credit could also apply to other business models (for example, 
businesses which source raw materials and assemble products overseas but use New Zealand 
knowhow) if the majority of the value of the export accrues to New Zealand.  However, it would be 
necessary to use judgement in determining the boundaries of categories of such businesses.  It does 
not appear possible at this stage to administer a workable tax credit scheme for other business 
models. 

Rules for New Zealand-sourced services 

37. New Zealand-sourced services are services where the natural persons performing the service 
are primarily New Zealand tax residents.  This ensures that the services cannot simply be contracted 
through New Zealand to a third party offshore.  For example, a firm based in the United States 
could not contract via a firm in New Zealand to use people based in, say, India, to fulfil a service 
contract, and then use the New Zealand firm as a basis for claiming the tax credit in respect of its 
market development expenditure.  Ensuring that the natural persons performing the service are 
primarily New Zealand tax residents means that the New Zealand economy benefits from the 
provision of services. 

Rules for intellectual property 

38. To be eligible as a basis for claiming the credit, intellectual property should be primarily 
created in New Zealand, with the costs of creation predominantly deductible in New Zealand.  A 
specific rule will be needed to ensure that costs incurred by an overseas branch (which are 
deductible in New Zealand) are not eligible as a basis for claiming the credit.  This rule ensures that 
only intellectual property developed by New Zealand tax-resident businesses can be used to meet 
the eligibility criteria for the tax credit.  The tax credit can be claimed even if the intellectual 
property has subsequently been sold to another New Zealand tax-resident business, so the free 
transfer of intellectual property will not be inhibited. 

Differences from MDAS and Austrade grant rules 

39. MDAS does not have specific rules about which products can be used as a basis for claiming 
the grant.  Instead, New Zealand Trade and Enterprise officials assess applications, and use their 
judgement to determine whether a grant will be given.  Austrade’s Export Market Development 
Grant is non-discretionary – all those who meet the criteria must be given the grant – but the grant 
in some cases, such as intellectual property, is given where the  
 
 
 



 

 

CEO of Austrade is satisfied that there is a net benefit to Australia.  In other words, there is scope 
for the exercise of judgement before a grant is given.  
 
40. Officials recommend using the specific rules detailed above for establishing eligibility to 
claim the credit. 

“New Zealand made” claim defensible under Fair Trading Act principles 

41. Alternatively, goods and services, including intellectual property, could satisfy the eligibility 
criteria if the words “New Zealand made” could be attached to them without contravening Fair 
Trading Act  1986 rules.  This is consistent with the principles used for the “Buy Kiwi made” 
promotion sponsored by the Ministry of Economic Development.  This approach was thought to be 
appropriate for the “Buy Kiwi made” scheme because what matters to consumers is where a product 
gains its essential character, rather than where its components come from. 
 
42. Fair Trading Act rules are intended to deter deceptive and misleading behaviour.  This 
approach is not sufficiently precise for tax purposes and it would be likely to result in substantially 
increased litigation because the rule is imprecise.  Litigation is more likely because the money at 
stake is significant.  Officials do not recommend this approach. 

Alternative rules for goods 

43. Some alternative rules for goods were suggested in submissions and during consultation, 
including provisions relating to: 
 

• percentage of content; 

• percentage of value added; 

• “place of origin” as defined in free trade agreements; and 

• change of tariff code. 

Percentage of content 

44. Austrade has used a percentage of content rule, with exporters required to show that their 
goods had at least 50 percent Australian content, or where goods were assembled outside Australia, 
75 percent of the value of the components making up the goods were themselves goods containing 
at least 50 percent Australian content.  However, the 2005 review of the Austrade scheme found 
that the percentage of content test required significant administration and auditing, and did not work 
with respect to emerging competitive business practices such as offshore assembly of Australian 
raw materials.2  From 1 July 2007 Austrade will be using rules like those rules discussed earlier, or 
for goods made outside Australia, Austrade must be satisfied that Australia will derive significant 
net benefit from the sale of the goods outside Australia. 
 

