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1Gl,ttcm;.%QBIlt .fOra:cy; .·J'HBlAfiQlAliB·lOR 17U. 

.i3:r:ianEastonl
• 

(Pa.,at'. to aplenaX'Ys$$ionof the 33rd Atmual conference ,of the 
Australi~nAgrictllt~f11 .J:cono.-iceSQC1ety·, Lincoln .cPll~e, 
C8nt.J;'btu;y I J'e.bru.8xy6-11 , 19S9) 

The '. qas$.~ fot' acp:!cntlturalpo11cy '!'!' .indeedforan, egric:ultw;al 
ecanolUcs :p:r:Qfest;lj.on. with .. 1ts'ownconterQnces - .~e$tsQn SOlie 
recognitlo11, that 'agriculture l$d!tferent frollotber 1nd1lStrl~s. 
:1 .u. not 9'oing'to. arqu .... that the~e .1$ so.ething $pecial about 
acp:iC\llture ~ l. QJ.,nQlllOdern daypbyslocra,t ,-r.ther "Ial.':9Ue .th~t 
every: industry h8.8:so.e· faat1ll:'es I~d: in' tbatr.,spect h~stQ ~" 
treated'difterent];y .fro. ·otherl$.. ' , 

Tbis 'theanalys!Sft$&ds to be put in '8 cQnt~t-w1ticb 18."1818Q 
helpt1.l1 tQ:r; ,t.Ulde:r$tandlnqother •• croeconom1c !s$ues...lnpar­
tlcular I' tbeNew ~ealandeconoJU.c ,debate has been l!J;)Qut 'i:hr4)& 
difterentaccounbi of howeconoJtie$c tunction.::a, JaehaCQQuntis 
associated with a view of the X'ol,eof.pricesj,n the QCQDoray .. 

Wbree Hgdels of .. ;tbe . Ec;pb9JIX 

1'hEl.f1rsi;llccount:rthe traditionAlist. vi~w, ,.i$· onEJ ,of 'elastlci:ey 
pessimis;a' , .. ,that.is .thechangesi.n.X-~lative 'prices llaveverylittle 
~upplY$,lde impact. This'.aybecAQ$$ it 1s 'believ$d.that tbe' price 
;~lrt$ticitle$an4Qro$s el~stiQit!es. areve:r;ylow, 'OJ;b$causethere 
wi~l .be.count.e~ai.linq reactions-p~hap$generated,Jjy .distribu~ 
ti0J:iallzes,pon$es -wbieb .nullitYtmY in!tialcbangeE;J in.thepr!c~ 
re'lativit:tes;.Suchantbe ,economy 'would be, de$cribed asbeavily 
ind$Xed. 

It. i$: calledthe.traditionalistaccountQ$Qause itW8$ a widely 
.held "riew in post 'WfU' "New Zei!!land/~nd was \1se4 tojU$tify ·8· 
varlet, ;of.1nterventi,onistpolic;iessuch ,n'J price, inte.l:estrate 
and wagecontrol~,import and other .q\lantitative lice.'1s;l1l91 fixe,d 
eXehtthge, rate. ,lltanagellent i ,direct, lIQnetary cQnt~ol$. !tsJaa,or()­
econQmic" 'manaqfUl1ent 1s tra(U:t.iQI1alflxprice . J(eynesian, . that . is.a 
fi~;(:al .,stanc~ ,tbatwas: .ba$ic~llyexpansionaryin .,thE!doJtlestlc 
econoJl1Y,* w:i.ththe balance ofpaymel1ts guarded by .h1Qh levels of 

./ 

1 1989 SSRFC .Hodge F$llQW at ,Ma$sey University aa'ldEconoJllic: 
Consultant,. EconolJ1ic And Social '.r.rustOn 'New Zealan<1, 18 !ralavera 
Tertacla, ~elbum/W&llingtontNew Zeal.and, Phone 04 7.aa 950~ 

"~' Iae~llyone,'WOtlla like topr/~sent., onl.y twoview$ of . 'the 
,EK,:Ol,)Olllic Jr4anagemen.t, asdc:es tA~ Australiangroup.,lNP2CS 
'Bconqllj:c$ .H~waver itselqlarlsionisi;rest;.r.ietionist dichotoJllY, while 
b;a,'\rlnq;$o~er~levancet() Newz.aalana,. ,fails to capture thedeJ:)ate 
he;re. Pe:r:hapstraditionalists in Austral.ia ,are lessil11portant. 
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pro~ctiQn' . :~Cl infl.atiol1 .. dealt .Wl~ ~ougJt wa,g-e., ,ara4 .price ,gont1:o1s. 'l'be .. nalla lIQsta;.soci~tedwitll, thetrad1tiQAaI1stv!.w 1~ :I{ObK'QldQ()n.~Qwev6!r ;a·<llUJabel7ot :ecoJ1Q.u.sts llQldSQJ/Hl ot ttl. vie".. 
Ai;the0tber :extt"eate , .• re'tbet!:ta.t1cityopti.iQ~ ';0" ~(/ 'calle(!, "WOnat,.Xis,ta, orsYRP:tYlisSen .'. Forth •• 'chang~S' tn ,~price ;rela,t!vitle$ leadf:O significant a,ndrapld'8UPPlys:lCl~, respo~s.f :~tt,i~ul~lY 1fther8 :,1$, .11() gQvel:'l1llent interfe~enceinth., .Nr.k$t •• lnvolY~a.. Bntrepr.ene~ialt~sponses .~1 ,~, '&$ i~po~autl!u!ldtltta .a1-oD9'the supplyandQ,.and tunction.,per.l&ap$ llQ~e80. ,1fohetal::.i.$t,pQJ~icies usuC\lJy lnvol ve reduQing ,90vet'JlNIlt intervention t , .altbol(gb in' t:'ecGftt yea1:s;, ther. ;has. ·JfeeneapbasiQon . the ,;DE~to prQvia~a p:J:Qpe,r "legalfraJlewt>rJtfQ:rthepropert¥righbJ in .. ~. prlveteMrket. Itllardly ,neeCtJ;ltQ: be •.. :elaborated, tbat .,netar!$t$' _Ct"~nollic polic.1e$: :tQCustlpon.('":ontJ:ol ot the .oneY$tQCf(. 

As: th.,tet'J[ "iaon~tar!stit,.:1s . not 'u$e4here1n,a~jQrat¥iveunner, ~~:re, is 1104iffi.culty. ,1~bel11nq l'(oger ,Dou91asan~, his ,ect>nolU:c '~4vi.e:r$ aSJIQneta:ri$t~h !rflerear.'al$,o '.,netuistsin ·thEif f'inancj.alsecto):"tUtd 'un.i.ver~ities:" 

