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Abstract 

'Ove~' . tbepQ't:b~d from the .• late:;,event1es· tbroug:htQ' th~$tJ.r;Ly ,.ightie$'; 

. Nzagx:-:J.eultux:e .receivedh1gh levels ot 'aQs!$tancef~QlJ.\ th~Gov~iTmte1)t. 
MUQbQf tb~Bassi~tanc$ wa:Jnot: .:1on 'tbe fO,J:m·of d1~ectt:ran$fe:r$tPut 

tltr.o-ug}l,thel sllbeidil!led.px:ovls19nand. ~rlc1ngp£GQvermnent $.e;vlces .. 

I! " 

The ,LabQurGoV'e:r:ntnent bl:Qut;;Jbta change in . the iU5sistanc.e .. env.i;:oJUQent .• 

'Sconom1Q: policies favou,~ed 'ao.h1ev1n9,,~oQnomic 'gx:owtb ,1>1' inQJ:e~s11lg 

·~cQ.nomy"l""l~d..eefticiency • Government began . to .witbd1!'a~d1:r:ect 'as$;l~ta:n¢" 
·m~as\n;esto agr.tcttltul:eand moyedtowar4s using bud9'~ta~.:mean$" ana 
regulationnlol,;etomax!tt.!~i.seefflo:t.encyby enabling .best .QPe:ra:~iQnofthe 

~;-ket m~<;:han~$l1\s '- Gov~~nment dep~l;tntents bav~haci ependingliJDit~ 

jJtllX'>$ed :and. anybudgeta:cycosts 'over: an(iabQve 'i;be$e' .limits/and. . a].'J, 

cost.s·in th~ case.ofSOEs., . ~l;.e t<r' t)e:r;eeQve:r::~c;t by ~lexnent1ng- u$el:;~p~Y$ 

prine;i.ple~ .We have E)xantined; .tb.,. :effe<;:t. <>ftbese ebang~si.n four key 

a.:r::eas,: ~n~J:.actionand qual:ant1ne .se.7;Vices; :t'es~arObanddevelopment;· 

~ral, ~$Jld1ng; and ~al $e:rvicQ$ (water,.elec:ttic1ty, x:<>ad$) •. 

Witn1n the a.rea.. of 1nspection$erv1ees, meat . .inspe·ction hasbeentnOved 

to a.twQ .... tbir~scost recove~l:>as~s ,and theefficieneyofthe ()pera,tion. 

bas increa$eds~gnifieantly • Resea:r:cll . bas only ~xpe;r:;J.enQeq .. small.cut$ 

in real. spending, but a 'Il\uchg-xeate:r:. impact ba.s been seen in the 

developmentCJ.lldextensioIia:r:~as. Rtu:al lencUng;ratesarebeing 

. .i,ncreas$dtQ align wi thma'rket;r:ates. Tlle:ra wa$ .no reCll c;hange in 

intere.st .assistanc·e up to )'986 as market . ratE;t$also :1xtQx;eCised. . Since 

tb~n"this qap ba$ cl.osed;rasulting- in l1ighar. finance ·costs to .. fat'mers 

relati 'V'e tothe~a$tofth.e .. economy ~Some rur~lse:t:vice su.bsi<U.es h.ave 

betinr~ov~d "put ;tis st:lll tooearlytQ f\llly guaqe theef~ects" 

l~eC!entcbanqe$ ;inh.:.ti.denassi.st~ce CQlllc.t have ·significant effects, 

perhaps as; large, as W:L:;~ ~.~~':' "'trectassistance measures, on vi~ility of 

fatm enterpri$es .. 
.. 

'I'heimpllcations fox;tlle ~ral Sactorof these changes are many .• 
Initial inCrease in.co$tsofservices to/farmers will .resultfrom the 

appl~cat1on . of uSe~pays 'I!.. lIQW'ever., these inc~eases may be offset .by 

"costsaV'ing$ ~:r:(>m both' a) cutting . services no 10n9'e:r demanded and l» 

increases lnef.i:ic::iency of the~ema1nin9'services.. The J:'elationsbip 

betw:eenthe rutalsectorand tlle proVid.erof theservj.ces .i'~ c:nanging 

.a:.s,thefarm$r~ nave more sa.y !nthe provision of $el:Vices III 

*' 'l'be' views express~d !p.t:nispaper· are' tbOsEJo·fthea.uthorfJ and do ' 

not necef!u~arily ~efle¢t.tbe official view .of thaMinistx:y of 

1lrrriculture ,and Fishe.):'ies. 
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L·.'~,;t!1 .!B~Ck.g~?und.,at1dEn?~r~nme~t, \. 
~, ,)<,; ':<,~:'.., - -'. - - ' }.'\ ,. 

f, " " "~~l\$;PQ$t.~~tN~W t~alanC1.~,eonQ~jtib~$ beencbarcHlte}!1~~ l)YaQ', '" ;" C; 

~a~.;1Q\llt~.1~1.· ••. ~a$ed: .. ~.,,;, "lZt~n9:' $$.-eto,.:t; iPld ..•. :a.,<sma.,. :l.,",lt!.1J;.,c~Vll.",lY;,P. ,.U>.' t. ~q.t .... -~.~r, , ' " .,'-' 
t :ma~~taQt\\~i1n<1sect6~~ 'St'ataQ,.a~;of ,:bQ:th~jo.t'pp~~~:t<:it.l ,p~±ei.;) . ,,' 
I dut\lng: tbe ,pa;t'~C)d: tQ .198''1 i,nol\.1d.$d:fQl'~,~c;v\ ~~ehange;'(I~~e:s(;u:vq.tj.Qn,' and t~~ 
f" ,. ,. d~v~lOptnent. Qf amanufaotu:r:ltu;r:$ect.(i~ ., to ta..Cllttata. :£~~_gloynt~nt. ,,' 

. polic1~s •. " ' tJnfo~tunateiy tbe·~~t ,~e~ultQf~QllqW1n(.r<~b~.$pOl~.ct~p:· 'lMl$' 
):)e~n ~. l$t~ad.y·d.~tQ;r:~()l:a.t1,()n 'O~-~Etw·~(Jalanclf$ .telativ'ilQt~~t4of' l ' 

li,,;Lnq. ,' .. AlthoUg,b. the lt~t1on.~1 GOve;nxnent had.$tatt~· ·an ~.~onom1d 
li~,l;all$.~tiQn,. PrQ,g~axilme d.n"Qf1le a::ea~ dUt'1t1Cltll~~4 J.$70')t $,- d,.t'wasn:"t 
unt1a.'t~ecb.ang~Qf· powe:t;; f.nquly .19a4that .tb~ new' :E,al>Q\u:GQv~t1Ullept 
embarked upQn 9n ~c:c~le~C!1teQ: 1?togtamme: ·Qi .. cac;::~nQm1Q libel;'a~; .. $at1ol'h 1'hta 
$t~1:eClobjaoti.ves ot-the prog'raIlltl1~ :ha., be ell n\~blUt~g .~9wtll tbr.o\1gh 
,~nhancedecQnotn1o ~f~j;:c1~ncy. acb1~V'~ ~¥. ;-emQvlng QJ.$·tcl):t1ona to tbe 
~CQn()Jnyand, 'l:'edue1ng: iG'9vermn~X)t .,~p$n~ng-: 

'l'bf.$: p~.ogramme ~as:made, .t:adl.Qal. t~f9~ ~dro.~$ a1l.$$Qtors, .bow~ver JJUU1Y 
oftha !n:J.ti~l,majo:r; intpaot,;we;rellpi:)tJ tlle a9J:'1¢ql't'Q~al$eeto,1t. ~l,t¢b 'of 
th~ ~l';ev:ipu$'·a:~u(;i$ta.nq,e toag~:J.c~lture .has been l:emoveda~dGo't¥e~nmt:!nt:'$ 
l:el,~t;:Qn$n!p w1tb the ,$.ectQr ha~ch~gedt' .... AsuQset. 9~ tb1$a$$j.$tallce 

·,hadl'.1een .a. $e~l~so,f poliqlesp~ovid.j.'ng:~ub$idi~~d. ,.$e;r:vlce$t(t 
,ag~;L(:lllt\U:e,and.tbQ:;uX'al , se,etQ~". ·A1thoU9b much. has. b$$nwritt.enoll 
dix-eot t:u:1c~SUPP()l;tS; t'OCl.9:r::te1.11t1,ll:'e"t1t~ 1~su.e: o~ 'GQv~rnmf;\nt'~ub$~dised 
Pt'Q1r:ls.~on OfS.Bl:viC$s bas beE!nl~l:9'el;Y ignp;r;ed..· .' 

Gbve;aunents hadh.1stotical~y ;'ntel:Vened i'n, 'tba p~ovj,-s:l.on 'Qf:s~Pli.c~s;1;.o 
agr1~\lltu.1:ein. tbree :tn~jor waya,;by', public. conduct; . ..1)y puQliefunding; 
and~ bl'S$.ttinq legal' and re91llatQry frattlework~ . and . theec'pno~¢ .cl:iIJtate· 
in wb.l'oh the services. are: pr()vided.~. Up, t:1111984t:h~;. eillpbas1s was 
plac~d ,on, ·a;'l dQ.Jllinantr'ole for pu))li'Ccon;Q~Qt. . and funding.. . !l'h$eCoPOJnj.a 
liber.alisation pr()9'x;'~e has shifted>tll~~Phgsls'towatds.greatel;, 
';nvQlvement bYbenet'iQiariesancllllQ%'eeIJlPh~$j.$Qn ~nllancing9,Vel:al.l. 
et;f'iQiencYl\!'henaw~pp):Qac:lt ,will. be. sb,own. 'tope .onewhicb . l'e 1 iet;l' , 
mainly on lllal:ket ~d: pr;i.vat$:meoban1sJl\$ ,~~Q deternrl:ne 'the level$o~ 
invest.mant,ttlWbQ.te level$ar:e:tnapprop~~a:t:~'Go,ve,tnmentmay 'USe policy 
'tools !tQ'Cl;eate, an ~nvixoDAlent whE,l~e ~e$O\lrceso~n be allocated tnorG: 
eff;tc;~entlY.· 

1·~2 The Problem '~Key:' Issues 

It 'neeQ~lto ,be. xoeeognisQd th~ta ". dj.v.-e,rse !grQ~p;ofo;t;gan~~ations.~xi$t 
'wh:tcb. can and (iQDPtb. ,conductandft.md the p~Qvi~ion, Qf~etv1ce$ .to 
agr!eultu;t;e. '. ~c()nonttc $ffieiency. i$ us,uallyenhaneedt t.hough,. i£the 

, 'benefioiar1es aremo:t:'e cloSely al.iqned ,to the£\4nder:. . .. 'lhefirst issue 
to be ~cunined. i$'the4om1nence Of conduct by Governmentaqenciesitla 
numbe:z: of key a~eaS ,and the. PQs.s.l.ble ;transfer .of respons.ib1lities totbe 
prtva1;~ seato;::. 