                                                 
2 Austrade (2005), Review of the Export Market Development Grants scheme, Canberra: Commonwealth of Australia, p. 57. 



 

 

45. In addition to being out of step with emerging business practices, a percentage of content rule 
is compliance-heavy.  Manufacturers would need to keep additional records specifying the source of 
the components and raw material they use.  In some cases, suppliers might not have the information 
available or might not be willing to provide it.  This type of rule does not work if the credit is 
allowed in respect of an intention to export, as it is not possible to specify the content of a product 
which may not yet exist.  We do not recommend using a percentage of content rule. 

Percentage of value added 

46. Some submissions suggested using a value added rule.  The goods would be regarded as New 
Zealand-sourced if a certain percentage of their cost was added in New Zealand.  However, in 
practice, a value added rule has the same compliance costs as a percentage of content rule.  
Manufacturers would need to keep records about where raw materials and components came from, 
and would need to track the value of labour, whether the goods are assembled in New Zealand from 
overseas-sourced materials, or assembled overseas from New Zealand-sourced materials.  As with 
the percentage of content rule, it would not be possible to apply the rule in respect of an intention to 
export.  We do not recommend using a percentage of value added rule. 

“Place of origin” as defined in free trade agreements 

47. Some submissions suggested using “place of origin” rules as set out in various trade 
agreements to which New Zealand is a party.  These rules can be quite detailed, including requiring 
the manufacturers to trace the component value of goods, specifying how much of the product’s 
content may come from one country or the other, and what labour costs may be included in the 
goods.  The compliance costs associated with this type of approach are heavy.  As with the 
percentage of content rule, it would not be possible to apply the rule in respect of an intention to 
export.  We do not recommend using this rule. 

Change of tariff code 

48. Some submissions suggested using a “change of tariff code” rule.  Goods that enter the 
country under one tariff code but leave it under another would be deemed to be sourced in New 
Zealand.  Tariff codes are determined on a self-assessed basis, but they are controlled and audited 
through a third party, Customs.  This would add a degree of objectivity to the determination of 
source.  However, some goods might be inappropriately included if a small change in New Zealand 
entailed a change in tariff code.  Like the percentage of content rule, it would not work with respect 
to an intention to export.  We do not recommend using this rule. 



 

 

What expenditure would be eligible? 

49. The officials’ issues paper suggested that several categories of expenditure should be eligible 
for the tax credit.  The categories are based on the types of expenditure that are eligible for 
assistance under the existing MDAS.  
  
50. The expenditure would have to be incurred for the purpose of developing or expanding a 
market presence in order to sell goods and services outside New Zealand or Australia. Because the 
purpose of the credits is to assist businesses in meeting the additional costs of developing a market, 
the tax credit should not subsidise ordinary business operating costs. It should not subsidise 
expenses associated with the development or modification of the product for the new market (cost 
of sales), or the costs associated with setting up a permanent base in the new market (capital 
investment).  The tax credit would not be given for expenditure that is not normally deductible, such 
as expenditure on capital items or expenditure that is of a private or domestic nature.  
 
51. We recommend that the following categories of expenditure be eligible for the tax credit and 
that these categories of expenditure be listed in a schedule to the Income Tax Act 2004.  
Expenditure on market development activities would be eligible only if the activity was listed in the 
schedule.  Schedules can be amended more readily than legislation, enabling a prompt response in 
the event of abuse or changes in business practice.   
 
52. Standard costs would be allowed for economy class international airfares, accommodation, 
sustenance and incidentals for: 
 

• in-market visits and attendance at overseas trade shows and events; and 

• bringing overseas buyers to New Zealand. 

 
53. Actual costs would be allowed for: 
 

• advertising and promotional expenditure; 

• marketing material; 

• participation in overseas trade shows and events; 

• market research related to refining an approach to the new market; 

• time-based overseas representation; and  

• professional advice related to exporting or marketing to the new market. 