,~11e',~Qnetar1llts '~:t~ .. elast*citt ,opt!Jd,tsona tra(lit;ionalj;st$. arEt, $l~$ticltY.G~ssi.i;$U, the one: place their vieW$,. are .~eversed j.$ ,1n the lIPlleyde.ana ttmction.. .lJoneta.rist$ . see the .tunctionas l:'iqid l while traditionalisi:$ '.e. little :;ta):>leconne,ctiQn ,between ',;~'ir'4$tQCk QtllQJ1eyanCl inco.Eh. Bu.t 1:1118, pt,lper .l,s'notgoin~ tQDe :~ut the;c;tetal1 Qf. lIonetary an~ ,fiscal, policy., so. th~t.paradox neeq .notdetai.n.us • Nor .willtbel;'$ be)!luchattention 9ivenh~eto ttle profound, ideOlogical .diffe~encesthatgenerallyexl$tbetween tl,letwQ view!t. . ' 
Betweentbs$,e t'Wo"eld:.relles8re. the§:tX)\lqtyrv.l iotl. TheycoU:l.d :J;le Chat'aetex;i$ed as being elafiltioitYPE'$silt:tsts., in the$bort X1.mtln(i el'ClsticitY'Qptilltst$ in the longrun, buttbat tails to .c~ptQreth~ .. crux :of theit'onaly,sis. ,What . ieally matters. is that different industrl~s respond,t,Q8 stimulus a1:JIl8tkedly <U.f:terentr,.tes. 
AdjUstll$nt px-oblems centre around the ,la($Of . fpresl.ghtot th~ v4rl.oU$Gconomic .~9,ents.Butevengiven tdleS8l11e degree of s\1rpr,i;se Qrsh()c}t,ditft!l:'en1: indlJstrieshave differ:ent capacities' to adapt .. , 
ThatgrQat. !nclustrlC11econonU;stAlfredHarsballdefin~d, his.short term,llediQlU term, . ana: .,.long terllt, 'by' the type ·ofadJt1stluent the industry )lade, but even the long terza. wben fi~areable toacijllst 'thetr o~pitalst()Okva,X'ies by' the . type . otaatlvity .involved. . A fQresteraay . taket:hr~~decacte$. itocllang~ land ,USe, 11 cropping Qhangemay invQ1Ye a year. Between, the extremes a,;re different sorts ofpa:;toral and bQrtiCtlltura:laetivities. '. 1-'ishing, .• anUfacturing, .1nlng, ,enar9Y,~lUl$portt prope~y I . ,and tlle . sexvice :;ec~ors. ,add to t..b.is ,.$,peot~, ,a~l doeS the .dolf'fering Iongter1l1 horl.z()nsof ~ous~Qla$i and of' the variOus b:rancfiesof govermment.!.J.'o compotmd tll~,collplel(ity, humanc~pltal has its own rhythm ot adjustment. 
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'Xn ad<11tion there: ,'~ i$ 'thf:J 'p:tQble. t;>f info~ti()n~Xn $o.ellat'lCetQ 
pr1c;e·~a,tNa.nt1ty intQnlatiott ,.is ~e~ily avallabl'itt in oth~l:$ . it 
1$, har(1.to,¢o. '1,>.y., ,~h.tQ~et' .1;~nd to ,:tra<lEJ ,asC'Auction .ax-lCet.$ ~ , 
l~~~kl~ ··~aj1i$ttngto n~wsbO.QkSt the latt.,r IU;~' ~u~ete~i$EtdJ)y 
'thfJ speQt~, 'Qf cllstolfte:r: l\u;~:t"ket$·. ,on •. oftbEi :l1lost'X'GQolcltrant'Qf 
allg~st().Ql: 'l'laX'ket$, ,itt tl'le laboUcr l1lUk~t, 'wIU.Ql]. . Plays .~:prQ.lnE!nt. 
.pvt, 'tnttie$tnct;llr.allfllt \~.Ully$1, Q1: llalc:r:oeconoJ.UQ ,~a\l'iQurtl!" 

Tlle , "".riif!pn 'in ,ad.ption. ,rate$means thatth$econo.lt ,does ,not 
r$spontlto: ,,0: ;$hOOkin~nyequilibri@ QJ::'qu~u$i~~11ibriWl path., 
It-,is 'not l1ud tQshow that.a,dynPic $Y$tf!., 'with ~00d',eCV111ibJ=ri\Ul\ 

'" ,prpPEU:tie~.ntay ,lldj~$t venirieff1oiently(andslowly) to ;tb~,. new 
equil1tJr~un. tgllQwing a 'shock, and that i$djll$tllellt:cap· be' i.pJ;Q;p'e.d 
by th~ int:roduction" of ,contJ:Ql, ,meQbanisll$.Ho:reov$r'" therGcan '!le 
no ~sQll~t1on tlUltanyequilU">r~Ullt isuniqu~., Xfthere a~Elllulttpl$." 
eqt1il~brl.a. the a4lusbent. path theeQQf,toJllY 'qkQS becO.-s .i.po~ant.,· 

Th~ gove~entrespohse tO$nl,sboeb!s.~l~Q,an integral part'pf 
t.bea~:JU$tIlentJJellavi(;)1u:.Th.is i~ .nQt,.a~ivj.d polnt, fo:r:" the. 
lIQnetiu:!st advJ.s~rs to tbe9'OV~rrulent paid little lltt~ntto:Q: astfJ 
how 'fiscal, and Jllonetary,POlic1ShQ\l14~,altered,Whf;!n"tflecountry 
shifted t~o •. a 'fil(~d eJ(qhang~ }:'atE:l~etgi.e'to a tloating'reg~lle.5· 

stl:'Ucturalist ,. maQl:'OecOXlO_ics 'is, ,th\1s1argely'. ,1lQdern .. "flexprice 
Reynesian t, reQQgn1~.ing':a X"olefol;' tifScal 'and.l\onetary ,JUU1a9'e~ent I 

,0; '.;~, ~~l r a ¢onte}Ctofsome 'elasticity pessi~is.!n the short. run 
:but, lno:r;e 'flexibil.tty. ,in the: long "run", Inas.~llQpt1!neconomy the 
Ig;rpwth process, l$ theexpan$ion pt the 'tradeabl~ sector • 

.. 
Therebasprobal>lynever: betenagen\1inely Sb:uct~aJi$t as Hiniste:r 
of ,Fillance 'ittN'ewZealand.Therti at'e .anystru.ctUX'alist~ in the 
.academiQ~d :pol!cyad.vQeatiQna:reat'alt,~Oqgll they . are, .' $\lcb;a 
het~roqen~.oqs 'l)\Ulcb it .i$s()~etimes ,difficul tto j.dE!ntify~h!f;l 
J:)Qtmdar!eQ. 7$ as~ot'UX'q.li$,t. 

ttthe.~~ucturalistditfersft'olll th~.tt:aditionalist,@alysis.b~cause 
it$eesprice shoek$ impacting in 'the.ediwaand long rpn, in ,~. 
rea$,onably predic1:ablewaY'.lJarket $icplals ,are useflllin the 

~'·'F.Qr t\n inc';oQ\1ctiQn'to thec:onceptofcU$toaer( and ll\ot:e 
complex) lDarltetssee B.'a .Saston,"'l'l'1e 1tabOurHarket and, EcPXlmo,ic 
Libexoalisation t1 in ~.Bollardand I(.StlcJ(le'( ed) EQQnolliqLi~"lisa­
'tj.9n~n,~wzealOng" 1987., 

• A point,st:a:essed ,by the (now def1l11ot) II VictoJ:~aschool .. 
zannetti, ,G. f$ ,II t "Opening 'T1;le ,~Ook$': ,8 X'ev.l.ewl!rt~cle", ,~ 
~.;c§alangEC;9b9m:1g PapeJ"s,1984, 'pp 13-30. 

s FrQIlBuD to. Float, by Brian :Easton: . paper to 'I.Z ,,~conQlUics 
AE?sQcio.tion ,QOnfe~ence,. :February 1989'"to b.e published asa chapter 
in '!I'beMflking .ofR~tnQmiQ;i, :(AueltJ-tind University Pres$, 1989)'. 
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~.9~nt",of, the'.conQaY', }lanic;ulaX'ly lOlli;' run~aqelllent./,and 
Oft:f)Q,QotlPfl't~t1Ql1 "ill M, eftee;i;i ve_U$' ,otteg\tl.t1ftg:a'_;rlet!'~ III 
'.PQli9Y .'t.~ ,the $t~ctlu:aliJst~ .CObtra$twltb.,n.~1.ti$;,that 
tb..~ifferent ,:r:espQlU$e: l:'at_.,fltl4th."bY;tb,~iM.;rent, r191dit1.s 
int)),e, .oQnoay in ,tl1e:, $bort ,tet1l,' Qtterpostslbi~.ttle$, 'WhEJre 
go~e.t1U1en;t·lnte"entlon,"Y .. fnbanc.eCQno.ic,pt)rfQ~ge. 'Howe.ve~ 
QQch lrd;Et):'V.ntiQlUl are 'gisc~nlined'!nQo:aper~son ,to tbet:r:~uUtton­
aI:b$tw,r l 