WJ'lesecond iS$ue is.tnatqt :fundin9't! Spt;!ciftcally we need toa~kwho 
. sbo111~paYI and hoW' $bolll.cl tbose'fUn(1$ be: ~ai~ed?The apPX'oprlabl11.,ty 
-Of l;)ene.fit3fsa k~y 3..S$llt:l; and ~Qvetnment.$ can influence.tb.lfh 
'No+eove:rtifinQ,ivi<1uals. or industry' ,group benefio1arie,sca.n be 
id~ntifi~d.t. ,tbenf\Ul4ingp:r:obl!ems may .l:>e minind.sed by' \\$e of levies .. 
'I'he .~fficient, mechanislU$fQ:r User-pays .. thu~ l).;come$ a$l.lb~iss.ue,o.ft:hi$ 
$tuc;ly. 

1'h~ ftnal ~nd maJorifJsuetQ b~addre$sed ;i.nth:t$pap~r conca=-nsthe 
,po11ay ,1nitiativ~~aval.labletoGovermnent to· ,enbanc.e ove:r:c;lll economie 



,2 
/j 

." .fficlen~, :by's.t.t1ng: th~:'~J\v~tottnl~ntJ ·'fQ~'th.P~ov~.iQtlOt$IU::vlQ'$, ;'0' 
~:~l!,lCllltul:el'i K_y ~$pt;ct$,Qf tlrl;$ i:~u.i$~e include· ~Q~$ i;;Q .• £tparate tll., 
"djUnd>(fun~g)" ·~d.$upply ;(4ond.UQtl %ol;.~$QfGQVEt~n1:.d'~t,. 
" ~cl to,:inc;tea$:$ t:'1:an$pa:~hQ~ a~ul1 aceountab111't:Y.i ,!bt ;$ff1ct.net , , " 
ob~,.cttv., a180 flo~),to ~oltcy.: ,a~:t;tOl\~, wbich bav., .~.~t.4 ,otl,tb. ,1~ 
•. eI. '.~.9Ulf.totY' ftara.W:9~·."k$~nd ·xnQ,.e~tb ,1nQ;r;eas.~tb.' ~app:r:Qptl~11tty Q~ 
t'_$~lts"t ' .:"'), " 

. , 

3Ixamgl:e$ wb_~ .such pO,Ucie$, baft,).)eet~ tntrodugEKta~., d.e$Crl;b$d;in ·an, 
.2.J.ttfUrl.Pt. to, ,8h()w the ~l~tat!01\ t)fpo11Qt$s_<;tb.l:'eJlltt~g, , " . 
j)np11cat1Qtts; 'Qn, til. .g::icU1.tU::~:L~eQtoX'. :~' . 

, r~ . ''--'~'" 

1.3' out1!neof ,the Anal.ysis, 
\' . c' , ., .,$ . ".' , , 

In tba ,tQllowing··$~ct~onof ;t.h~ paper: wee~_ll:e, "~~",rat$()rUtl_be!d:n4 
th~,e¢QnQmic: ,polJ:.:cl$$ .bleh :hav$· be~n d$vel,Qped.'tbi$t:heor~ti<:al, ,,' 
e)taml.nationQ£ tb. rationalll f~;J::1GQv~rlUl'\en.t inte~ntiQa,~hen ptovj:<lea·a 
framawo~k fQl: the, ~~~tla.t1on at ca$. '$tudle,$ ,Qt ;imPle!l_ntat:ton in ~Q\U:' 
topical .1:~as.. , ,'l!hec.;s~~tu(ii~$:, :chosen;" a~.meat ,itl'~ection, " ," 
$cp:.ic~ltu~al· X'~s.eax:ch .an4 (iev.Qloprnent, ~~U, lendl1t9'~.rvice$' .~titbe 
'~;;a)$e;cvlQe$Qfe:!(Jctl:~citYt, ,-t~~t ,tel.pbQX\$$" pd l:Qa~ng..r~n~l:y, 
th~Utpl;lcations;f();- ,agr;tc'\lltUt..ind th$;.effeQt!v$UQ$$ Q~l?QliC;i a.o'ie$ 
a~~d.1sCll$sC!,d..~lle$e d:J.ec~~uflQn$ar_p~llt1U.narx on~~"a$ .~y'~f: thfll 
t~fo;m$ :aX-fa ~n1.Y l'ar:tly 1mpl~~nte4 ',and,PtlV:ate ,'$l)ctQl;', ~djustmtnl:s 
":1,.nc~lete. 'It ,_b.ould. bQ, nQte.Q.,that:. it is'd,if:;!Qlll·t to ~epE);ratfl;'pQl:L9Y 
.eft'~¢t$ ~romQthE!1: a(:lju:?tm4antsge~~,tn9":lnail=1cult~e ~ttb1$t~ .. 



2' ·,UftCMUa ~&cCIf(IUC~' 
" . ," ',q., .3 "'". _, ,." . """ .. ' .. i, ',_ , ."." "~ 

2.1 Ef~io~e.nsYo1,lj,.~ti~. 
;$CQn~c ag-ent$ ;depRdi9n ~~k,.t.i~~#s t9,.x.. Qer::.J.,.ions· ~t 
(allQQat1ng; ,~&$,Q<grce$ "eff:1:cientlY.> 'Tb ... ~lt.t ,t'd.l~~eJ', apptoaQbQ "ute 
,QU.t by' :~l:OW " (196~., .1'~P) .. su9g_sl;$ t!1a.t ,~vet..tmt: :lnt.rv.~tiotl.boUld 
'be, \lncl,"ak$l\ ·tQ£mPX'ov~;tb. alloQ;1tion Q~ ;;,sQuJ."ces·1fbe2:.fot' '"' va;1etty 

i Q~ t'Q$QQ' .CQ~ot$:.t~v~' eootlOltl17do.$ :llot;Lnvest :1n, theoptl.u -..otmt 
of ,s.i:.Vi~lJ., ,.~be~kGt ~fallu:r.~~nt ud:·th. :Xl$tQ'to ·c:~n$.t. 
fa'l::(O;e~s' .tQX"d1$tottiotl,$ elsewhel:~ tnthe, fa¢Qnom)·weJieth. p:tinc1pal 
justif,1Qat!Qn$ !Qt, ,blJto.1;'tQal;1nt.l;Ve~t.ton. 

ia11Ul;e':Q~~~'k$t$ .maY~'8ulet~omth.p1:.$Qne. oteltte1:l.1a1tt:ies. 
Wbe,n. ,~asQ~~c(ts" \Xse.c);o·toutpttt,$'" ptQduc.oa~ •. not CQX,:rectly V.lu.~by ,the 
,_t'k~t.miQll'$.,;ls $xPecte4 tp Q.cc\l:;\.CQ1;t$q.e~i:Y'~,ad:~on may 'be;-8qlU.l:ed 
In $U,c;!l".~Q~!Je to .allpcat.(.) tbeJ:'$()u~ce$~ftl(;1ently in .ac;:cQrdanee with 
·t~e1t ~rket "alu~~,.~~lityStanc3.l:4~ fOt! 9'Qoqso~the ,~p.v;1;r,OqantL 
:ili:e ~a.pl~Q., ~en ,;i.nl . :pexfectly ,fl.ltlction:U1g ~rkt:lt$f' quallty'stalldax:cis, 
~ystiU, not. .(;l~t pllb11:c ~ectat:i.Qn,,,, Xntenention 1$;l'le~d tQset 
,.p@11clya~qept~1~' levels enforc"ablebl!:law. 

!towevQt, .. ' tn$ ;~r-kei; ,failure, appX:Qacb dQJin"not .. ptov1d$ the· ,eoapl.te 
anU$rs±nc~:'tfb11E)' GQve:mment~ ,,tnt.sX,;'VeuEb .. ,t·t;.leavelunan,swered tl1eke,!f 
1:!us~esQf ·tg 'what lev*,l.$and by'which ,means. 

Conaistent witll tbe l1be~aij.~at~Q,n pX'Q9ram~j.$, the;n~ad.,' to.CUJlin~. the 
p~QV~sion.Q.fGQv~l;:mn •. nt ,se;'V'~ce8us.inq v ~h~'transact~()n coats#app.roach. 
p~1m~il~a$$oc~atec1 with: theWl111amson (1985) and :8~umol,(19 .. 86);. .'flUs 
aPPl;Qach' ,;1'8 PC1~ed ,onthebelief'that'lllarket !ailUl:e' ~u:1se$, becau8.eof 
thQP~e$enc:e'Of:t;anaact1on ·c;Q$ts wMchqonstta~no:r:·pi:ev~p.t,the 
e~ch.ang$of'9ocxl:J and ~$rvice8~ .'l'hi$approacb.,Qball.eng$~ tbe,i.\\ltOli£at1Q 
:r:~~C)nse !Qf tb~!. :market f.ailur., ·th,~ol;Ytbat Government .intenention l.s 
mandatQry~ . ,In$t~ad. it ~anU.n$$ thQ:so.u%'Qe Qfma:ck$t~failure~d 
tncU.cate~where ':pr1vat~o;J: :public8eeto~" ,t\lnQing: wil~be;J:no~e etficien,t;. 
~tQQnclude~that.tb~ publiQsectQris 11lcely to have a l.e:$~e~;r:ole.in 
;funding-and tS>ilQ.UCt,Pu.t iamQre usefully engaged., j.n poll.Qie~tQ :reQuCQ 
t~an~a,ct;iQn e08t$fa.elngprlv~tesector :1nve8t.or$~ 

~ppX'opriC1bl11ty l;"efe;r:s to thed~gt:ee tQwbtch f~ders cansecurG tbe 
tet.\l~S; "of ,tbeixo ,activi1:Y, and thecQ$tQf' ~nfQJ;¢em.E)nt~sat%:.ne~ct1on 
east.. ';t.;f£ixms(p;'QCluceJ.:$) cannot~$(:~;f!the. retllrns:'to·tb.ei:z: 
a¢tiv~ties tben.pr,lv~te propu:ty right.s nl<lY n~ecit.Q :be enforQed.Thls 
QanbeAc,hieve<l tb~ougb:Qne' of s.evex:alwC;ly~.: givoEl :riglrt;$. ;to.exclUde 
otbelZs;g~ve):it;jl1tstoextrac.t e~clusive, ,incoJt\E\; gi.VEt l:'lght.:$to t~an$fe~ 
Q;-~)(ebal1ge tb$ prope~y. 

2:.2'l:nvolve~J'Lt:-'Jl.r0vision vsSettlnst 

A$$um1ngthe.re 1$, a eaSe fQrGdve~ent involvement· int-lIe p:r;ivq.t,~ 
JUatkett4 . que.st~on $t111aris9$ .,astQ the extent of that" 1nV'c>lvetnQ1\t,. 
Jfhe c:lf!.greeof~nv¢.lve~nt, depends: on thec!.;cU1t\stan<::os of :the indu~try 
inqqe:3tion. 
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QU~t;i:M$l$S~ . 

QU~'l.!YQ)m;ROx. 