 

 

 



 

 

Standard costs 

54. Standard costs should be used for some classes of expenditure, to minimise compliance costs 
and to reduce the reclassification of private expenditure as market development expenditure. 
 
55. Submissions were evenly divided between using standard and actual costs for some expenses.  
Minter Ellison Rudd Watts suggested that standard costs could involve high administrative costs for 
officials in setting and reviewing the standard costs. However, in our view, standard costs would be 
simpler to apply from both an operational and compliance perspective. 

Standard living cost – $350 / day 

56. We recommend using a standard living cost of up to $350 per day to cover accommodation, 
sustenance, internal travel, telecommunications and incidental expenses.  Living costs could be 
claimed up to a maximum of $350 multiplied by the number of days that an individual engages in 
market development activities.  The maximum number of days lowed would be 21 days per trip, as 
discussed below.  Using a standardised allowable living cost would reduce compliance costs, which 
is of particular importance to smaller businesses.  It would also reduce the opportunity for 
businesses to inflate some costs in order to increase the credit claim.  It would also mean that if 
businesses choose to use luxury accommodation and travel, then they do not do so at taxpayers’ 
expense.  Nevertheless, it is recognised that the standard living cost should be set at a reasonable 
level. 
 
57. Some submissions asked that the standard living cost be raised, to $400 to $500 or more per 
day, to reflect the higher costs of accommodation, sustenance and incidentals in some countries. 
However, we do not recommend different rates for different countries as this would introduce 
complexity, especially where more than one country is visited.  In our view, $350 is a suitable 
standard amount.  The level is roughly consistent with the Austrade daily allowance (AUD$300 
from 1 July 2007). 
 
58. Using a standard living cost for all countries is an arbitrary rule.  Some exporters would 
receive more credit than others for market visits because their destinations were lower cost 
countries, and their expenditure would not exceed the standard living cost.  We think that, on 
balance, using a standard living cost for all countries is preferable because of the lower compliance 
and administrative costs, provided the cost is set at a reasonable level. 

Standard airfares – full economy fare 

59. We recommend using a standard cost for airfares.  It would provide for return economy class 
airfares, including airport taxes, from New Zealand to the overseas market.  This is consistent with 
the standard costs for airfares under MDAS.  Several submissions suggested that actual costs should 
be used for airfares, or that business class should be the standard fare for long haul flights.  
However, businesses are not precluded from spending higher amounts on travel, and such costs are 
deductible where there is a business nexus.  
 
 



 

 

60. For deductibility purposes, airfares would ordinarily be apportioned when there is both a 
business and personal advantage to the trip, and where the personal element of the trip is more than 
minor and incidental to the business purpose.  Usual business practice, however, is to allow 
employees to take some leave while on overseas trips.  Given that this is a common and reasonable 
practice, officials suggest that instead of apportioning airfares, when the dominant purpose of the 
trip is export market development outside Australia, the standard cost of the airfares could be 
claimed in full as an eligible expense.  This approach would also help to minimise the possibility of 
just one day of export market development activity being used to make an entire trip eligible for the 
credit. 
 
61. One submission asked how standard costs for airfares would be calculated when more than 
one market is visited.  In these situations, standard economy international fares would be allowed, 
but internal domestic travel would not as it would be covered by the daily allowance.  This creates 
some inconsistencies.  For example, exporters would be able to claim airfares between London, 
France and Spain, and between New York and Vancouver, but not between Los Angeles, Seattle, 
and Denver.  Even so, we think that the certainty provided by the distinction between international 
and domestic travel would reduce compliance costs, and reduce possibilities for the credit to be 
rorted. 

In-market visits 

62. We recommend that standard costs be used for determining the eligible expenditure for visits 
to the overseas market by the exporter. These include visits to potential buyers and distributors and 
attendance at overseas trade shows.  This treatment would be available for employees, directors, or 
contractors of the exporter.   
 
63. The maximum period for which the credit for the standard living cost could be claimed is 21 
days of market development activity per trip, which is consistent with Austrade’s daily allowance 
rules.  The period includes either the day of departure or the day of return to New Zealand. 
 