' 

(~\ 

''ibere~inde:r: :ot thisprA$.ntltti",. 'tIl11 tOCq,o.'l:tbe (dlfferf!nc;:ee 
):)Qt.ve.n atrlJctura11$ts" ,Met J1Onetar.i$ts",w1l1ch is, now" i:h •• aln 
econollic debat.ell1: ' •• w Z~oli!lnd. '£ot U$ 'go back to, t!leti. :of,the 
tloa.tiJlqofthe, ,~ollar " ,S$tQ;re,t$at. o<;c\Jtr(td ,.~.(:QuPle~of ,$tJ:u(l~ 

. tut:alists, the IfJ,tf):)(.rtPop".nd Bob Buckle i,ca1.\~tQn.d, tll~t there 
tlould . be ,t>vs:t"shopt!.ng.ot ,tb,e,:exchMqEtX'zt,te. -The ,~~OQEUl$ by 'which 
·an· exehAA9~1;ate QVer$hQ9ts" !sfi!s$ent.lally, a dynQd\ ~Q1'le,inVhich 
differ~"tadju~tJ1entprocessea:re;l.nfQrce" .ach .oth.f{.t' tQ·' dr! vetbe 
$)(phange r~~$pa1:liaway fx"Qm;equilibrj.'U;At fora $~gn!ficant 'Pt;!t"lQd. 

, In the . lH~W: , :aealan4 .C"$~ ,the, ovet.slJ,OQting·w8Se)(aCei'»at-aby iii 
ltlQnetolY andft.,sc~I .e:t~nge'whicb "Qvertly wa~$et 1ndeP.enden1;~yof 
tneexQ!lang,e X'ate.HQw~ver·..cQvertlY, Jton~~ ,pqlicYP1:Q~lb11 ql18$.i 
ta:r:getedoh' 'ltl'l'oV.e~a:lu~exchanger~te. (In<teed,.tt._yMVEltlleen 
c~nven$.~nt ,to do :SOI ,si'neQ ~nQverval\l,eci ~xqhang:e, rate ai't1fic j. ally 
dept;esseEi the rate of' in(lai::i.on), • 

. I.t !sno\1wi<Ie1y :ac¢Qptea ,- ,even by 'Resene ',~~,eQQJ1om1st$, .. tb~t 
'Qve;y:sbooti.ng 'began, a ,f'ew, ,:pl()nth$~fter"" the ,currency ",was ,floated ,in 

I ,~arly ,1,985 ., Host, economists WQuld" a.c;c;:ept that tbEl"NewZ~~land 
. exc:ban9Ef ,rate i,s· ,at:i'!). QVi$rv211u,edt~lthQugh ,lly·hQWJl""Qbi$i a .atter 
Of CJreatetconte.ntiQrt.!t . 

CQn,co.t.t~nl:' ,w;i.thth$Qvervalu,e.Qe~cl\ange .l:'ates, has been ve~high. ,,' 
'real .int(;lre$t l:'at:~$ ~ typica: ly in, exce$~of te.n, ,'~~.Qent, pe.r 
armQ.Th;t$ ,·colDQi.net,ionl1eantthatc:ap!taI , t'nt~nsive "export 
industt'ies, ,s"Uch~S fa:t1fting", wet~ in a (loublebi11d SUffering· 
dE!~e$QeQ:,retln.'ns ,alig high .inpu;tcostf;hNo'bJlurprifJin91y" tn~ 
tre.detlbl.. $~t;tQ:r bas ~en'f;:ontX"acti,ng sinqe tne,ovel:ShOQtin~~h ''l1la.t 
co.ntl:a,ci;ion'hasnot «)r111' J:>een'irt Q~t:pqt 'c;e~r:;" bl;l~ 1:her~ 'llt1.sbeen 
~,lo$sQfPJ;odtJetlC)l1 eapac1ty(lnQc~p,it.al s1:Qck,including ,~ 
re4u(':1:~Qnin livfJs1!t)Ck .hQlc:l.i.n9s,. 

9:'Ms "eontraQtlon ,bas occurred.on. top Qf ,,~major' restk'UQtur1ng 
;aJ:isinq frQ. 't:be,e<:onol ~'1j.berali8ation" inclttdtng 'the reJlllQvalof 
in.d.~t:rys\tPpoX"t.ea$ur~sof licensing, protection, ana.f;lUb$i,4isa-
1!ion. In<teed ith~s :~en~ssible fo~'the gQvernmeni: tOax'CNG ·that 

• "l)c) !xchange Ra'ce$ Need an Anchor?" , Quartcly ,fredigtioDg, 
lfarcm198S f pp 42-47. 



(J 

d1tfi;c:ulti .. ineny ~1QU1~ro.tn4'Qatt.y were du,e< totber.s'tJ:Uc­
tUriu91 ;fro,. l1bct~alis.tion,.. :)Jqt as a11otth.t!;.deal)le sector 1. 
;in: greAt 'cl:t.t,fiaQ:lty UI.,;at~nt 1I0un4$ 'bol.low .• 

,~ the, ;.~t1tt.listcrltiq\1e" ,~sls .. , . ,ttl", '~.al ,e~change t'ate: 
lst:rUc:1.1to the b.alttIof (~b..tr.d8able,,~r. 'fb,eovenbot l:ate 
::!J,~, ba.u'41 ___ tt'Ot.tSCQJlSeq\lenCg',,? 

~ , 

-met ' Jl()11.~rii:d:~lt1oni$.long~ ,on., "o~.ll, ot"tb,e .tol~oVi.iig 
line"., ,:rirst, ithu,been al'~,attt.t th~JIa!::t.t r.te ,1$ .alwaysthe 
equlljbrlua "xo.te,.& Wbet..ll.r' ~i..:tat.1,Iel\t ,.18l anythlngother then 
t.utology lsuncle~.Sl!CDnd ,tt ba$'bQn 'axgUe4. that th.,go-tlDlent 
cC)Ulddo 'nothing. ':tf.). r.av.ce tbeov •. J!'Valu$l; el(Qbanq~,. tet ••. 'ft1is 
arises.fro-thEi view, d()Q~$nt@lyhela bY',thfl. off1claI., at, the; 
,~tJt' the 'flQat,that ",there 1.V~ ,lt~tl., "it allY, , c;anneotion 
'betwelll'l ,the: ,:fisc.l ,at:~cean(l: th..xQh~ng. ~.te.<:tt i$,liot ,.vcm 
cl.u ,.lletherthe ,.a4VQQat U 'consider~ tPat the, .,aonetu1'stanc$ 
affactsth.; i8¥.¢lUln9e.'ratfl!t, ;!111ethi~a~t iltthatg_tttng4olql 
theX'at. of: intl.ti<)n ,was • highe.r:;pt!QrJ;ty.lt .;i.thls de(enceto 
lflt!dl hl.tQ~l~$ ~elikely 'to, lIQst ~y"tten:tlQll. 

,r" ,2iwu "'1.1,·'"XallJ, /
i ':rlldJ.I£'ti:Y~, 

oneC:OQld .xplQr:e thef$II' ,issr~e$atftu:the:r: ,len~, ,Wt therei$a 
'~re .f\\llCiQentml lssue. The~ IIOnetarist iIQd$lo,ssQJIles tbat'All ,fins. 

'. ~ :.,' indu$tl;:'ies. ,are.liktltllole ,i.nelQentAJ.'YtextbQokS wltll 
plly~icaland: ,hllNrt Qapital, )lalle·aJ>le, ,and', ;.ark~t. ,.lnfQJ:Ntlon 
readily and, cheaply 'ZlQQessibl.41 

.. 
'1hesttcb.ar~ct~r:i.$tic:s ,ao J10tClescribe thavast, ,.lQl;'i,ty'of 
l'n<i\1$tries', bui:. tlle;fe is,,one: whe:r:_tbe .rJOn8spondtUlQe ,i$010$8 ... 
thf!! ,f1rumci",1 , secto:r:4! ,J:ts .osti.po~t ;col\J\Odity,. financia.l 
pape;t:;, ise)CtreJlely :malleablEt't~itandenttYi$~elativel,ysl.Jlple t 
,~nd t.rall$actions ,typic::allyocC1lr inagctiQR Jlat'kets,,'!rhtlrC!! is ,~n 
unt0rtunatetendencyto treatthesetinanciol aa:r;kets 8!$ 'ide~lBI, -
in ,tliasQnse 'o,f, 'bein9WOd~ls' tQWhlQh ~11 oth~r_J:'kets ~d 
l.ndU$.tr!es.shouldc :a$pi;r:e. 