'!'1guJ:.!2:.'~U$.#,;tb~ :e~l.of_at itt'Plct1Qn 1:,0 'abO. ch. t,lg.;.liAvel3 
9·f ' iX\volv~nt,; i.n .~ e~~1Q<t~.. The,.· in~t~~an"u4it. ~ol.t ,t~ •• J'_n1: .. ,", 
:CQ1.:. ~n4 CQ~t:tQl 'l:Qla", .Sfltgt:b4A$J,';· a.t tba ~ttQUl 'tb.Qqu .. l'ty(.Q~tlt1:()l ~ol. 
£nvQlvG$ .tbQ ·a.ctuP:ld~liv.;ytJf' . WQrlt,i tl1.t.t ~st.Q~~ty1ng<tlJt tbfl. . (, 
;iA~ct~Qn W()l:'~., .Qua;t1ty~s$f;J$.ent$, .eQP$1(te:$., ,both the (It_v Z81l.nd. t-ud. 
oV.;'$,a$;e;Q't~~QilIneJlt8: 'to Bet .the: ~t~~tls wb$.ch, ,~e .. use~.ttb •.. ~ol)t.7:0l . 
';d;ag,$1" :r:.b:l~111 t-heaudlt :ql. ~BJ:Un.$ l>otl\,tlle ~Dtl:0l.andt ,ass.$smeflt. i 

~tag.s~ ,e~\ll=.ing.$tanclat~:~r:.metr_J)d.~ing );e~Q$.nC4\t1QJ.t$' tOt iUly 
, qhanqe~: i.:nthQs,ll$t_-:'tile" GQv.):1'lDle.nt ,coult;i..aa tllGP:z:_Yloq8GQV~t, 

<i1d" .~El·tnvQlvflJ<l at :al1 :th;t'ee'l_v.l&wh.x~; t;hey :=_ttbe s,taildud.i Qa~~ 
Ql;ttthe, ;!n:;sp:actlQJl wo~kand _~c:U;t. tll$'qpe~at1()n.,. ~ttb$ .othe~ ,*,l.¢~_e/ 
theYQQlJ:ldwj..t~d~jawt,o ju;~ttboaud1t,:stage .l;eav~n9tb. prQvl$10l\;Q,f tll. 
$en;:ce to' 'tbeprivate:~!t..t." , . 

*tb.ellew.$nvi~QM\~nt qU.e$tlQn$,~Qwlnvol1red.tbeGov~xnment;slloU:l(t.be1n 
the,pl:1:vate .U1Z~et$.. 'rhEJ 7:.~\llt :n$.$ btllen. ,to' e~~n~ 'tbe ~11catlQn$o,t 
~vtn9' tbG; (iQVe.tMtent t~a .en, a\ldit. Qnly:rol$, ~hi.$ n~w XQ1~ WQuld be· 'Qne 
iof·$et;t~nqtbe .~.$.' fQ~tbe.nnronn\ent ,tQ.ch.t.ve'~~~.ff1Qleno¥' 
and us5:ngbOthpl:£'VatefllnQ.i.ngand;,(uUy r;Qnt$.$t;l~lo CQndtlot, Qf 
~SSfl'SQlent ~n<i ",conttQl, 

~ •. 3F1lJl~nq 

~e :i$$U.$Q~.tund1n9.t$, very; separ(J.te' and ·difteX:entfxon\,. 'tllat ·of 
i:QVQlve;Q,$nt o~C;Qnduct... ;Notably,' acaSG forGQvEt%'mttont 1nvQl~nt 1tl 
th.e pr1 "at.~ 'IQa:d~~t.i 406.$ llQt. ,iJnpl.y ,a case .1!Q1: . Gctvet=ent '. fl.Ul(ij.n9~, 
~<lQ;c1ng~G()v$%nment '}:o.le, t9 tl)at ana\ldlt alQne1!f1ll$111.tt tbe'~u~4_n Qf 
p:tQvi$.lQrl and: fU.nQi~'il tOi tbe,pt'~:"ate :i1lal,t'ket,~!1'lie ltta'rl(et is. :better 
alJ.ocater of);e$¢UJ;CEu;,tbu$lncr$9E1es iTi,eff~cl~nQY" .. $~Qul.<i ~.S"lt. 

,,) 

lInpQs~fundlng lim1t~, ()n.tb~ df'!p~:(txn(;lnt$baV'e)':esultec1. .. ~n$itbe~,(a) I 

.l:.c1uc1ng th(l.S1.lpply Qftlltd:gQOdQl: s6;ovice,Q:c(b) Pflss;lnq. t4,eo.sts Q~ 
'PX'OV".id.ing

i 
tha;$erlj,ce$ on .to tb,ecQns~~r:! ,by 1Jnpl:eIllentl'nguser-paYQ·~ 

'J:'tUil use~-pays i>b11~$ol?hy .is notnec;essarily. anenQ, ~n itself, . but a . 
;me~· ,of l!eacbi.ngthe 9'C)q.~, .Qf;mot'~c.10~ely aligning benQf~ota)':1es.and 
fund(;lr~. . 

~bo$Q$e~1ce$ still p,,!'d,ng . (;onducte(l. ,by 'GQ'V'Elt.'nment :d~pal;trnent$are 
lQI),vlng,t.o .. ~ .. cQntest,ir,..,e .1ls.er .... payssYfltern,. l.ncreas.i.ng .effioienoy' and 
f'o;c1ng: cQmpet~t:f.onW'itb tbepr~V'at,e;.i~C\;Q~. 

~Q $Uft;un~ll:i$a' thG~.e :bave,))aentwo majo:r;intet~elat.$d, cbang'es1n 
Goveknment, int$rVent,ton~n New 'Ztea.land ·oV'e~tb$past t'ou~'yetil:~.,. 



u 

'ir4li~,'$~~1:lt • • tt!¢l.~1:it obj.¢tiv4~'t.hlj.v. *n~ tI) ... 
a'_~~:,*b'.CQMqQt,~tl Aln~lw~l4t:l '()f' '(jQVe=-Mt dt~~nt3· t}Jl:olNh '., 
in~\>(.tttM$P~tl\gyM(tIOOQ\1ntJ.btllty ~ , . 

"1; ,./1/, .. , . ., '.: •. " . , '" ,.' " "- .,' 

~ •• i~U4.q4~teql)vto~.\,f"1;Q~ 'balt~'tl 'tb.'lt1t');~Ol~~edQfl.Qf. ' 
~ . Go~n;.~QWC1nir.~UC~ ·d.p~Q\6nt .l;t.\1dg'te.,~d'~ttl. \:0 .the,.1 ••. ,,'of 

t1\. qt:pt,.~ ....... ·f~ •••.. ~~.,UCt1QIla. ttt'·'b.t. pub.11a·. ~fU'1(!!;ng· gtt t;Ql;tp1e4 w1.th. 
, 'lQOV •. ttl ;~t. '1W~;W~Y~t_.I' *V~ hal n,qtp:t:r. ....•... OJ JlCtlvattd: .OQ. 

, th •. l)a$~a/~t%t.CA1.:):.$t;-U~t:~; '.' b\\t;, "1., .f'ounae(t .'.1".' . '.' ..;~ .. to .:.nbaitc:. 
~yft .. ~l·.dQn~t: .f£1·(:.1en<:y~d: -CVJ1t.y., " ~]t) ,Atl~niitt~,:bttte,fiQl,.l'i." , 
~'\t~ ,t\md;bl!l '3QUr¢ •.• ,1t ~a.;,~e4 . tbat't:bQ$.~1~~g . "~11. dit,aely~d: 
'l\Q~ .... tl ~Q<»llAt~$llt.y,tt~~:::~-all:;. ~(ll;' ~~.y, ~n4 t~:t t.hQ •• llbootan4. 

. t.Q.l>en.~tt , sbpuld! ~'l>alt ~l' . to' .• ~l~.t., p;ropoaalt. . ... ~h.'q~9';.*t.l: 
~yolv~t,~QfQndin9' tr.t.:f?,;~g\1C~# ,Md pl:Qc:te.$Q:t8 ·w~l~~tO'~t. ':b_tt.~ 
P~Q;-$t,1eillg -of P~9~~·lJ. ·':1n4 ,~. ~bett~~ ~$ .• :~ Q~' tb.· GOv •. ~ml\.n~s 
cQ.nt~ib~t1Qn. . , 
'. ..' .;j 

H.llttl l1o'W,tl!$c'US$ tb~, .i#pUcat~Qn.t\t tb_'~lPQlic1.$ 'tntOlJt t.1~.$,' 
'w.b1a~ ~.~f)pl:e$'ntatiV9· Gfov*,;,all'Obangel' 1n'th~" $,6c:;;tOt.. . 



·,/,\ I) 

1)' 

o 

3',l:. ,His.torical 
"".iL'~ '.' .' • .... " .. ,' .'" ...... '. .."Y). ....' ..•. q .. 

fb,: 1.n.v91v_ftntot.(lQv.~J~t. ~~. ~ •. trU$p.ot~on.~1c •• ~$~iEKt, Qvat: 
tht, ye"$ $i~<":.'~h.t~~l .. ~tat~on,j,u~t ·p~l():tt. ~t<:f.tb.t.'Ql:n·~f t~_' , 

,qet,lt,ut:,·w. . '~.1o~ t.O· ·tll ... ~9S0$Gov'J:~ •. nt p;:Qv1dtd t~ ·$~"1te.t;J . :~ll.; 
·f~.4($u9tbo);11.l1Y t~ l1\,,~t.w~1.:k.$ ". a~·li.w . e~<1l.n~~'.m_;ot't.~ . 
N:::ket :d~~tn9,tbis ~~t«t wa.$! the noj;tQ4l<ingQQ~ wbi-Qb;, bidi· ~$Qn.~~Y 

. ~~l.x.a; .. qual~tY'ata~~.....-t1iua ... tAQ;lG.~l, ot .. U\utj;~IP.ct~onw..;t.~'Or " .. 
lQW!t!IA19·5SN~'ft .Zealant1Jt·, ... "'-c~~e4a . ntl(-=ket .in thQ. untte4St~1;e8". "1\0 
;1;mpo~ed Mgb~;t~qq:Lr_.,n1;~:o~~ .. t: 1n~~qtl.Qn~d:. ilyg$9JlG.· ,f~~.·~.$ul.t 
wfi8an111Q~aae:;J.A'tA~1J\v:elot;andto,tl41;cQ.$t~t.Q~ . rp.e.t ip#p'ctlQl\ .. !u;j. 
1ie.·z.~attQ. . .HQ:J:~over~cQ.:1t=w.l:.gJ:e.t.e~·~hf.n. ,llG$(J ~.~ncQ~ll, lIQt;i;fl ' 
'Wf)r$ .~Elqu1.te<1 tQ. meet t~ b"ghi~US' 8t~t\4a~Q# f;tl:r:EJ~~t1vQl of ':", 
'.dQ$ttn~tiQn(lj'tb$ O\ltput".. . . . . \ . 