64. A limit of 21 days is arbitrary.  However, if trips of unlimited length were allowed, 
considerable amounts of eligible expenditure could be accumulated, in cases where it might be 
more appropriate for a business to have a full-time base overseas.  Limiting the credit to 21 days 
limits the potential fiscal cost of the credit. 
 
65. The issues paper asked for submissions on whether the expenditure for a spouse travelling on 
business should be excluded, or allowed subject to the ordinary deductibility test for tax purposes.  
Most submissions agreed that expenditure for a spouse should be allowed when there is some 
connection to the business or to the development of the new market. We agree with these 
submissions and recommend that the ordinary deductibility test be used.  We do not believe that 
restricting the availability of the credit to spouses who are employed full-time in the business would 
provide an effective restriction on abuse. Further, excluding expenditure of spouses may 
inadvertently exclude expenses incurred in legitimate circumstances. 
 
 
 



 

 

66. One submission considered that overseas trade missions led by Ministers of the Crown should 
be included.  If costs related to such missions met the eligibility criteria, they would be eligible for 
the credit. 

Bringing overseas buyers to New Zealand 

67. Standard costs would be allowed for bringing current or potential overseas buyers to New 
Zealand if such costs would ordinarily be deductible.  The buyer could not be associated with the 
exporter under the associated person rules.  The standard costs would be provided for economy 
return airfares and living expenses, as noted above, subject to the same criteria as for visits 
overseas.  We recommend that the standard living costs for buyers be limited to a maximum period 
of ten days.  It is likely that buyers would need to spend less time in New Zealand, relative to 
exporters, who may need to visit more than one locality in the new market.  

Actual costs 

68. We recommend that actual costs of expenditure be allowed for some types of activities. 

Advertising and marketing expenditure 

69. Actual costs of expenditure on advertising and marketing material produced for use in the 
overseas market would be eligible for the tax credit. This is intended to include expenditure on the 
creation and placement of print, visual and audio advertising and marketing media to be used in the 
new market, including sales brochures, posters, and product data sheets for use in the new market. 
Translation costs and freight costs for advertising and marketing material would also be eligible.  
Expenditure on generic advertising or marketing material that can be used in the New Zealand or 
Australia market would not be eligible, because the tax credit would then effectively subsidise 
advertising expenditure in New Zealand and Australia.   
 
70. Expenditure on some website development would be eligible when the development relates 
specifically to the overseas market, or the website is translated into a foreign language. However, 
we recommend that the credit not be available when the website development is related to sales or 
technical support, as these are better classed as ordinary business operating costs. 

Participating in trade fairs and events  

71. The tax credit would be provided for the actual costs of participating in trade shows and 
events. Such expenditure includes fees to attend the trade show, entry fees and other exhibition 
costs for trade fairs, as well as design and production costs of trade fair site stands.  Costs relating to 
in-store promotions would also be eligible for the tax credit. Costs relating to events that occur in 
New Zealand but are aimed at overseas buyers would not be eligible, even if such events were 
aimed at overseas buyers.  This is because these events also attract New Zealand and Australian 
buyers, and they would be difficult to monitor for abuse.  In any case, a business that targets 
particular overseas buyers would be able to claim the standard costs for bringing those buyers to 
New Zealand. 



 

 

Market research 

72. We recommend that the tax credit be provided for the actual costs of market research when 
the marketing approach to an overseas market is being refined.  However, the tax credit would not 
be allowed for expenditure on marketing costs that are related to establishing an overall strategic 
direction for marketing.  This is ensure the credit is targeted to assisting the development of new 
markets rather than subsidising existing business activities.  
 
73. External parties who are commissioned to undertake market research could not be associated 
with the business. 

Overseas representation 

74. Several submissions considered that temporary representative offices should be eligible for 
the tax credit.  Officials agree that a tax credit should be available for the fees of a New Zealand or 
overseas contractor located in the new market if the contract is time-based and is for the purpose of 
market development. 
 