In ox:der toext.end theco.pas$Qf tbe finanQial $8ctQr idetilto 
,G~ner ,indl.lstri$$,tb~JtonetarIstsbave 'had to JU.$app~y 'Selle 

7' B<.H.~$tonl The ,ExellfUlge'S,te 51nce1981: ,Pitrforunc@lnq 
EQligy,NZIBRDlscussiQn: Paper 30 , 1986,sn4R.A.BJlckle:, "'sequen"'!> 
cingan4 the, R.ole of tberorEd.91l 'E)Cchanqe, Nar~et",aol1ard, and 
J3qQkle,gpcit. 

·pl:Qvidin':t there are n090ver~ent interventions in the 
~Qrrency .1Iutete •. 

,IlD'.HarperFinQDg1al Services ,Indl.lstrylEffeq,t}1 .of,.Regulatqa: 
Botopt, :N~IER. Re~e"chPaper3S, :1986. ' 
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~ >,' 

atu4.t:4 eQ~QIIi~ .aomJ"pu. 
"." ... ..,. .. ·', •• ub:a11tY" i.* q. ..... $ .1Ut. '~~lute ,notiOb, wiler. ,it. t"ttal1y 
t. '.l:.l'.ti:v. ,one., .'. . . '.. ...... . . . . . ... '. .. . " .. ' 

. ," .~T!i"nQti()n Qt '¢ont •• t6b~llty~ ,bas~n$tr.:eche4 ,td;t:bfi" 
,'PQtJli; wtle:r::e .GQ.I .adlH¢~nt$;ar9U.,th~tal1 ,~k.t •. ~or wh1eh th~~. 
,1e :no9Qv~1;r •• tJ:.int.Qn .. _ntn 4X' •. cQntfttal>l •• -, .,.) 

.., .~ •.. J;1ltional ..• ~~tlQ •• ccountot f'i~ialNrut,$ 1.· 
~ipulat.dto .a.n. 1nt.rpt.~tlol'tot .cap!tal.11.ab~itY. In ,.lliat 
til. cO~l:ate", ~:.~j:, ~.plt..~..;c!~nt1tlc.vl<lenc;.i .. tQr .tb<l 
tbeoJ:Y'r...~\lt~O\UJ.Ud·1:oi\traQicto~" whIle tile "evl4eneeaqainst 
1.;~ tn; lu:.let;-_ •. \fo~. 1s. :c:*pelli1l9if. '.. ,," 
,l') ._' 

\ '~-';.;rlle\bi4a~n.g.n4tli$,~at f,inlmoi.l In.titutlQns~ •• s~Cf ,.nO:· 
QVf)t'Y9n.~1*. ",,"Q\l14 .~··1:t',.,ated, the: ~/ :"8: ~.... "'. 

" ) "t: 

,"'b*.b<.,atinq . all . :t.tnu1.~ i'ftbeY .Wl¢ •. 1nthe :financ;ial, ileqtQ~llt j' 

, 'craaY'tbut that b~$bt;l.n 't .... ~t .Qfin411atrt«lpolicyi in, recent 
Y.~S""T!Ul, PJll:y> w.1" t.b~'~~Q;rlt.y ·of~ f!~ can. ~,.v. ~1katimmc:lal 
inatlt.utiops" is, wl1e,n"thei~'«J~:lJ~~~$ ,zed ;.i.t..~$l1ot..ccid~ ... tf4l 't.b.~~ 
the .joJ:ltyaf f1~".~,t~ .01l1n9 ,1n:.,~At di);'ec;:t!Qn. 

, ' I 

·An .. exaar;:xl$ .Qt ttt~ toolt$hn$8.G!$ "tA~90\!e~flnt's, .ppp;»ac~ .wb~n > 

.atteapt.i.ng .tQ .~ac:;t, .tba l:'esolttce r.~t!ll,ft"p.,.~l:t:s ~owneX:$bip of . the- ' 
f1ShiJl'1.:$.tOQJtIt .lt~$$~ tt.at. 'th._ ·1!1s11i~CJlic!lJlse." w.~X'e$u.tl~J:' 
t.Q·fincmc;:ialpapeJ: ~ so. that· th~v8.'lll,a .of· 'thf;! l!c(!JlQas ~ef~~e4tfi" 
v~lue 'o.f 't!J.tf);rpyalt.t$$ .fJQwe'~;t"'tb$;·.f?$UtAPt~ongoe$ all _wry wb,en 
a.,f~w s.1-.pla :tactoerG.d(:.,d:/iStt~bas> . . .' '. .' . " 

.. ·1:b.etil3~ng' In<ll#ig:y .. .t$ . not in, 2gUilipr!\Ul~nd. iJ!l\JJll1kely: 
to g.t. tll~:t·~ 'retd1~jy .~~.\l$e 0'£' it$(. ~istlng .g~pi~l .$i:,<>ck, 

~ t!\el,!"f;l ue·a t$,t>p+ayers in ~e .. "fisbing 'in4u~tl:y 'who.. ~e 
likQly to play ollU9P011s1;ic·g~.e.$, :tattler than .~pur,~ ·c;Ollpeti;Qt'$, 

,- . ri$b~~have lQW ~l1ort, .~. .1U1~g$nal,c()stsco.pa:t'~, tQ: 
~v~~g_c;.<)$~, . . . ., .. ...' . ' 

... tbelicend~s;tt'~n$acted on 'theopen~a;ket~e ,a· :e.all,ilnd 
untypical, ."t Ofallth~ lit;.'tlCes., , ... 

~()}:'eingall.o~e~ .tnQtl$trl~s into~$prq9rqt3teen..ou14o~ ,tn(J 
t.inan¢ia'1QectQris.a'bSl1raf$1.nc:ethe:rea~onwec;~n ~n~lyz~ ttl. 
latte.l:'tlQ.aslll' lsbeca'U~e it !satyplcJll.~ng$ippl,.e'. 

BefOre leaving, tld~$ obs~s$ion, 'with thfi!financial ;.~r:ltets.4 ~;t.n1J~de: 
'to ~. pointe4.Qutth"ttheyn~ve llenefi,ted froll v~:r:ioqs tQJ,1.1$: of 
.S$i.,t~CE:l not-available tQ the );'e&1: :0£'. th,e ecpno.y, .. incl'QQinq 

.... iUla leg~l fJ;'_ewox-l( of thesec\U:iti~$.al;X.t j.s,p~iJlJ,tive,. 

," Gr~r'"D.P !OC01ft.f;1$tAOi,lit¥ ;in 'CoJB»ititiQqJ?oliqy:R\~tace­
mGt,; 3~5!~ •• nt, . "t: IJIlQe'limflOtl, paper ':tQFulbr~ght Sem.~nat';'The 
InfluJ:titc;:e. \Of AlllQl\tC(ln ECQllOIU'Cf3, on NeWZeal~nd r.t1ilMing ·and. 
'PQ1;tQY', .Se,pte~I'"'t l'9&.8., . 
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·lthollgb .tb~. . ~11t!l··~101t ate!)$f;o t>fttQttl. 01$(:10 • .,.1:e 1~W$' t tQ 
'Sbat:.el1o:1<tlU"SlU1t1 tn1t9tsi;Q;r;'$ cU'e·puti<;Ularlyln.d~~tfh '. . 