·lU.tb. ti.1eent·1:Y Q.t tb& .W<lntQ'tl1~ ~Cln lSt3~,' meatil)sll~Qt~Qf\;et._~da~asi 
,tnJ;lQw.·~~aland h~(i·tQ l;>~'l;t;ft.<l~;"iJl;tQ¥-et . the .biQl1.Ql: ~Gqul~ernent'. ·o~' , 
tbattnatkEtt. 1:hi$ l.$vQ:l oftn~paQt1Ql).an<l 'th9fixQa:.ehat!l"c()n~~"~4· . 
unt1.lth$ ,l)e9'ilUl:Ln9!'o~1$15,~. M ·part.Qttb~ tbanges: t;Q:ag;:l:¢ul.tu;aJ. 
a$;$.i1J.tanee, mea#.lUXQs" ,~at 1MpeQt$.Qn .£e~$ wt~~:su~en(ku:1 .t;r:~r~t11a~l1,· . 

i 1975unt,11Septembe:r: 1976 wbQn1nc~ea.JnilSinrnQ4t ~et.ut'ns $awp~j."l. . 
~,stQ~atiQn Qf ·feQ$, on ap.):.n1~lbas'is~., In sept.e~r 1~7e\, .: 
~l)$pec.tio.nfee$, w~~e;. once .~gain ,carlcf1tlle<iwbeJ\' the GQv •. tnmtnt· ,~llQt.a$ed 
.1$v.~$Qf aa$1$tClne.~ to a~n:1.¢ultu~tljl; . 

Nh~n. ,~'~Q. ·cQ$tiug! was! .tn .Pl~¢fl: thQ:r;~: wa.s l,ittl._aecou~t@~.l~tl'~<i. 
CQn$~qpQn1;tal ,~xc;e~e1v~;dEmtanQ;fol::' i;h$ .$~~1ce;.; 



~.~ 'Chibies " . .> 

.. t~);otthU~~M ~,~th.~. :r;:-.d.t~. ·clI,q,·,9t i 1i:th.:PP\ f.'.('. 
,~,~, . In'"ct~qn .$.#V1c.~ ,.a •• \'If.!l:.t~~~ .. ln! _, d.tttel;.nt '.nvl~~~ 
ltt",t, h,Go~"'fI,,.1:.,', ,.,e"nt.q,QftII1, '. ",.,.tttd,,' .. ·to.','~l, '~,,~,t •• , Qf.:"._:,",t1,c1,'· . en:. c, .. ¥t. g",ut. ,:):, .1$,~Y'. M, 4, 
l.'"",'.l,~.''' 4,"',",.,:V,O" 1, !~, .. ot."'I!i,: , .. As,';,' ,P,',~',Of.", '·,"."~.":\~,lC.'"".:',;, .,'.C, on.',,'o.L,·,'·:,':,,",Q,' '"l,·,'tbe.", ;-, al.",',,' .. ,.!, .•• ,.t,1,O,I1, ',\.,op .. ,#~,'.' ,a, $,. , .,I.t tQ#M~1QD f •• ~ w,;, l'u.t O,n .l:11t ,cp~ l:ecov~ ~.~., f~a. '~~ 
'Its'- .' Wbi,* CQ~t ;;.CQV~q. UlQJ;,.~.d ~o2/3 j!~, th.f~110¥.tq9 .If.~ 
witb tb., P~QV~lJo: tb.t ~t $ott\t, .lI.tt~~t:. • Jt)Qv.: to t~l .. :1:.QQV~ -.y .»9, 
nd9P.ted,., "fh. ;l.;~~~~ton Qf: ul,.r~.i.bu USC> (,Mant. tbat;: th. 'q#tU;:$; 
bay. i~8~Y, 'a.'t.o; l\wll.~ \$.n'~¢JUs ,nMd tfi '1)0: pl;9.v1d.~.t· 'Tbo h3111t .bu: ~n 

·f l ••• ; "n1,c;ct«:d.11v.,;r;,.a .and. :r.t:r:.nc~@t o!$i;.ft.· 

~low t$S t.ol..q'Q,tl~nin9' t.b.' dbQg., u a\gtlrlspeJ:;t1on ¢o~tsan.di 
, .. ~n.\le .l.ntb. ¢lghties., ,', 

hbt.··'3~~; t;o .... ~1;: ,~~". _1;. ~~ 
',(,o.0.0) 

1, 

l;'e,t~Qnn.l 
CQ$t$ 

2./:023, 
29,,64t 
$$,.229 
~~tS'l2' 
42,27Q 
.. 3'"ZS,z 
41,030 
58',%52 
;$,~,,,,a 

otl\e;t 
~Q$t~ 

I t 310 
~~ •• 9 
'2;,,051 
1~97() a, 066: 
2;,3Q9 
2'fi6~Z 
a~6:as 
9'~$'O 

GJ;:Q:I$ 
~~tw:. 

~$,33a 
31,0$3 
3Sf~$Q 
.3,5,42 
44t ,364 
.5~$91 
"9,.65~ 
63,;.88' 
~~ .. 3~9 

·otl1.·J:f;Q~t$ ip.qlu4.':Q'ptlr.t:~n9 cc).f;$tQ,p~t.l .~nc:U.tq;.,~ g •• Qt. .114 ~. tJJ. 
l.tt~ Y.'t$.(?S!r. 