75. The credit would be available for 21 days. This limitation would ensure that the credit is 
provided for the costs associated with developing a market, rather than part of the costs of setting up 
a permanent base. The contractor could not be associated with the employer, and could not have 
been employed by the business in the past six months.  

Professional advice 

76. Some submissions suggested that advice relating to developing a new market should be 
eligible. Officials agree that professional advice specifically relating to exporting to a particular 
market should be eligible if it can be distinguished from advice that relates to ordinary business 
operating costs or setting up a permanent base in the new market. When this cannot be ascertained, 
no credit would be available. 
 
77. We agree with the view that professional advice relating to marketing and advertising for the 
new market should be eligible.  The advice must not be given by a person associated with the 
business. 
 
 
 



 

 

Apportionment 

78. When an expense could serve both an on-going marketing activity and export market 
development outside Australia (for example, brochures that could be used in New Zealand, 
Australia and the United Kingdom), only the portion that relates to export market development 
outside Australia and New Zealand would be eligible for the credit. 
 

What expenditure would not be eligible? 

79. Certain types of expenditure would be excluded even though they might be part of the 
business’s market development.  To provide certainty for taxpayers, a non-exhaustive list of 
ineligible expenditure can be scheduled.   
 
80. The following costs would not be eligible: 
 

• expenditure relating to development of a market in New Zealand and Australia; 

• salary and wages, or amounts on which FBT or SSCWT is paid;  

• costs of producing samples; 

• costs of setting up or maintaining an office, plant or overseas subsidiary; 

• fees relating to professional advice that relates to business-as-usual activities, or to 
setting up an office, plant or overseas subsidiary; 

• testing or certifying products and services; 

• protection of intellectual property; 

• generic website development and maintenance; 

• sponsorship; 

• expenditure covered by other grants (government or otherwise) or tax credits; and  

• expenditure on government services (for example, services provided by NZTE) which 
already have an element of subsidy. 

81. Some categories of expenditure may be eligible under the existing MDAS but would not be 
eligible for a tax credit.  This is because NZTE has an overriding discretion to decline claims that 
are not consistent with the purposes of MDAS. 
 
 
 
 



 

 

Expenditure relating to the development of a market in New Zealand and Australia  

82. Some submissions suggested that expenditure relating to developing a presence in a market in 
Australia should qualify for the tax credit.  However, as noted above, Australia and New Zealand 
are treated as core/home markets for most New Zealand firms.  We therefore recommend that 
expenditure on these markets not be eligible for the tax credit. 

Salary and wages 

83. Most submissions agreed that salaries and wages (other than the fees of an eligible in-market 
contractor based in the overseas market) should be excluded. Expenditure on which FBT or 
SSCWT is paid should also be ineligible.  These costs are excluded because they are very difficult 
to distinguish from business-as-usual costs. Even if these costs could be identified by the business, 
the compliance costs of doing so are likely to be high. 
 
84. One submission agreed with the general exclusion for salary expenses, but suggested that the 
salary of an employee should be eligible if the employee has been taken on specifically for the 
development of a market (for example, because of the employee’s language skills or contacts in the 
market). However, this would be difficult to administer, especially in a small business where the 
employee’s role may include more than one activity, or if the employee’s role changes. 
 
85. The exclusion of salary and wages leads to one inconsistency.  If a firm used its own staff to 
develop marketing material, it would not be able to claim their salary and wages for the time they 
spend on the activity.  If, however, the firm purchases this service from a third party, the salaries 
and wages paid by that third party, and built into the overall cost of the service, would be covered 
by the credit. 
 
86. Despite this anomaly, officials prefer excluding salaries and wages from eligibility for the 
credit.  Previous experience suggests that this was an area that was widely abused.  Typically, firms 
would inflate salaries for the period that employees were on overseas visits, or working on export 
activities, and thus be able to claim an increased credit.  Elaborate rules were devised to minimise 
the abuse, but they were largely ineffective. 
 