• 11n~~1.1 itJ=*i:itut1bn$, 4q·not~.1GS.*r ltke ~Qtherfir;m$1 ",1 
:wlllle .. h01JSebol.~ JlW:~ba •••.. · :attO;teig1l; exch~ge tQI" .$."j.c~ pa~ntG· 
:ar.;u~~.llyex .. pt . ft'~G~. ....... '.. . .... . .... ! 

:. ttl. 1nQo~t .t~~gl.e .ontnv •• ta •. nt · .in(.:Q": If,l :akbltx"on"" 
~ .,t~1nq. the:;. !nfl~t1<mcQ.ponento.~ 1nt._nf$t,. aug ex •• pt1ng l1~.tn.l 

cal?t~lgal.ns~ 

·AnY~$s:ist~nt;:eqiy.,.tot1le fl:n~¢lal :S,~tQt" tat,. o~· Cou:t'f$$, .atttt;. 
expense or ~~l:' •• t of tbe_QonOJlY_ . Ttl!$, QQeua.cl·ttu:"oU9bth~. bigb 
e~Qban9'e: J'at.~ :Il.i.<jb. intet'QSt:,~a:;=f!'$truct~Q:.ctbe f:Ln~nQl.al" .$ectQr 
(an~th.a$$Qc1atea:c;o.-erQi~1 1;,q11QtJigfiectorle¥Pmlded w.h11~ tb~ 
~e.$tot th$ econoay :$~gn~t.4and'con"aQtG4~ 

Tll~s ·e.ru$1on~~,-ntlnu~d il"$;l().ng a~, con.tld.enc~QiQt .b1.)ttlle .• bott 
··te3. ~$p,q111atiQn '):~. in,~~~c1~rplnneg . by .~11.QnqteX1lq"1ns. 1{ot 
$tQ;pX'1_s~nglY tlJQ bJ,l)"ot ~ng. ;Qf.'. the, .. :$pecUl~t:'.v_ bUbbltlplunge4th.· 
ti.n~q181 . s~ct:()r 1ntQz r th~ $QeqQnti-a<rl:iQn.f?thQ x".tqt tbe 
eQono.y~ . 

~11t"'cb~n~ ·tg; .•• $(I~i.litio~Ne~Al':t¥1' 
It .i$.f~llat;lou$ 'to, :a~n~UJle that the);e i$ ~.Q.Q id~~l j;ndusb:Y'type. 
to'Wb1cb ~ll. 'Q'thexo$ .tsllOuld :eon,fOi1l.. 'l'll~;r:e .i.$nopu:t~·~.dpert:e.ct 
It¢f.:,~ '~'n ?t neutt"allty,., .' 

;fQ1i$n$t.nc~ WhElP th~. gov~rnmtnt ·ott.e.pte4· / ;(Q :sY$te.at:tse th~ 
taQt:,iC)nr~l •• :Qil~$~l:lsed: ~l1CQ~~~~ltf .in./$tOQM,1t "eate<ta 
f9res:t -whiel1g;-o)l$ f'qrtbitty, :yelU$$l.i,l~J:~y·t.Q .:~ :unu.faQture)."s~ 
fltockfio14ing' wh~ch t~$QVf;lr eveJ;ytbr~e ~9ntbs. 'iJ.'hat _y .bellow 
ele.~ntlPrY .t!n~nci$l tel(tboOlts.treat tiJl~ ,. \ Jjqt l1. e:ven. ~.' ·nodd1ng 
~u~~a1ntance.. . with . Qal'l~l\l. .aliket$ind1cat~s· . ~at !n. ,practice, 

. tlnanel~l .• ark$t$<IQ not treAt. thlrty y';Ut.t"copl:taltbe$Qt~ ~$ 
thX'.e,JiQntb .¢~pi t~l hElldov~r 120 QrfSg1:1.~$. ~ 

!at-w'etn those .extx-e.fl$ lIes ... the: ~gt;'icn~ltur~lSEH?tor,notQnl.,l" .. in, 
, t..~Df the. 'Y'alu~t;i;onpflive$tQQkQn tbe.boof 'bgt .. alSQ' 1n ,Qtb~r 
,~e~$ .~'QQbas tbe ·.~t\lltinCJ ·o.t wine.lJik~tor~~d:;Y. tbey~tQ 
f$lltterJinq1.mae~·O r$ql.e,wblcb;J.t1~11eg~41y 'neutral butfaVQqJ:"$· 
tbtits!,lot-t t~J:JI. ~~ .. . 

" 
~. Finanoial 1ns1;j.tu.t~on.spa1 os'!" on. ~tsinp\lt$ fanc1.cor.eorate 

U$Q:r.s of fi:no,nolal aecto;tt3ervices; don.ot get exeJDpt,lQD 1Q~ GST 
paid. 'by' thQ .$.ot<l:r,. 'Hou,sel101(ls·pay the ineff.iQtentstPp Ql,lties. l. 1l"U$t tO$hOll'hoWlleaninglessis' the .elCpr~ss~()n'neutrall ,. 
tlte n.,~ t~,re9i.ei$ llQtneu.tral ·tQwards:1nflatiQn. Ironically-the 
;':191 •• · ~hat. was '~ndQntl:d te>r :for~$try wasnQutral. to inflation.~ 

•. .. :fJx~tidn .. QU 'lpnstt:,;t: t;Q7Pletrt; bbthg' C;ObSf.tlt@:tivtDoqgment; by 
'8ri~n ,1~UJtonf NZ:tER;WQr:ki.rif!JP~perS6/11. 
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5)-

Wbe.»:r:Ov~; ., .... " , ..' , . .. . . . ' '. . ., -a,. Jtu.1;IMtng~ebQ1(;l~; ,Ii. !t\1:'A tangata'eJ¢QJ.".,.llQkt ... 
~~l~'t,.", 'JI ' ' 
'i'~ '''tlt'''~~$~G,Qt 'lan~ W.111 p$t'$!#$~th~ P>$s.$alonswl11. 

110.1:'. " 
;' !l:o-.ver . ~J ·tteefQnetat'l.t 't.ransl~tion'pf Ue 'p~Qv .. b 
. "" ,,'''J'ol~ 1,\. ~~lng-,· Wb.JttU1g'm::O.n;uoll.r '~g~~. " . 
~~O_.,. .... s'·. . ...... '~""'" " . " .. ' 

i . "~l ,\,d4bt,~owl11 .• tl11.rgain wftflnthepeopl. J14ve, al.;.appe~r,ed'" 
Xt~Ul4~· :~1$~ 'of ·tIl~. ~r.nt eQQtlo~c;.:pol*~i.Q.:l:l· 

", 

,,~ .. ~~ lin ~.~li~ 
lV.fl.wlthin .1ndWib:'i..thent,ls 1\. .10'l:, .of .hettll:og-.j;ty, .o..caUSf.f 
lnQ~~tJZi.s~ .. ~ .. to bf.t ,«.~j.ned, . 'Q in,$tltuttonal 'Qdbi$tQ1Zl.':;a.l 
r·<;.'~i(ti.st.t.tbet'tl)Dn ~$:~IlQdc Qne$,.1t.1~ nQ't..el:ely tile 
cli:fteJ:~.s ~be.tw •• n .ndwlt:Jl1nogr1cQlt~~1,pO.t()~ul,2U!d 
hQ~lcglt:ur~l f.~g'. .~~is:, "'9r.1cult~.1 .. ecQno.iat"aconferenc:e 
inQt~·ld.$ ,.4t # ••• ~iQtl, of~p' S$~ .tishing'ic l;J~t th~re 1·. nQtbtng'Qu 
1.""4 bas.a .1'1v:lcQl:t.lU'.~ 

It, 1$ ,tlU.s .l~.t.~enelty whlch. leaVt#$ ·th.8au,u<;tuxaliat ~\lt1o\1$ 
int~~ :Q( .indQ$ttYinterv$ntion-ENtaa .AlanBOll~~ $a!d .. th~ 
ia.\:« •. 1.. .Q8, •. Qf'''poli<=:yby<le$ign rathel:' tltan ;pQlicy :))Y' d~t_ult'.l. 