• I 

"th. IQn.~UixQ,cQ'tl:;e~Q~~ ~$ l)ot (l!lQW bear. du,. to tb.t d, .. lay :itJ .;.c.~~ 
~~~.t 

,The$f)Qhang$~ ~1;$' t~~dl)p withQthe~qe1lelqpm_nt8()qQ~;,~1n9' 1ntne, ·.at 
l.nct~$txy' QVQ1:tb1$ t~, 



3: i! S:lffects.: 
r ~ t. ,"' , .,,,)' , 

·~wZ.alanQ .. 1ata.t in.~·~1Qn isgQ!ng tb.:r:Qugb. ttan'1tj.()~P.+-J,Qd;1n: 
'wht<;l\ ,.~1gJ(lt±Cant:1mP:t;QV~nt:8in,eff.tQ~$nqy$l\d c~tlt:tvent$$. _ MV_ 
~"clli.~~d,,'?n'4 ..... :;. In ~4i:.te. P~Q$p$<;t~ .~y .ot. tb.U$.~fQ~nt$' 
'¥ve 'p(>t . y.e -tlowntbxOllg'b. t.Q the g~e.t.el;;"U1:al '~.qtQl:r!80 dt .• ctt$eiQp· i , 

lltt;El, 1. ~t.4N!~1y. tQ,~,ft •. ct.$ ~t1Ql;P.,~t~Ot\ .. 1_v.l.,.'Y1$ib~~, %$$U-lt.ott 
.. t tbi~(lIi-tai. 1;ncludo •. d1ft.l!.nt!Qpe%' .. t~n9'.nv~=o~nt :fQt:t;ll.~J:U 
$CilCt.oz;',-. 

,,- , ,r""'<-. ,,' , . . ' ,->. . ,)' .' . . _. {'-i, 

l.'.n i~\9~.,a .. :xne .. at. ±h,~ .. : ... e .. ·.·Q .. t.1.Qn .. :._ .... c.:.q~ ..... :-'.~ ... ,6 .. 0 :~ ... l. 1 ... t .....•. QUannu .. -.l.1Y .•..... 'Ii. i ... t .. h .... $.2 ... 0 .... ·ud..._: •...... ,.l.'l~.Qn.·· 'gc~~nt_ ~q,g~d and·.tb.r~i.nln9 410'lQill!on ind'Q$uy;funded:. 
l\eC'f;lntl~ltbel:Et~a8 .. ~ac~Xl.~Q. 111 ,th.,p.tt.~ Qt'l:eal· .1:Gven",. .~Q 
~l\~.$:Cl$ .,b.9w~ in ~able' 3,,110' . ~n$~#.ha¥.: f.llc~e_s~ :oJil,y. 'ma:t9tnal+'1 
o'Y'tt'thep~$t .few. y·eat:s.W1tba. ~AUlt~c 1n¢.t'o'$. ,~ntb. levolof 
t'evtllU$,. 1.,tn_._~c.ntag'.pf.:Qv$n~. to.~ptncU.t\Jl:_ba$ 10.0x •••• 4 ,fx~ 
le~$. tban, l~$~QEm.t t1\1919180 to, app~)d.~tel, >'l~~.t;Qe;t 1\11987/88. 

lnit.lal$ffect:r ·tnql.1.1,~ .~l\e ~~uc:ec;\ .e#P'lo_tlnt j?'l'."Q$Ptct# (Qr tllo$.e 
involtl$d. .inth~itnlpeQtion. 8f>+V1t:e$ ~ .l«u.ch~$tten~llt .. ha$ -alt:eady 
()etu~t'e(ll l\Qw$vQ3i lnt)l:'~1.$ e~'Qt$d ~.~ the ':$~PP~l"o! l~~· i" r;ed;Qced :"0. 
_~e .;:$er.v;1~es . axe . ~eQ. ~bQ8pe'¢Qf .~etl:en<;l~~.~ntia .slt;lw$.ng· ,clown ... aa, 
M~ ... ~. U,;~ .. Q;b. ,.1: ... tb. .. E,t ~QU .. 9b .. e .. ~l. eUl~t1Qn .. Of._ ... · .\\\$.at.· 1n ... '~¢ .. tQl'$ .. eff~elt .. ,Ill. eact Q.f 
.stOck1n$~etec;{ Forins~~tQ):)~ .OV.l: the ~;t'1og. 1$19/80 to 19 .61:87 . 

. 'i.;CtiQ~en,QY· ·~hQ'HG,a~~tic!nqr.a$e; l$$Et'.tiU>le 3,Z .bQl.01rll·~ ,UJ1ng ·tb18 
·~a$u:r;Q~fiiet~ncy;tnQrQase~ .. fx;o.m26fQO()·hfiad,p.e~.i.n$P$atQ~1n1979IaO 

> to .1,DOO· ~n 1986IQ7'iI. Al:e.duct'oll ,in effi<:·l,ncy· to aOf,Oc,c bead .. Pitl: 
insP~qto;, in 19"5?},S8 .. i.nQic;~te$tbei'~t~4Jn¢~ntQ£'.st~ft:'~~ n()t 
a\ltf1q1ent to· :J;atc::h tbE)t'~Q~et~·· tbl;9~9bP\ltQf ft:e~~~ng' 'wQrk". in tMt 
yea~. 

Contx:ibutl.Xlg "to, th£$ . <:nange . ~n, tl~~'ofmeat 1naPG(!,tQ~s: .. i$"tb~' t~.e1ng.· 
ttP· Qfthe 2a:bQu;c' 'MlZk$t", . ·iaJtti!"'t;l.m~ t_PQ~~:t;'ym.a.t, .insp_ct"~$ean .now.~' 
~plQYQ4. Pl.':~v10\1~ly 1n~~ete~$ w$~e~lQye4 ,on ~.'.' ~ul.l~t.i.f!le:bas~~ and 
we~ 1cn~ tQl! ;S.ont~ l:no.:tt~,Qftb,e y~ar: wA~.n tlll;C)Ug:q~~tin tft~woX'k:s, ,Jwa:$ 
low'lI 



,( .... , 

(; 

. , ,,~ 

({M.&rQ~~l~Qn~tQer$tbe.#tan~l:~oi. ~n.~¢t1()rt, 't:~" hav.!· inQ~eCJ$.4 ,al'th . , 
~U,& c;lnc~Q,$~ .~$a,c~tnlttono~:'" ~eau.O"d :n~el: O.t. in3p\l¢lO;r.$ .nci, 
ttchntcCotJ;. .f~!¢1@~~,~~ X$\.ult1ng:"1t\ 18$$' :$.n~PlQt'1Qn ~ i*.~ca.~Qa$·5t 

.. ,- - , -, ' , . ", ~) '" 'I 

.,.j '<- ,).;, ... ',."4-_, t·· "~I 

~~.l.I;,~i't#~ bl"'1;'~Q~ 
. M(dd:. .$'laugl11;,.».;t.ng$; ~' iteUlQ <>t;S~QQk ... (OOQ,I: :t) 

c.ttltl$h$~p ~if ,OtbeJ: '~Qt.~l~Qtal ~, k111~Q; 
. " St..ti ~~·"n"$.p'Qtr,;~ 

,1 . , 

,In ,*'9$'th~;~' W$l":$ st~ik$~! ~nf:r;e~'Z:.ting, 1.19t~$. l,."~$Ult!n9':~n the 
. teduQe<1$l.)l:gbt$l;' n~e"s~, . ~d ,. 

M t.ll~! ,u$er-pa¥$.8Y$tEml ia: .,~Rle;o,ent,$Q;. the. beat:.~ Qt t.he :QQ$t of . 
!n~ij,fietiQn$"rviQe$ b.a$,Qba~!9e4 f1:Qm:tbeGQv~~(t~~ i;Qthe , • .,at·, WOJ:k$, 
.a;t<;i~! ,a$ 1:e~iQual ~a:tel:t " tlt.fa=n~t:. W;l.tb )t.~a, $Il :£lllP(u:tant <;~tlng~~s 
tft.~ .p~Qvi~f)~·oftll~::3~t'Vlcf.tttJ, , nowbave. ~np,¢¢Q1lntabl11ty t<>th$·Q,l~et.1:t. 
whicb, . c;lt;d .not.~~st, p:r;ev~Qu~lY'!I. klnt,maI¢QatsQll.atge(l.alGo tnQant 
ill$ff,te~~nt~s~,of' tll~ '$er;v!e(l~bytl1$. indu:ltxy'. . }lQw thta .1ll.4u$tpy. ,has c;\ 
mQtQ, l'u;oa.~t1ve~ole in tnt$pedt;l;rQn a,¥at~;a.s" qli$n.tsa~~~$kEkiwllieh 
~EllN'1ce,' tb'y~;;t.nt to :teQ$iv~,. and ."X& 'P~G,pa;~d tOP~Y;l :0; ~ . Intbe~~t 
N1lFg~al has cWlQ$t plCl,Y"da' ~at~lZnal 1;oleand J.\'\ade the .clec1$1.ot1$ as, to 

, \4ftat'Wa~ ttbes~tt.fQr the .irl<N$tt,y; . TQ;1ach~n9e., .1$ h19hlt9bt~d. lntb$ 
~t;tc,ent ~ev:tE;lW 0' .tb.~HeC;\1: In$pect~onS~.S1:em\/~~al (l988')" , 

3 .• 4, :O.ptl~ok 

Xnve~=ent;. 1n
i

meat.ln$pectton );i~S\1ttS'fto11\ iJnPQ$~<ll::Qqutl;$lleQt$ .(,)f' 
Qe~.tinatlQp.n@r~~ts Qv@;,se~$!i .If N'f:lwZealand ·414 ,not en9ag~tnmea.t 
In,p,$ct1on' ·we"wQ1.)l.gnot meet, tha, requtr~e.nt$tQ $f;\ll intllatl'narket;. 
Tb~ tna;,ket fatlur~. ~u:~ent ~ugge~t GOvernment int$l:V~n1;ion :j.~.n~ceSsal':Y 

, t1) $nfQX'r;Q an, appl:QP:r~at~ 1e"$1 .. :of ~nsp~qt:iQnand;aJ.lowQnt~totbe 
ntark~t~~ .. ao,w~ve.r ·"':$pq:1nt~Q; Ql;J,t ,in. Chapte.r2 tbE;l ma1;kE:lt, .. f'a1Iure 
~J:~nt't;111 .. ,1EtavEls Ullant$w~u;.d tb~que8tionaa to. the . extent of 
lrnrolv..ent •. 'l:bQtren$aQt1on,co.sta:Jtletbqd,~anQa on· the ma~k~tfa~lqJ:~ 
an~ 1<lQnt1:1es' tb..~oUl':t!e ot. xnarket. fa11\.1l:e. ia~t of what. is happening 
at.pX'Qaent in 't,h9: meat j,n<iu.s,t;y :1$ ident:lfy:t.n9tbe,t~aJ\s.a¢t:l()ncQst.s~t1~ 
,.,v?~nQto less" 'Gov~~run$nt .1nVOl:vement. . Itmay~e . possIble ,to move: th& 
Go1f$l:nmentto . an'a~clit(mlY level bowevf)r' the .tran$.$.QtiQn .QQsts.p~ 
~Qhl~vin~'j; tht$ may b$ tOQ 'bighEU:" We ~~e:continuin9 th~ prOC.~SS to 
titt.~ll~ the. optimal. level Qti.ntervent1.Qn, 

o 



:.lt11 'tb,-. '1:e~\l¢tionln,~Q".lS·'O~! !~~tlnt ~u~nlc.s:anawlth .fu~b.el: 
l:etiu(;t,1onf.!. in,; n~+'3: of, ,11¥Q~tocl¢ $la~gnt;..xt(l11k~ty .t~~Jl,!,~ll .~ 
fu~ne~ =Elt~on,e~ne,of ~9b~h . U$.O exp~Qt~~ ,i;n tb$ ~.~t;;.~~~.~::::;~au:;* W,91.1;14;\ 
l:1e 9.tE:l~tQ~ ,111~;:'~.SEJS. 1n: :.t~1Q1en¢1" .' , ' . 

~.E)ff!,C$:en¢~ ·1Jlctea.$e$.w~ll'ot.f$_t t.Q a~...~t~~t 'the:' ~l\t~I$,~t' ·lQ, " 
'QO$t$ :to tlu~ 1ndu$t,1:!'t:GsUlt1n9;f.~~ tltp:>ii.nJ:ll$t\~t~tionr>!\i$t~ll'Y.·. ' 
'·XntUtil.~ tine <;Q$t:f· .~u:~ l;)Omle'l;)y·tll$ lrlEfat ·wQ.ltk$l1owev~ ~Q t1ln~ s.i: .1$ 
e*pt\1u:t_d tbtlt .th',. ·",$1'1 ,))e.pQ.'$.~4 QI,t t,Q, tb. t~r$" tm:QU9h In,or.''.:Je4. 
pt;oQ.$.~1~~ Qba::eges~ , 

11OtbthQ:.QQ8ta:O'f', JA~~it,. ,~s~e,Qt;ton ~nd.t:l1~, ~\,U;lt .. PX;Qvt~, wl11 ,be, 
det$~ed ,to,: .~. gtea~~l: e$ent by't~Q: ma~ket \f;tth'$ht~t.., ~n ,;f\lndtng t~~ 
tne t.UP.Y<*~ 1:0 tl1~b~nQf,tQ~~);y.' .. : ' 



, " ~ 
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4.1, ............ ~~, 
,a~$~:~~Qiti~' ,tb~,~P.rOce.;s., by' ,which n~wknowl~clge i\~ qene':4t_d, whet'a$ 