87. Although the anomaly might encourage some businesses to choose a third party contract 
rather than doing in-house work, we consider that this would be a marginal decision.  Provided that 
the level of the credit is not set too high, the distortionary effects should not be significant. 

Samples 

88. It can be difficult to distinguish the costs of producing a sample from the costs of business-as-
usual production costs. For example, the first sample can include set-up costs of producing the 
goods.  The difference between samples and products can also be difficult to determine, because 
samples are often turned into products later when payment is received. In effect, the credit can be 
used to subsidise the costs of sales, rather than the expenses associated with developing a new 
market.  
 



 

 

89. One submission suggested that the aggregate cost of samples could be apportioned across 
export and domestic sales, with the proportion relating to export sales qualifying for the credit.  
However, this does not address the problem that the credit could effectively subsidise the cost of 
sales in relation to exported goods.  NZICA submitted that sample costs could be apportioned so 
that only a proportion of the cost of producing the sample is eligible. We do not support this view 
because determining the percentage would be very complex, as an appropriate percentage would 
depend on a variety of factors such as the stage of production of the good.  
 
90. Some submissions considered that freight costs of sending free samples to trade shows, 
events, and potential buyers should be eligible as these are not associated with the cost of 
production.  We do not recommend that such costs be eligible for the credit as it would be difficult 
to distinguish between freight costs for samples and for goods in many cases. 

Costs associated with setting up or maintaining an office, plant or overseas subsidiary 

91. Costs of setting up or maintaining an office, plant or overseas subsidiary would not be 
eligible. These represent costs of setting up a permanent base, which are an element of usual 
business operating costs rather than expenses associated with developing a new market. 

Professional advice 

92. Fees relating to professional advice (such as legal or accounting advice) are ordinary business 
operating costs rather than expenses that are more directly associated with developing a new 
market. Fees relating to professional advice on claiming the market development credit would not 
be eligible. 

Testing or certification of products and services 

93. Expenditure relating to testing or certification of products and services is more properly 
classed as a cost of developing or modifying the product itself for a new market, rather than 
marketing a product. The Deer Industry Association recommended that costs relating to obtaining 
nutritional analysis of products should be eligible. This type of expense is similar to certification, 
and would therefore not be eligible. 
 
 
 
 



 

 

Protection of intellectual property 

94. Some submissions considered that costs relating to the protection of intellectual property 
should be eligible.  However, these types of expenditure are ordinary business operating costs rather 
than expenses that are more directly associated with developing a new market. 

Generic website development 

95. Submissions agreed that generic website development and maintenance are ordinary business 
operating costs rather than expenses that are more directly associated with developing a new 
market.  

Sponsorship 

96. Sponsorship costs are usually associated with promotion of a good or service after market 
entry, rather than being incurred in the market development phase. This means that they are better 
classed as business-as-usual costs rather than as costs associated with developing a new market.   

Expenditure already subsidised 

97. Expenditure covered by other grants (whether provided by the government or another entity) 
or tax credits, and expenditure on government services (for example, services provided by NZTE) 
which already have an element of subsidy should not be eligible.  This ensures that the same 
expenditure is not subsidised twice. 

Minimum and maximum expenditure limitation 

 
98. The officials’ issues paper asked for submissions on whether the minimum and maximum 
expenditure limitations are appropriate.  

Minimum expenditure  

99. The purpose of the minimum expenditure limitation is to ensure that the credit is available to 
those New Zealand businesses that are serious about developing a new market. The existing 
minimum expenditure for MDAS grants is $40,000.  The issues paper suggested that the minimum 
expenditure level in order to qualify for the tax credit should be set at $20,000.  Several submissions 
considered that the minimum expenditure level should be lowered, or that there should be no 
minimum threshold, because otherwise some small businesses might not be eligible for the credit.  
Others considered that it should not be lower than $20,000 or that it should be raised to, for 
example, $50,000. 
 



 

 

100. A minimum expenditure threshold would reduce the possibility of private expenditure being 
reclassified as market development expenditure.  Previous experience suggests that such abuse was 
common, and the availability of a credit increases the incentive to reclassify private expenditure as 
market development expenditure.  Nevertheless, the current recommendation that the minimum 
expenditure level be set at $20,000 is still problematic. 
 