·~.,JIlQSt ~\UlgQent.Al i.slle. t$ to, g_t, the:Bact'Oet;QDOIIic;etlv:i:'ronll.ent, 
right~, No :$nQu$try .policy. i$gQing:to have, .UoQh'QSQfuleffect it 
thG ,t'.~lel(cbong. rate 1$ h()~le$$l.yovetval\lec1 and reali.nte:t'est 
~.t(/!$;.ue 'Yel.l"aJlQveany ,pl~q$ibl,e.rea.l 9I."owth. ,re,te. It ,$l$Qhelp$, 
to .have! ,'p; .expand1ng'ratbet' tban cQntl:~Qtin'1.eQon01lY .. 

The ';tlltetn~tlvestrat~gy would be, . just .. ·tClO .a.wful to think '$l)oyi;, 
,it .. it ftttd not, "l~,adyb~ppened • WIlen t;hf!U:S$. ~.b.f.g! indi,catoJ:'$'gQt. 
,l'lopele8$ly. ,aut. t,l,f'li:pe,wlth·coaonsenf3.8 the, 9C)ve~nt. keptoll, 
:with. Q1$a$t~QQ$ CQnsaquence$fQ~ tlle'pr.odUcti vesec:t..~r ~ Wellltiy not 

'~~Thep~op$r translat1oni.~r.chElland. re_in$wh.enthep~ple 
ltav."d!sappear~l. 

1' .. UandsoU.fJan4IQtt,QJ;'.HAn4 ou;ts:tnQYstry .POliCY 'tot .. Hew 
z..QIIMINZIER4i~c1lS$;j..on~per J{o.2S, (1~e.4J. 
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t"~Yl~.lllnthi., c;etatw:y'f_ucb"..beentbe .1:., Of 'the 
~.~ur1ngt ~ ~4ecn:.. ofb.!$tere.i,* .thatOQ.Q\lra 1:Q 
in4W1trl ••. Jlu.1t4 u;PQnlQngt~caplt)a1· tnv..,.tMJ)t~, . 

'Wenh4:n:c:>t ,btr.;Q·1,nto tbfdetai.l' •. of ".'bett.r~Q ,JalUlag_'""' 
IIftl\t. ~·vi"l,.'t.lt.tif._ .CIllt.n9. ,int~18cal .'.ondJlQn .. teryPQli~ .. 1. 
insUfficient ,tQ,,~11gntb.b19 'lndic;atQt.r.a~abl.3(npidlY',. UP; 
it .,' .btt, ,~.anr 'to 90 to~ 4i~ect interventioA In tb.torelgn 
~cb~JW:ket.,&v.....o"di.reQtl~t.J"V.nt;lon will ,,.ot.w<>rktQt' 
lpng 1Utl .. _ thetl.cal ~ aon.t"ry ,.t~ep 4.l'e ;QQn.l.t4ItAtwl~lt • 
. 1nt.nentlon l,.v.l •. ~,~' . 

~~U¢, .. »Oll~ "._til ~h.Qont.)tt Ul .,WhiCh .. :1~~ ;po11Qy 
,opel:'at •• ~ ·Tb«.~~liQt.ppX'Qachl. ~\lti~·wqMbnah 
lnt.~.~tionld.$crl~bY8Qllu<l .. '.hands ol1"nQ1:; band,Qlltal'.l •. 

,~.~.." ltpAgs=82J1Q,J:, 

~tt.olY,. the'"e, 1., til.,. 't;_ptationto ,put$\lG ,t!)e ,logia !Qt. th. 
opti_l, ta;rittreg:i .. ,; wh19b.uC;g •• t. .b8tte;t allocativ.perfor­
.. nC4:caJll; btt, ,at.tAined .' by a fJ:nely t\UJed ,_.t ,qf, interventions:. 
a<>Wev_J:1tl.' l;~l!"e to ,hav.~.,~equiredtnfo~tiQn" '~ in any 
ca •• 'tbe_Jtall .all~tlv.qain.of, ,so_ ,'ntervent:~on.·qan ,be' 
01'.r:wbe.l..-d', ,1nt·$u.b8t~ud:i"la~1ni8tJ:.tit)nana;,c~pllance .coatQ .. 
'tb.r.,: i$~l.olJ.n ,WI ju4gpent, 'ttle ,1ikelihoo4 . for .~ePQlit.iQ.l, 
~"'~\:",n,Q.1 ,procit .. to cl1.OQ.Glnt.xventio~ WbO$.aQtWll,pW:tll.Q~n.fi1: 
"~+J.l t«nt!ta ,bebeloVtbe: •• t:t.t:ed( andaclvocated) bfmetlt. 

JloweV,'er .th..tntct=_li)lt. . 'b; •• tsth"& po1nts.scmut~ot\f$not. 
pr.ohlbitlona.. .lnpUt1Clll.l:whe2:.tbe ,net .gaiu ar-.9X'-.ta 
P~Optllil.yconstruQte<l, Intex-vent1Qn would ,be'.uPPQrt~.tl . tor' 
,u.tance." , .. , bG,PPY ,to:_~t.:ll4dltlQnal i;qat1otlOll alcQhQl,.nd 
t;Qibacco: ,c:onsU*ptlqn, ontll. .ba$ia, of the ev.14ent ~ll~.xt.3';-
nalitl ••• 

_il., .. 1.t; ,i.d.ti~lCQl t toptescrltJe .»artlCUlar'inteX'Vent !Qlls for,. 
apclflc ind,1.lS~Y .WitbOllt ~ a.tall." .~na1Y8i8, of tn •. tn4ustrr 
.1tu.tlQll', 1ncludilU,J aBound •• pirical. und.~.tan4i;pg, theJ:e .ue 
lJO_g.netal 'rule. '" 

Pirsj;,the: greIJterCQnc:entratd.on.hol1ld. ·be· ,upgJ1 ,9cm~alint.J:'Ven~ 
t.ionll, .a~ ,at, lnclustN .qroups'x-«ther: . than:specl.ficfi~Qr 
:in4'U¢tY".@gt'Qups" !rAt •.. SUPP()J:t"QPb';ls1.upon 9.n~al ;ind.ustry 
ttalnlngprogruc" . upon the x •• e~cbco.ponentQtUD i: and 'upon 
pq1.1,cl..to .MJ:JIlQn!se !'ndusttyas$istanee. 

1.1, XJJ4ve: nQ' besitation in gJ;abQing "a; . child ,p"tting: tb • .i.r 
tinger. in :a ftre .... Hypret.rr..s;child;~",g.-ntappt:oachof 
.educatIon ·.ndpr,eventiC)l1C2Ut' ·:oe..pplted: a.,tt.r" 

II t ..... oI.r1 .. , 
~.i!>, 
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Sttcond, X·c.tonQtlUt,v •. Ai .loto! ~ •• ~ t()r th.' •••• ~. ;0(' .~ 
etf-=tlwrate Qt ,ca •• lst.nett, .tle.st'a. it, i., 'Wle41nRew 
.Z ... lan,ct. .It· ~.' .. too· .tatioan •. ppr:oacb., • .nclnU4sto I)e .. pqt in, _ 
\~~.lequl1im:i\Ul:CQnt.xtf,1I1ClJ¥U.Jl9:;tb.t. ,of . t1.c:aIDpact. 
How"".f!: lfan.c;ttvttYlUlSM .UA .. .u:ktAdlyout. . of . lift. wIth ,t~. 
:r: •• t Qf t:b •.. ~~ ' ... ;tsttl'lee' sbOQl4\ .bt· wlthdr.wn,~. COn~.lY;f 
tnt.~_tio •. Which . in~ ..... ~:.ct~:wl~Y'. ·DAte. ~lng ~P<llY: 
Gui;c>t lin. with, .u.tlcu: .ctlvttt_.~d!be.)!oidfK!. .' 