. (d.eveloptl\~nt (,e~t(!n:J4.Qn') ',~$ theapPlicatlQnQf th,l if;. knQwl~dge ;to, n~w 
~X'Qdu¢~S,t ¥l~Qe~ase$ '~Q:r: ~erv~ce$ .A9'rteul1;U~al .. ;;, l:Jeal;cll, inv •• tments 
l:equi~e .. 't'll~,,1l$$ '0+' r.alt'esQu~qe$' n~w~n,·Q;t:d.Qr': 'tOqene~atQi l:etu1!'tls in 
ob$e;vedlevf:!ls· .<:>~ P~()d\1,Qt;1vity 5-1, Oieal;'s tnto. thtl. futut:El. . 'j 

S.cQb1E1,· . Clnd. ave:l~ens,(19S6}·' .. oaldQ;lat,~4' that. :New . ZEuiliiln~,ClCP;icultu~al. 1\&D 
haa bad a high (around 3.4" . l'nternal . ra.te 'of:r:etu~t,01:.ba tnvestment, 
beuefits, from a dollar ~nveste<1tQdaYPtlak8in 11 yea%:tll:.llltwil,.l, 
dontin\leto . ac<:;t-ue . ,~or ,a. pe:r;iC)dof, 23 years. The ,d1~couQt$d ~'turn 1s 
lik~lytobe atound$2.8.Q in cur~ent day values. 

TheGOv~rntnent bas heavily' 1nte~ened' in both $i(Jes pf tbeNeWZealana 
'ttla.;r;k(;lt;' ·fo:r:lt&ll" . 1'he(;ovel::nmenthas cont~1b\lted s01l1e70percent.tQ tbe 
pUl:'cba~d.n9',ol: fundlngof. ~qX'i~ltural.R&P, .l3Gattia (l.'~861, while a:Z:QU~d. 
SOpe:r:centof fund$ ~Or R~Dhave beEln ut11i$ed 1:>1 lfMiec)lan.d nSIR - tb~ 
prinoipal. Gov~ri'Jlnent .ageflcJ.e$,condu,ctingagr!Clllttu:a.l. 'R(~JJ (Ev'eleQn~and 
Sdobilil" 1986). 'pu~!ng the 195Qsand 19603 't.uE;\l::e was, .a 6pe~cent annual 
average growth inx-e.alexpend.1ture onag;t;:'!cUl.tural R&D in N'eltZealand. 
'Real .. .funding .levels:inQ~ea$e4toap~a,kin1982 :a.nd followed a .pat-hot 
decl:1ne$inoe. (R~fer ta1>le4 .. 1.J . 

" ,.1..' .1 Jh;JbllChnc:tiqgo! .Ig1:icu1t.'Qt'a1 .. earQb Q4 ~1~~ 

tEAR 
HARCa. 

1974/75 
1975/76, 
1976/77 
1·9·17118 
,1978/79, 
r1919/80 
'1980/81 
1981182 
1982183· 
1983/84 
1984/85 
1985/86, 
1986/87 
1987/88 

ltESSMCg* 
(NOl-!INAL) 

{$OOO) 

21,6,31 
24,41.8 
26,518 
31,056 
37,225 
40,795 
51,052 
65,265 
71,3fi6 
75,282 
81,014:, 
81,064 
94,904 

101,.625. 

*Calculat~ciC;lS .. ~. ReseaX'ch+ l)SIRResearcn 

~SSARca 
(~) 

(19?5$OOOl 

2~,631 
20 .. 852 
19,834 
20,704 
21,.846 
20,428 
23,123 
'27,561 
25t 307 
25,$80 
23,842 
21,,067 
21.,:31,7 
20,949 

:$()uc)!ee.~ itesearcn 1:97.5:-1984; Scobie and EVE!leens "aetuX'ns to. Investment 
in·1\9:ticultuJ:al. Research" • 

. Res~al:'ch 1984-198,8 .'MAE' Coxnponent: ~'Estimates~, 

):fesearch 1984-1!lSS D$lR, 'Con.pon~nt:No longer Available. Used the 1984 
DSIRl~ ::atio. toe~timatetheseYf'#ars. 
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'wttbtn .I>1;~Vat.e s~ctol:re$ear<:b,. ;app;r:O~~:~llt(U:>5f" e.*Q~~b~ids~.. 8~ut QIl: , .' . 
pl:QCe$.$1ngan<1 on~ .. tAl.l;~Qnp~otluC~.l-on.. ,On,'tbe otbtt: ha.Jld., . the '~jo)!d,.:ty~.):; 
(8.7 :~:t.c~nt)of(1qye1':nmentre~~atcb. is »ro~ctj,on c:orientat$d~ .NQ , , \5 
4~ta:Lled ~ysj.s .Oftbe .. publ1Qtp~1vat.e.pltt ;tA ;~cUt'~.·ha$ be~' 
unc;1Q.)':t~ten~ho.wQ.ve:=~it .ta'tbougbt ·t:lu:ttPrlvate,eltpfiUtditl.1t'$ it1<:r&UQ$" 
al:e Qtt$ett1ng the re¢snt..cu1:$ j,n.Gove~en.t~nd1tu~. ·cuJ:e,ea1;ch. 

o 

ResearcQundettakel\ .by th~ l?~~vat.\.$eot.Qr1$ 9tn$~a.l1y xat.sed1;>yl$vl.$ 
on pxodU~on at. , .. itb~~ tb.1):ta~·gat •.. Qrprocess1.ng·1."el., 
N$V$ttb~l.f)$s, Qnly a-.all ~l:.'9$nta9&QfcOll~cted levi,*_ 9'0 to " ~~tlj..an(t 
th:i8b~$.been,genU~allyp'Ul;cba$$~%~: the pubUe .$ectoJ:,. . 

4,,2:Changes ,in .R&D .EI:1!~ro~nt ' " 

tnad¢itlon to thC)se' 'econ()mywt4e ·cbangfas.d£$(!\l.'$ed.attheeQnc:lu$tQn, of 
'cbaptex-2:t"' GoverlU\\ent PQlloie:J baV$¢l1anged ~da;echa.n9ing 't.()p~v.tde 
~. en'V:1.~Qnment 'mo~e 'henefioia~ to' :a"p~~d·t.olQwet:' i;tran~actr;ton <:Q$t$ for 
'mark.et part~¢~pq;nt$l" .. (Jardine (19S7):} ~..'l'h& ,legale ·aP4 %$gulato'~Y··. . . 
ft'_ewor~ haa ·beeil~n;~ngtbenedin. th~'$.rea. of pat~nt$ . ana p,roperty 
r.19~t.$: .to enabl~ tbe .funde~t9 ,Ji\Oxa x"~;;kdi.lyca.pt\Jre, ·th$ ben$fi1;$ oftbe 
l:es~cb" .QuQt;a.sa.ndlicenclnq. legislat~()n. red.ucin~tcQmpet~tionare 
bei~Q pbase4 Qut.. Wl1elattex:. moves .. 1ncr~$e$ thebEl~ef1ts 'from 
'1nn.QvaUQn andprov;L4es E;\. ,st~ntUl{l8 to thEl ~ountQfB&'J) u.ndettak$n .. 

AltAQuqh tberebav~l:ieen '. :noma,j<:)r 'JP,Qve$:on ftscal inceqttvea($ubsicU.Q$ 
,and. taxbrfJaks);mQv~$ .$ucba~ c;:te,(;lpen1ngof thestQok exc:'llange,. privat$ 
ventUl:epapital t;l:~~. l:eIn.o~a~ ,ofJ;e$triQt1r>I1.Si Qncapj.tal, flows .~nd 
g~~~~al tegulatQtY ;J:~foJ:m: ,,9f tllca c;;lp:i,ta,l market;;\1.m ·to .a$s~$t, ,in 
lQwe:r,ln~ tx:ansaaticm.·cQ$ts. . 

Finally:,. powe:r;s. foX' 1"Qdustty qroup.~ .to :i.mpose. levies ·are' being wi,~J;le4 
art(i . tb1s~:!1~notonl~> 'enable .indu~'t~lea to meet .. an, e:xpan(l(atlsbartl ·of 
(u.ndingf' but.Wlllove.rQometh~ ability ·O~· individuals: to.free·l:ide 
{aaptll:re 'benefit,sw,ithO\1t ,~onttibuting' to cO.~t$).,; , 



d "'" -0 .} 

~()~an,;a$~~~~nQt~_se.$ ~Q: ·~i:tv.nu:e(,f~oiu ~1$mentitiqpl\lQl:-~Y3). bu, 
~tt~~t the¢~fi$.· $n ::Q~ridttuta., 'WitblnNA!:" tile. appl$oation· o~ " . "" 

\?~:r$t."", .. :pa.Y,'.J,."".,.p;~lJal~.',J:e~." !la'$ ,~n. c ... ·tte,"e .. d.~ .• v,e, nl1. e.: ftOtt\,':$Z~3 ~~UQnin 1.985/66 
to an, EJ.$i;~t~d9l:.4J<a mil~.ion;;~or;1.988189~ ',' ' ' 

<' ' .. , 

j\$. ~b.~,~$et ... tl~Y$ 'b$.$e. w1d~n$ t.h~t'$, isal.1:eady. appaient'.-~: ,'1~~~e~$EJ 111, 
%:e$Q~:t@'r~: ;aCt;Qt;lntalj$:t,:ttyand ltnk# with .tb$ cll4lmt:.., lead1ng to 

, ;Un~r¢>'V~etJ.t$'· 1p, ,,~f;!Qi~nQ1.c ." -rog-etllEu: 'tnese UlPt'C>v •. th.abilit~ Ita 
a@tet:ml;tl~~net!le::R&D.shoUld: o~$bo,U1dn()t be. 4QtIe~ntibe:publi~.8.,$ctOl:;'. 
aot.b ,,~$(;b, a~a~sn\ canpo~nt to cons1de;able {J~111S 11\ ,oPEiltat1onal 
e:tftc1e~eis~ .(R';PQ;t:. ,,<>,.~' th$ Sq;tence and~eQbnQ,l:QgyCo~ttee· '(1988),)., 

,:-J)~ '. . " , '. 

''thet'G ~a$;h@en no:uia.~Q~sbitt' intbt );ind$ofa~~cultl1ral:r:ese"Cb 
undertakent . 'alt:bo\lgh~()l\te),f\lnd~ .. b.aW.b¢~Jl alloeat$d tonewa~ea~. . ,'OJ; 
~~cunple, the:te,ba~: l:>e~n a .. ll\<)1J'~ .l?y.DQt.ll .!QF' -and 1)SXR .. int!Q',the .~e •. o.t 
b1oteQhnology'IO, 'Vhe~~ :i.s:·a).SC.l ltJ.ore·¢()nt~a¢t ,reseatcb W()l:kQQQ\lt~;lncs 
b.~t;w$,en :GQ'V'e:tnntentano. 'untverslt1es:nc.ll'l:,tbo'Ugb i.e has y~tto b$coxaea 

. hig 'cOtnPonentQf tot.al t~sea;rcb wo~k ~ . 

TQda'te ,t:he "Gov.et<nmentbas fun<ledprojec;ts ~Q;ot?$' the $pact~t 'troIn' 
thQa~ .~ii~'4$re. a11 the ~tu~f!t$; can. beapl>roprj.,at,$dby ~t1d1v1<i'Ua,la·to .tl.1e: 
tt\Qx:eptd;>l:l.c '9'o:Q<1;, a;oeas . where .appropriat.ion . 1~ V$~ diffJ.cul t!!. ·P~lQ;rit.y. 
;h~$ .JllOved .to<;QveJ;1lmeni: 'I~nhanci!lg "tht!l):egulato:ry . e:Qvi;oonmentto x-eduee 
trauuJactlQnqosts . c:tnd .$nhane~ tbs "degl:'e,ec>~app;!op~iabil:ltY'!l.lt .ts 
t;$.cognlsed.: ,that. the::e; wi]"l,p~ob.ably ~~.. axea;s whe~e. ,ptact.ical 
enf<:n::c'.E#ments,anO:.collectioitcosts, :alZe .tOQ· .b1gb toju$.tifY. 'UsQr pa1~and 