101. For example, a couple who have a hobby business spend 21 days in Europe. The eligible 
expenditure for the trip is as follows: 
 
• economy return airfares to Europe @ $3834 x 2 persons: $7668. This is based on MDAS’s 

standard airfare allowances in 2004; and 

• standard living costs for 21 days @ $350 x 2 persons: $14,700. 

The total amount is $22,368.  If the minimum expenditure level was $20,000, the business would 
meet the threshold. 
 
102. The difficulty is that claimants could comparatively easily convert private expenditure into 
“market development expenditure”.  For example, a bloodstock breeder could arrange a private 
holiday to, say, the United Kingdom, but arrange to visit several potential purchasers, and thus 
convert the private costs of the holiday to an eligible business expense.  
 
103. Officials have identified an option that could minimise this possibility.  A business could be 
required to spend at least $15,000 (GST-exclusive) on eligible advertising and promotional 
expenditure, marketing material, participation in overseas trade shows and events, market research, 
overseas representation or professional advice. Once a business demonstrates that it is serious about 
market development by meeting the minimum expenditure threshold using advertising and 
marketing costs and so on, it could also claim the standard living and airfare costs. 
 
104. A straight minimum expenditure threshold would be simpler from both compliance and 
administrative perspectives.  However, it would not minimise the potential for the reclassification of 
private expenditure as market development expenditure.  

Maximum expenditure  

105. Most submissions agreed that a maximum cap of $1 million is an appropriate level. If 
expenditure above the maximum is incurred, the credit would be available only for $1 million of 
expenditure. If the tax credit rate is set somewhere between 7% and 15%, businesses will receive a 
maximum of between $70,000 and $150,000 subsidy.  The maximum MDAS grant is capped at 
$100,000, which equates to expenditure of $200,000. 
 
 
 
 



 

 

106. The minimum and the maximum expenditure levels are further discussed and 
recommendations made in the accompanying report on tax credit caps. 

Fiscal costs 

107. If the export market tax credit was set at 15%, limited to companies with a turnover of under 
$50 million, and with a cap of $1 million expenditure, the fiscal costs are estimated to be $177 
million in 2008/09, rising to $205 million in 2012/13.  These costs are outlined in full in the report 
on tax credit caps which also provides the fiscal costs of alternative threshold levels. 

Consultation 

108. Ministry of Foreign Affairs and Trade, Ministry of Economic Development and New Zealand 
Trade and Enterprise have been consulted in the preparation of this report.  Targeted consultation 
with private sector entities has also been conducted, in addition to wider consultation through the 
officials’ issues paper, Market development tax credits.  A list of people and entities consulted has 
been attached as Appendix 1. 

Ministry of Foreign Affairs and Trade, Ministry of Economic Development and New Zealand 
Trade and Enterprise comment 

109. [Information deleted in order to maintain the effective conduct of public affairs through the 
free and frank expression of opinions   
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112. Inland Revenue and the Treasury note that there are costs and benefits in a non-discretionary 
incentive such as the tax credit relative to a discretionary grant. A benefit to business of non-
discretionary assistance is the greater certainty it provides. On the other hand, non-discretionary tax 
credits may be less able to target those forms of export market development the government may 
want to incentivise.  
 
 
 
 
 



 

 

APPENDIX 1 
 
 

Consultation 
 
 
Company Industry 
  
[Information deleted in order to protect 
information received in confidence]  

Clothing, design 

[Information deleted in order to protect 
information received in confidence] 

Electronic equipment  

[Information deleted in order to protect 
information received in confidence] 

Furniture design and manufacturing 

[Information deleted in order to protect 
information received in confidence] 

Business software  

[Information deleted in order to protect 
information received in confidence] 

House building and design, timber exporting 

[Information deleted in order to protect 
information received in confidence] 

Seals and bearing exporter 

 
 
 