" TbJ."i. .....elOff.... X . ~o(t.. 'ta ... a iWQrlcinqd.t1aitionot 
tlJ~tQ..l.i.ty'f\'tQ~1=lUt·d_19n()ttn.t~.ntloll..lt aboU;ldnot be .. ~ 
W, 'COil'1.d:."~iJlQ into:'_ ~J;t~lls.dtln.nct.l .-otor~. ,p. 

AlIllQ ·When: .• ftlu.til19tb.b4m.t.i:~ of, intetvtntion,tb_ 41at:rtbtlt;1oD, 
of .. the. l)en.tita ..• hQtl14,b4t, ...... 4t4lt; ,It i. not .onlya:_tte:eof' 
.vo~41ng .tbe .t.ll.~.tb.t. an1nm: .... in nat1cnallnc .... i., .• Iyay. 
in .~pUJ>lic ,ban.fit.·"" l:U;.tJ!i .. tlonal ,~.nt '1:ol1n ttYf;luat1on 
._1_ ..... ltlvity&na1yat.'."to,· ...... ~.bW,:d_ot %'lu. ftlia: 
wp; 'tl). ~tfat.l U1!Qr .intl.~e· ft:.8crry nl •• , 'on ,coat ..... tlt 
alUl1Yt$1.,.Wb1cb'. ,l •• ~. t.~,tb. "Think ,B~9.de~cl.withi:b.;do'tmsi4. 
rlak Qt.l-.t all tbe.,jQJ:' PJ.;oj~ 1»1119 '))Qrn. bytb.~tJWn.~· 

. '~lncttb~$. l:~b, olJ;· ... auring; ·;the. U~Qt lntel:VentioQ i. the 
r~ltiQntbat ·t(Jr .• nX'i.tY'Qf~eqo_, ,.o!,,'otwblcb, {".hot 
pattiC\llt!;cly ·Gono.l.c;:b\tt .eyfQJ: ·soclal.Jld _vlro ... n~l;r .. ~ .. ; 
"'"~>' •• ~~ewill .. l>e' 1nt.1:'V.ntions,wl1ir.:b .. 1'\~vo.14flblyhaV.wunte"ed, 
s14 •• Cf~~ ... 11oJ: In.tancG, . J:: dO. not know Vb~ttb';Ulttf.1~tlon 
1'.-tor .. the qaa ._yw •. t$(,;lnv •• tMntlncOM~~tcu btl ... ute! ,. 
tQat .Ii.t. 4.t*t:ort., .l:l1v ••. taent ;tieci.ion. an4,f,,11.1nq ,refoOioftba, 
ttl.lCtltiC)ft ,so_ ;ft.U:tbCl~int.t'Y.ntlC)QS .,ba .:i,uatifle4.Tbi"gl".4 
.~, •. 1:hir1l,~.~son:, fo~' intervention: ,to ·,-.110rat.' U. 'J.llPlct.Qt 
coth.~'1nt.nemt.f.Qn.,whlcha~e; .1~t"j.tifie4,in tb.11:.QWlt ,right~ 

':orwhle.h tor ,pol1ticalr:~asoNJc.nnct ,be ·w.ithdt'awn ... 

tT:b« fQ~rtb.CP:OllP Qf :x.aaQa •. ;for IntQINenti.on .• l..\rJ:ouncl;th ... lnebllity ... 
tor'f.\n~ial_~k.ts: tQ dealwithtb_ lQng.tet;or.RQrnee4 ... 4Qpt 
ttt.. vlew tbat .unifOQ; .d1.cotmt!ng xeflecblbQw tl._bQ11Idlle, 
.bIlrn11ed.,.v.n when' ,the"'. l$no,t.mcottaint.y. Tbi •• u.gggta tl1.at 
g'Qvel'.1Ulent '.Y: ))e.:prQperlyln'lQlved ·inth..ti.ulua ;¢lflo~ tet'll 
,inveat..nt,and, •• vingflt -' .. ~dtb.d,is(;Qura9 ... nt ." otsbor.:t . tent, 
inva.tllel'ltondciisinv •• tJlent.,liowevertbe eerller. :r_.rks o.f 
'Insuring ··,th •. pJ:l"ate .$ectot'l;>earsa fairIJbar_ .. Qf.tber!sks .ar. 
:particularly'pettinant h.~e, nQting that.aproperlytqnct1onlng ta¥ 

."1e .. S.hstOD,3'h, .IRpa¢t .OfB{;OJ)OMlcLiRltfl1ilot lgn .90 
,conraic'Jf'lfIX!1hPapor to· .. NZPQconf4t:tftnce.'on .SOQlall'Olic:y . and 
,lneqqali ty£nAwst:ra1'1aandNew'Zealand,·WellingtQn,lfoveJeber 1988~ 

~!8.:H.)k$ton,: 'b1n}ting .. lig6boutBcQoc11cs ....• nd ·QRttltiona 
·, .... tch, .. p$Pf,tr to .the AGH'ofthe Wellington Op8:tatj:onG .Researoh 

·SOC:.1et,ty, Octobe:r:1988. 
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,.!#St .. CQ' he ,...tUl .. ans '·Qt .a.J;lo.catinggaina, ··ana. ,1011 •• a, 

'lf~, .wb.tCli. ···.an.lndus1;ry .:1*. 1n's~QCg, .long. tea.astruc;tural 
Qtlflb:.c;tlop" OJ: !nnftd Q!' ratlonali •• tlon" .9Q1l~ involV •• ant 
wlt.ftt:li_ :priY'.t.·~orJtAY ,be.pptQP~l.te. Thi- 18,1lOi:.Qnly .'. to 
." .... t!I- :.001.1q01$t$·,b\lt . it. .. y 1_dto.'.b:o~:rco~t1ttv. 
01.ltcOll8~!111 •• 1t.J:1l.t~v._y1'Mt, • PJ"lnt •• 4ICto~~Qnopoly .1:Q . ca.t'J:Y . 
out . ttl, •. J::'''b:UQtllrln9~. Whi.Qll. .-y: 1n: the lQngirun~.lptul to 
~.l.t,ed: in<tustr,tes an4CQn ..... r... 

M1fi$~J\Q.·X ·bave in!.ln4,lsth.'n~ to.ra .• jQJ: norq.an1$l\tlon 
of t4e __ ~ pt'QC ••• lng .. in#ustry. wtthoUt. qQv.:rn-ent:ln~olv ... nt.;f.:t 
1.' l.n.ly to.be·4.1ayOCl" in,pt, ·ant! .. \Ult'esolv.d:. !lav~ •• idtbat 
tb.9QV~t it"elf nae4s, to walt !UJd:~~lth~.l •• Qfficient 
CQ~~t .. ;tX'QJl:UepJ.'lvat •. qctor,ancl. :need$ to.nl$U1;e its' 
fimmg~~l invQlvoMnt .1. ".11 <lef1n'.:t land lia1t.:s.", 

~1l.' lust1t1~t1on. to): ... $ueh. involv ... nt .1s. 'tbe ...•• YlIMtriin 
ltxp.anslQn .Jl({c.ontraotl0nf. :known.__ the.hy.t'lrUi$,. etfltCt.1

! . In 
particular contr~ctions tenctto lnyolve 9rcaateJ:: .in4.tllYX"igi41ty .. 
tl1e.n.xpQl$ion. 