that Gpv~l!ntnent' will have' et; .cont.~~uinq·role·asc .$~ppl~a,r·bf R&D fund:;t .. · 
Wn$l~ produQ<a~s; .:at~ the tIlajQJ: bena;fi.c1ari.$~()f.a9:r:;"c.Ul.tu~c;t.la&D, th~Y 
havf;t )1j:stori,calJ,yonl,y QQnt.t'lbllted 0.1% of theva1u~ .Qf production,. A 
genQra.l 1~: le.vy WQu):c:;l'meeta.llQurrent: ~~pend:ttutes. . 

4" 4 Out.look .... FUture .. ·.Diredtions . in .R&D. 
~ 

The. tutur<a directi.On$ o:fag:t'icultu~al. 2&})' 1n New .~ealand are st;l.l.l. <l 
~tU>je~t. :t>! de9at~# becatu~~th~ Gpve~ent. 'bas: not y~tl'O.aQ.e; . de;J.nit ive 
stat.emerd;s,on4.ts laVeloftnte"entl.Qn. in conQuctand filndj:;ng9~ plltin 

'. ,. plac;eClea.~lon9t~tm.pol~¢ies .~. cHoweve~,;1t 1sqlear 'from'tbeearlier 
disell$~:l.on th~t there is a, ne.$'d tor a.consistent; ac~oss tb,e-. bQa~tlR&D 
l>Olio1T,td:t:hC(lnc'Qrtent ~oli¢ydetel:m~nationinareas QfcQndu,ot, 
funding andsett~ng t.beenvi..~onm.ent! . 

~ . 
'l'h~e$t~tfad .. f.igl.1i.·~ f9t". ,public ~ltPendi tur&Qn . ~eaearcb and development . 
fo~ t.be- 19'88.lf19 Ye'CI;:r i~$85 ~733 ndllj.oll.. .:tn ~eal 'ternw this ,suggests .~ 
t~duction o£aPPXQx;;.mately 19·.p~:r:eent on 1987188. It is;therefc;u;e 
·ClPpa.r~nt ,tb~ttha first si~~abl~ real C1.:11:. :lne~en,dit\lre i$ .. now be$.ng 
unde,t1;ak~n,. {lnQ; 1t j.$. ess.ential tbat tbe :privatelWl1':ket is in.~ ,PQ~itlon 
tOl1lake ~pthe balancf~;: if 1tconstde:r:s tl1is to.be'a 'sound (:i.~vestment •. 

the~1$ting. 'sy.stern. fpl:1;lse~ pay$ lTltlstbes$en as~n .. interiil\ 1neaSJ)'t"e 'to 
:$,ep~:r:ateGQver~j~nt funcled ,Ptlb1,ic ~es~arch and usel:. demand-ad pr:~vat:e 
rEu~~ax:ch'. 'l;nthe. dealreq. envlt,Qntnent, pl:'i vatetil:I1\S n~ed. to be able., to 

" ente~ tb~,.:r:ket . foX' publ'lcc funde.<iB&.D, anQ.\ l;i.l;:ewi;sGovernment agencies 
t .ne~d:. to be· t~e·Qt.(). undertake. all. .;esearch, .. bowevet !~nd.ed •.. Thechange 
'to , .,tben.et(conune~cialenvirol}ltteJlta~l~~ .. ng from.user"'p~y~ nees' a.lso to1:.1e 

;/ 
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~t'.~b.d;;Q~ ."~~,~<le tnor~~n£~~~~o.nal $t~~tutQ~ iO~fi~ cond.uQt;1;1g: a; 0. ~' S.Q¢behal1g~a, ax:e, q(:(";u'tti~~~ 
, " "., ;\' c, >" '"'' , ,f, "" '''., ," . ,'f"" ,'. ' " '" ;" 

~ttl1.1:"dttff!;r:ent!atl~n ·af 'J:.$e~c::h, 't~.i.~ii\g 'P~ltC:"f:ufndlng ll$$d8,>to REl 
un~.~U$nt\) " '1btl~, the'l).#.Qf1'dll;.i.~a~e" (;).."1;1.'1'" 1ndusf:1:Y$p$clUq" tbe 
~l?pt'QPd"t,e: PO+!i'c~( l:e$~~$.' J,1: ,to ,~t\;btt'se' tr~n$.otiQ~e()$~8bY~tl:1Ag; 
'QQJliPulISQqlevl. •• Ul·' ( ..... 9"~:~l:~t$.n$J}~ud~) tQ'fund. ft.D. '. '~' ever#, 'wb.~e 
ll.,n.'e,'t,;1t$:O~· a,~,'" t, C,~lt~:C"a,;,',l,~·,lt't1" a.t_, aQ",1:QS"a',,~n,'dOJSt,r,:b"$' ,en.lt ,'", iOP,S;",, .8"OP$,l ij 

,s,l:)'lt~e~ belt:$t' ~$8.$.'), "it" w.tll,nQ~d, t<rJ)e 'po~'s1bl~,'t() '1., ,a.l1·PJ;~iy 
p;Qducel:'Sil')~Qves: "~n t~:I;.$ ,~ea 'ba~eb_en $lQW lA.,aev.~lQpiXlg .!rh1$,'tllc 
l.,av(;t$,. ,an.ar~a' ofacf,lepted ,pUb119.go,ocl .It'll, ,.1ntQ ,1'$$U9$ $'QQh .$ ,fQod' 
$afet~it ,~gvt):onnt~nta~ .. qu~I.tty'·~u\4·non"'app):QP~tal>le tes$cU!'chwbtch 'Will 
t'$~r$ ,ptiblj;c,fundtflqfl:Olrtt~atl~n .. ,. '.I:ota:l lZev.n\l~:d.l;j.Y$d.fJ:01l\: ,!Ulv1~$ 
w~U ,fluetuatoannually 9i..v"n'th~ ~;1abll.tt.y Qt agl:lo~lt~al 'Q\ltpi;ltancl 
pl:~¢~$:. ag-~1<;~ltl)l:al·. re$e~l.l::,c;;n,eX'U$t ~un~: WQ\U:ri., ove+co~" thi:s :p;r:Qblem~ 
$y¢h' ~,tUJl,dS .ttl ,A~$t~alia al~o p~Qvid&,tbem~an$; '~he+Qby' bQnef'i.Q~a,ri~.~ ean 
hav., a 'gr~$.t~t.say in,'xundinC} al:liQc.,tions and tile, X'esea.;"Cb.wlll<tb i$ 
~dEu;taJt.n. 

ae(;Qgnl$~n~t.het1me lagQn 1tlv~$tment.,~etum$t . it.' 4s;.dut;.lF~\!Qf:,fth~' 
poli.i;:.Y'i1\akeJ;p to" en$,UX'~ ctbat, the; 'f~_ewC);l¢ :1$ i'n l'laQ$ . now, to ,;e'Q.fJut:e 
tll~t futu~e 'sen~tatlon$ dQ'not ,~u~fel: f:r:oxnan unde~lLnves~nt.":t7~oC!~y,-

An imP,gttantuqsQlvC(;i, policY~~$uQ . f'Oi: . agrioultural a&p. 1nNew~e~land 
,is: the: plaQ$. 'Qf.agrl0111tui':al~$$,$arQh .. in ,the t;otal $clent:lf;tQ ftantework~ 
!rheftca$t~ef;ent : .S'e1'f)ntifi.c~nd 'r~chnolQSY~~ts.orr ,co~tt$e'nepQ,;1:. ba~ 
$1l9g~.$te<i,. tb.tallpl;lblie: . ~e$earQlt ntQn~i'.ba, POQ'l~~t;lnd 't.ht) ,v~l':lQu$ , . 
org,an1~at,*,Qns,co«lpetefol; a, ,PQtt1Qll.". ,It.1s, .1sQ· S\.l,99'~$,t$d'tbC\t,tb~;:e ~ .. 
,a, ::$di1:~et1on of'" f\lnd$a"att~l'n $Q1eX1t.*ficaS~1(nlltu~al 1:e$ea~ch to 
l'4~tU.~l.ana\otbeJ; .~oa·1al, ax~a$..", . tn, . t.bi$envil:OMl~nt th~m.ove to 
U$er""pay'sl;)aeQIJ\$sJnQr~ j.Inpor.t~t for'a.g:;,:tc'Ult~l::~ .. 

OJ , 

'( 

rI 
I 
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5lo1 ;Historical, 

:,J ~ 

\r , '. " ,:;,-:;,~( , 
. tt'b,.e~w .ZQ~~4 "Go~~biIi$nt . ·bA~ ... been anact~ve l.end$1: toth$. agp1ault,t.ll"al 
".I~tQr ·~()rtb., pa.8,tthtd·Qecadu~. (!~.¢tt a.ss1stanc;e ha$!bdna ... ~Ot' 
~¢Qf po~,i~.t.a to.etK;pu;.gtl, h~qbe\;: ,~tt ltlv.la iUt(J .. tbuSGXclU)J\g., 
,"':t:tl,~t19~1, ·ttl ','c~~~n~~1;tl,t.~:t$'fO~i d;1~tQ~l();l'S~Ql:s~wb.~G 1.1f! tAe .' 

. I eCQn,*y)~<l ,te:'s~~t';...~~dlat.~~Q~at'£QgtQm$of . 't~a,4e. " CQn¢"s.~ona,t 
tvn~~@t; ~at~\ r.a~ .. }l.en .. ,Of .... f'l: .. ,. d. ta, '~~ .....•. ,$:thr. OU. gh. tbe .. · ... l\1U:al. .: .. ~.,i~; 
'~.' d Jr .. i.naneEt, ·o.,o~;or ... lt.:;i9 .. n:. '~,(i .. , .... 1tl$'P~.M~.'S ... o~~ancl th •.• · ·Old ·~ ...•. n4sand 
'~'1;J".y.~nd.th~; HaQX'.t ·d\~fa*~$ u.pa.~~nt." . In.. ~Qe$l1tyea.r.'tb. . 
9QV_~~n.t . h.sP';Qvltl&4AAo\lt ()n~~thlx:,d.Qf .f;Qt .• l and. 50 perc_nj; Qf 
,1Qng~t.~ lenc;i:J.ng tQ tbe0 ~1'iQulttU%'.1.~ec;tQ1:. 

,; . .... . ." .. ;. /'i' .. "". ..... .' 

Tbetqi1¢e$~ional ~~~e.nt. a~t~e$G lend1ng PQl~.Q1~s: ,repr.$ent~d~·.,-
ttansf~~ \f1:QX1l taxpa.lyel.?:, 1;()a.g:r;:~c\l,ltu.~al bQ,rrowe;r:,1It . In.additlon..1t me"J1t 

! th~tQOv~tl)nl.$n:tIll~Y- :h~ve '¢'l':Qw(1~a 'Q~t .. p~1vat$ l$nd.~X's .fX'QlJl ·the :f~= 
, Ii '<;~~d1tma:r:ket~KO~~<11(e~,_tbe,;b~~efi:t$ Qf lQ'$flnt~t'e~t, . J::ateaand Qtbe:z:' 

'. 

s\lDsl41e,s. w.;t1e!fect~ve11·~p.tUl:~ bye~1$t~ng lan(jltQld.$r:~ :a$. tne~e, 
werE! ¢.~pit.l~$~cl .;J.ntQ' .. lan.d valuea ... ·As·an .. ex~lQr in tbep,,;rto<t1916, tQ' 
1982fa~~~4 pXi1c:~s\ X'OS$; 240 \pe;centlfbi·lEt.tnQol't\~$ rC)sa'1,)y only 
25 pex:.cent. fLl<:>yd; 1:98,7.). 

5 'i!. 2. Changes, 

Tbe~our: goverIUn$nt:1nQJ.c;ated . .tn1t$ f:tl:atbudg;et. (1984)c . that.· ;ft~ 
1985,govf!u:Ment lendingrat.$s wo1;lld be brought, ~n.linQw1tbntUket ,'j 

,1nte;;,~sl: X'ates,. Th1:!. Qbange wQuldplaceagr.t.<:ultw:.eQn an.,~C\~ '" .' 
t.tnane1ill, :foQtil;lg" witnQther S.ctQXBOf'. th~eqQnoX'AY'. . 'l'ba' .gQv~~nla~t 
incU.·cated . its· ;lntentioD: tQcontinue tOi cond\1c;t l~n4ing but ':r~'ve it4 
funding%ol.e. 'The. pbasingQutQf' ~nt$ite$t ,conc;e$.s.:f..Qns was~l'tdat.e,d. ~y 