Utt4~kly.ing X'igldlty .in a. lIarket Q~,tn4\l$try, 'Wb!dt 1. severe ano· 
CJlMOt ber.'''Qlved' by J.nc~Qasin9 .th.Qo.pet1tive$~tureof th~ 
'llUk_t •.... ~$. a s:1xt.b?!"asQn,tQ'I: intervfuAtion.Th. )lQl$tQvident atea 

"'" tb,i$~~t.ent;' In ,1$thelaPotU:" .~k(1tt. ~et;. i. a :~¢ul;lu· 
~Qlte.t~ist .p7:e.Q~iptl()n t·or' .. 1a.boW:,Il~k.t.Wbi~ '~JIOunt$ to 
convt':!rting, thQ into' . t.inCUloial. lIl¢k.t... . Belll .. pt)Qpleare· not 
fin~nc.t{ll p~per;:atte"pt:1ng to tree.ttb.. a$tS.uch 1$. fatucn~s~· 

1U\otbet· aro~ wbliU:'e th~.qnet.ti.$tpr.er1ptloll$ ba.vebeenle3d1ng 
t.o; worl:Yi~9' r.j.gldlt.i~s i$ incpm~t/ ~ion$P011c:y.~ehas~.n 
lncreasin9' . con¢ent~~tiQn in $0_ ,teYJlarkets I. ..... i).lcll.lding ·Qnes 
int.t.tely 1nvQlv~ tn,~ppplyin(f t~ ,.nd :pu1!'Qb~slngfr().the ;fc;ll"a, 
8«Q1:0r.. In 'Q.e(:A.~s l.t lsharc# dottQ conolgde ·t.b4t.ark~d:. has .... 
):e.cbea til_point .of .• Qr.Qpqllsai;iQn. Yet there: is little prot$ctiQn 
toc;onB,\U.teX's ~nQ $llpplier$ ·fto.JIl:.$ue,:h,(lQJllnanee .. 

HQre .geneJ;'allY', in't;etventi()il tQPX'QIlQte qQlRpeti.tion or to regulate 
an unqQ.PQ~j.tl,V$ .~rlCEtt :1s a$ev~ntb rea$Qn fo>:, int$tventiQn~ 
s~ctut"al1$tspX"etel" 'U~kQt '¢CJltl~t~tic;~, but ,acc,~ptth~t: th~~. lllay 
bf.l, UOQCl te~$QllS ;for ,~noPQlies. In tb'~ .latterc.$f!; itllak.$flO 
.$.n.. tQ~llow'~n()PQly t and then .x~ot 'lQfl~~~tc::o~pet1tiqn ,to 
'regulate it. . , 

;An: . i.pcu;tantsCllrceof monopaly c.~n.;bf;;le)(teX'nal .factor.s. FQJ;" 
instance in :~ :$tudy .Qf thepairy Beard :1 concluded ~t give.n .. the 
$truQtUJ:t#, ot thtlWQrldIU!l~kEl"., 3,nd giv~n .th$ 'eoQ9n .. carx-i.e);:' 
o.$Sl?f.!c;tOf dal.1:Yproce$sing in ~O$J', regiQn~the pre$ent ex.t~rnally 
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" ~9ho~,1~$tic ,,$~Q,t\¢El :ot"o~ "oaity inQq$1;ryw~$ ·.not, .tQQwrong-'.:~ . 
'Ho~e.gen.:pallY ·.~~al· tJ;ad~.pol.tpyi$ a :~eason '('n~~ :e19bt) .fOJ/ . 

. ind~Q~"P01:i~.. ' , " 

Pj~lUll.ly. 'tbet." a.~e,the' $t~n4al:r1 ~11(.l(:At~vet"G,lu$Qn$tQ;r:1n$ene.nt;Qn ' 
Qf ,e~tw:na11tl,.,t ,eQo"n()~ie.,QfQ¢~lfl, ,lUtQt)rtG,lt,1;t.1t1ntQr.~d;i9n~1 
~$(lc:t,etlctes.n4', tt,;l~~6ttQncQ$t$·~,\ ,:tn th~pa$t.. ,the:r;e$dQns fQt" 
tbe$e,~4'$o...t·!~$trmaqg.X'AtE!g; l>~ ~~V;~~-tb~le~~ tb.te ~re 
QQ(;.$~Qns wbfqi1,1.tbe2i.,,2Jre 1:'.lQvant.,~EJ~$pn$.", .. , 

Al'tog.t.he~" 'thftu:, h$te¢~ n.tn. gene!:'a.l, ~.tt~Qns,t()l:' ind'b3ttYPPliey 
'l~, in.t~rvent19natJ .. il9Qnert;\1 l~vel. J:Ai!b,e1! 'tnanEip8Qttic. 

levo11. ..,' . " 
2., .Wh$n$e.~iX,lg:n$utralitY:Ju,·e ~$witllC4utiQn~nd An 

'tUlder:$tl;U').dlnq of 'ttl~,.ir ,Qf:)tic1encies l"wh.n~s~ngp~Q:l~.valuati,on 
cl"tteri~; to', "inclut;\$ ,:(listx:-tbtlt;;Lonell impacts .".nd :tis't. inc;idenc;t); 

311 '1;1; .ay be n~C;~$sa:n" to 1nttn:venfol ~b QeltoJ:Qt~I'1nt,e"en"" 
'tiQn$ 'gOl: ,$o.e"i,~l( envi:r:()n.ent~l, Q~ :Qth~ puxpo$~n;i o~ tn 'o1;,\"e1: 
_X'lce,t$,~ 

4 . ., . 'the 1nabil.i tyoftinanc;,lallDaJ:ket$ 'todfiJal with the .long 
t$l;1Il·1Ul1··..,.· ,~. ',;z;-eason toJ.; lint~rtentlQn; 

~,~ ·,en tn(1u$tt;yitt$i;rongcpntl:'$Qt:19nQr innee4 ot: ~atipnal­
j.,s~tlon_yne~d ~$$i:$tan¢et 

6. , 1ndu$tl+'ie$ :and.~rk4!!tssutf~~ing s~v~arig.1dity:wbic;:b 
-Q~nnQtQth.rw1selPe'~v()ideQ 'llt"~~~ndidat4;t$fox:: interV_ntlQn; 

,'. a~ ~e~ea$llre$,tppJ;."o.C)te :<!o_pe,t1 t:tonand ~e.9Ql~te 
$CrtQpol.1;' . 

. " '$... .J1xte;rnal, tt'adePQ11oy baeto ,~, link~ in 'with, an 
1JlQU$trypollc;y: 

9 .. -' t:b~J; •. ~t'e th~~d::an<1aX'q \.~:r:}(.t; ~all:uX~El' ':rea$Q~':J. 

;Tl1e: l~.$t, i$,Utlllkely ·to ·be't:omprehensive;-.rket~~alitie$have :en 
abil.ttybi s~priseecQnomietbeo:ci.st$~ HQlie ,important e.8Qb, iSa 
reason' that, .~Y, justi-fy intervention.. . The .cf.111tiQn$ ,against 
.excessiv~ interventic.>Xl _\lsi: ,J:Je, .$t:t"e$sea •. O1.le QnlY.has tp l~QJtat ... 
th$~ppallingeponoJatc:.mauagelaent.of th~~netar!.stsov~~the~~$t 
f.~W. ye,,-r$,1 Alldof t1:'aQ,1.tlQnali$t$. before 1:hQ.tQ, ·Pe· verz awa~et.hat 
there. i$ '4gQve:rnmentfailQX'$' 8swellas ll.l~rl(et fa,11~e •. 

Howtbeseprineiplesshould, be ,~ppll$d tQtbe a.grlcQlt~~linQustry 
l$ , OJ1ts.id~ ,the .b;'iefot this p~pel:'.. In anyc~se speoitiQ ind\lst17 
P011Cf4$s1gnreqU~.re$$~ciali$t~? But '.'., ... , ' 

~, th~:re slloU1.(l: be .an ,indu$tl;YpoliQYfc)'~ agrl.cultu:r:e.: 
l!:Wil tber~$liol;41<l ,~, a..nagt'i<;::ultural~cQno~ics profeSsion; 
~ they shOUldhaveconter$nce:s •. 

JIi B:" H .. Bastoll,"ShoUld tha, New Zealand Dait"ltBQard Remain a 
'statutQrr 'Hqnopoly?" in Hew Zealand Dairy 130ar.-d, }3PQkgt;Qundand 
,persPtxtiUi,Febf:'tlaq 1988. 
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