thEt, .' ltutal llank,,' $, in,orea$QcJ;. :tsllan~$on pl;'l1Jat~'rX'athe:r:tban.tCQtpaYEJ~'" 
f'Qnd,1ng $ou~c;;e.$"!Cl';etU.t . fJ:omotb:e~d,epal:tlt\ent$wa$ .alsQ to. ~ollow this,. 
pattel;'n",Conc~s'siQnal inte~$s.t rat:$$on,. existlng. loans were .tote 
g:rad,u,ally l:>rougbt tQward$a. 'market .indl.c:atQ~xate'Whil. new loansc;lftEtt' 
198,5 we:re to~e 1ssl1ed. a.t market ratElS ~ 

Tab~e $.ipt'es.$nt$: e$tU\at~$ot ave';$.g$ .. ;tnte):e$.tcQn.c~ss1Qn$\ to 
a9'+l<;ultut'efol" the ~):!otl,1984~1988 •. Dtlr:tngthis 'per!odaetual 
'tnteXElst . ,for(;gone increased t~roU9b 1996 &$ ~a:rket l:'ates ,rose 
.conaide:r;a!)lY.tastet' than <ll.dtbt:lconcessional rates .~$inqe tbat.tin\e 
1ntQxest;:, conc~s.$1()n$bave fallen~nd w1l1cont:1.nueto dQ:SQ \lntil 
e~:t$t,in9' Ie.an ,rates a~e,onapaX'1ty ltltbmark.et~~te$. At thetil\l~~f 
wi'it~n9',conc;e.~$ionalinteJ;~st ~at$f$ wereonly2percenta9El~ P9:tnts lowf,tt: 
than 4,nc;U.caf;orJ;at,e$. 



tau 
":'Ia~~h 

1!983/84 
1984'85-
'.19"5/:Q6· 
198618"1' 
lS81laSl' . 

" aV,.t~ge 
lnte:re:st 

: J • L .. ~( , .. " 

Rat.'-tt 

8,,8\ 
8.3 
9.,6 

.t1.Q, 
1~ •. 6' 

HU~.t 
l~c;ato~ 

Bat.· 

15,,1, •. 
1$",,3 
20 .. 6: 
20~*l 
19.,'9' 

tn.te~$1; 
'CQl\ce$~!Qn: 
,(tOOO.) 

·$161'e 100 
191,QO() 
.313, $)o.Q . 
265,0.00 
201:1",900 

l4lplles to. exist;iQ9;' . ;Lt;HU1_. 'qo;ly .N~lt lendi.ngafter: 11$8.$' $$tat; 
Jt&a~k..t:r:at~~ .. 

i,,--,' 

.$p~C9.; ''l~le~ (19SfJ) 
M :;.' " \ , ' 

Ina.4d1t,tQll" .. t:be ;saM d18t;()unt~' $~.30 '~ll~Qn' wQxtb Ofi~1 t~=dtl:>t ,tn·l$$.&. 
,an.4. 1987 f lnQv.;ttlg <:e:r;t~n cl:tGnt3 ·to ~rk.t .. ·i'nt\l~e,~t;-at.$.1t~o\lt " 
ltlo;oea$$:ng loan);i~aymtnt~.,1'bls c;U..$<;ol.mtln9,~c::hem$l)ta~ p.~ 'alia 
GQvet'n~emt :Jl~t'A. i4QkagEh ,IWblJ;_ bGlpiJ1.g $$t~et.dcliEint~1 ~t; -1: b.v. 
:affeqt~ . f.t.~auc!i~t'¢r>ntid.enQr. in the p~tvati~.i\ti.Qn, ,()tthe knk"aadtbe 
pr1V$~el:ssctot$ 'p.~):e.;l.V:Q<l.abi11t~tQc()~.t. :tb lQng-t;eX'lU loan$mat'l(~t~ll> 

'S-OJ 3. ,Effects' 

fhe,los$ crt !nt4u:eflt . cone~a$ton$ wnen<:Q\lpl~.d with; a l:'lse :!nnuu:k,t 
i.nt~l;'$.,t rate,;s.· ,has .contl:.i.J:o~~El4:. to, . th. ;$~"el:. cos,;,; ~llfl~t1one;gpetten.Qe<l 
byNe.w Zealand:.~l::$ J.ntD;e:la,ttb,l;:ee tQfourl'$tlrs.· ... ·as. fl 

:.1 ,conse.qu:epCQ, f~er$bave,la~ge~y .been$t1gaged ;;.:~ ~fil,fin~nc;tng~i$t1n9' 
d4bt$ (N~S,$t· .1.9(8).:: Xnte;~$J:,pa~$nt.$ alone'. ha~',l:1~:;Jen, ~,;om .. 1,6\'. 0.: 
;$~e$p/ll.6"f·t~~~)Cpend1tt.l;r;Q' in'l9$4185 'to,26!fJ ;i.n\1~,B7J$a. ,A$11gbt 
r.dl:1:Qt!Qn,to2l!j, ·1$ 'fO';~Qast ,~Q:r 19aa189, .' 

Whl1e,th$ .. ,1mpactot. ;:~ovj.n~int~:rEu'tCQnC:~~$;..on~ . .l.::J. dtff£Qult . to 
d!:$entanglQ . f~QIll $:ffE.t~~~ot· \~t;banges .1n.otl\$): fQ~$. Qf a$s1$tanc::.oan<i 
f~Qn\; . tn$:~ffQct;$ QldGt.$~iQl:atlng· fal':iil1ncQm~~,$.ev~x:~ lmp;lcts canb(:lt, 
Qbs~"E!ta. WQtal n~w .gove.;r(Jll'lent. .leltdingtn. 198;1ba$'d~clined:l:;.y 
'app):'o~~ttlly' .QQ.~~tht;,4 .,s;f.nce 1984'!, .OVe~tbEt ~.~\i·pf,n:j.Q4..J;1ew· .1QaI1s 
f~Qttt ·tta(Ung. b~nk$ and buil<:l1ng soc1et1~s,b~v$ ';,1~eJl by. approxitnat$'l.y . 'SO 
'p_rcent, (tabl~·S .• 2). +in\11eat1ng- tb~sEt lendeX':.,: m.y~ bave: lle$n prevlously 
ctowc1t(f 9~tby Gov~~el\t 1nt~u;v$ntiQn, .in tb$ finance. ,.inQu$try. .In 
"esponsetQ th~$.e: eV'e{).t$: andtbe' mOX:6fleneral . C\ssl$tanc(! . r.efoxnts 
bappe.n1n9 cQnqur;:~ntlY, .... Qn .... f~~capit$l expend1t\u;e(includ,ing:$i:oclt} 
was :tedu.ee4 by·:ne~ly 50\ in. tbe $amepe~iQq, ~ugg-$st1..n9':ta.xm~xnay()t 
b$eftove..)'."capit~l~sed", ~dvalue$flavefa)'len!n l;'~al terms. :by QV~t' 
50'" ;e.fl~c1;.inqhigh$l: ~.ntetE):$t CQst~~ ,reduced capttal:tsat~onQt 
$@$j,d$$$an,dl,Q'Wel:"tl:et;returns., 



.,.(" , ,I 

•• $ .. &: __ 1Il_._ ··to·'~.Qf.1 ~ ·A4~··0trG· _ ~ 
n·· (.,~) , 

(.$Jdl11o~) 

198.' , Cllall9tt 
al/8i1' 

~t611"1 
-.23;.8 
~3~1!3 

'32l\l:.8: 
36.1 
(''1'4~;O 

·45.3 
-..llj!.1 

t. It i$(;QI\$cidEJt:1\J,d ·tbat~,tbQ 'majOl;'.1t:y.of prQp$¢~.$2 ll.dtat.~an4' 
a~t; 'wo~ld, 11i:.aly .qe tn $Qxn~f:Qt.1t ',otag~1(;ultUt$. ' 

SQut¢t~ ~CQ+P, ;(19a,~l, 
('> 

e, 

G1V'~"n <;u~t_nt. d1t~et~on$1nl.nd1n~ .. poliQ1e$, tel.tantl~Qf tll$ ,f~ 
,sectoX'on gQvf;t~ne ·(u,nM' ,$houl4eQnt~n~e to, dt,c;l!nEh l1nl$$.$'~nte~~t c 

~atQsd~Cl~n.t·Qap1talre~nd1tute().n, f~~ 'will;r;etna1n 101ft . ,,1~c1allY 
"p:t;u:ing,tbe: J;)$l:1odQf. dtp1:8SSe4 f~l:'m: -tnq~$ ~ .1'~e$Q on~fClu:a\ t~.n4~: ~¥', 
.~ Q~f$et. b~ 1n<:l':Q$3ecl offwf~rDl,1nv.Q~~nt. @cl/Ql; pr;Qpoxt!onally illl9~E;l ' .. 
41$c~~1on~ry .e~ditl:tz:e ~ulfu:tJ. capital/Qelf$lQp.tt~nt. coe,ta'.::e ,bQ~e'!ll)y 
fan\$,t:$ • Change$,; tQtJ;1~ .. way l.nwl;llcb ,1nve~tmQnt .ts. t%:'eate<i :unQ$x;' ;i.'ncQtn$' 
·tuQalc~ation$ ~$ likely to,.eeentuate th1$ tre\\d. ~h~$e cbanges 
$Ug9:Q81:, t.h. ¢api tal QutflQW !l!'ott\,a.ql:1cl.)ltur~·1s·r~ \tiQn.lenc1,tbat lan~ 
value$wtllcontintle. to· ;tA.QX'eclQ$$lyt:eflt)ct p:r:odlj,Ftlv ftJ:8t.uXtl$ .. 

U patt ·ofthe, La))otl:rGQvfJJ:Mient,#;s a$$et:sales. pr<I!9X'cum\~:lt j.nt~nd$ to. 
$~lltbeRul:al ·~ ... d\1r1ttg1989... ··.·!rbi$full. cOllU\\ej;\cia~1Iatlon. will 
futth.l!" . cU.~t.nc.GOve~nt tt'Otn~ t:bEt- provi$lQn of~1\~nce, .to 
.9'l:ic;'Qltur.~ ana _llQV fOl:ll.\Q~pr:f.vate sQctor invol.'f~~nttnl()n9 ..... tel7m 
.lending. ' . 
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. GQ ...... "'1 ... ..• rnrne~t p.' lto .... 'V.' .. '.1. a ..... ~.·.Q~ ........• Q~.,.~:, ... ~ ..... ' .... r: .•.... ~ .. : ....•. ': •. ·n1 .. ~ .q. ·.e:~ .. · , .. 'lb.· ...• # .•...... ~ ...•. ' .....•. n.:> ... a., ..•. i;g. Xl.' .~.".fl., .. "c .... a. n. '.~.:' ... !'.~.'.' '(sQMwbat: .Q":r:l~Qk~·4 po~~()~· <II, .~lCUlt\U:_l ~l,a1.tat\a$~ il:.1f1Qt;a 
9()"~~~ta; .~~Vt1~n¢~u~"gtq ~ •• ou.t'(:. '1UQv~D.'t,.: .. tntQ .~):;.l, .• ):CJ~~ I,,:nf$ ~~e;, 
';~t..;:.~tOD' l:>!I"~. 4~u>eltat •. · ~Qd_~p;r:.icln~ Qf tb.~, •• $.~"~e~uJ to· ,,~Ol 
:c,1,1$t~r8~ .. '. Tb.1;t "eol.s.QY~ h"a ~n,~ .. ntEt4 lll:giily' j.Jt th9#:Q;itt,~! 
¢l';Q_"~iW) • .tt11Cf$ lfAet.' ul.:banlt.o~~ C\tst ... 4tlbaV. l'x>m$Q.'<:tf·~ •. ,lU<jtu.:~ 

. co.t~Q'f ~ral,$'Q92l,y'i.n ~~~;;t:QB~al;ts. tb.~,~1c:. $(1 ava11att$1~tyO# 
.s,Q~!'Q(f$,"" '''rhisunQ.1;p';~Qj;J;'t9; Q~·a.~tC::,.8.·lUl. ~.t\. ·j~~t.itlQd Ql\'$.'v$;~l 
~gl;01;lnds .: 

(/ - c~~n.$:at£o# .' :f¢~~Q~t1~d.u.t~'l?~Qt~ct1~npoliQ1.$1t~¢b., 
g.n.t~l:t.y tavotlxt Ul:~ ~UldQrtt~u; '. ' 

, , .,' t'~, 

IJ 

~ 'PtQmot!'ll~~vel()~ent·, Q~':·"l;U:ral·tntiast~ctllt' tQ "n'l~anc$ 
'9'tlcult\ttalQutp~tj: 

-iene~al.~ty o~je¢tiv$$ In· 8¢~()~eQQnoU\1Q pQ11c;:~e$., 

~bf)$e po11Qieshavca fac::.tl~t;a.ted atr~T1~f~t' Qt. X'Q$Q\1~ces;(Q~p;ttal f.Q4 
b~) ,to ~x:~la;ea,s.. tn$u'f'fi~ient. :data, p~f)(;l'\1d&$: .Qu~rent e$t,iJnat~:t qf 
Ag9J:egat·o; a~.n$tanQ •. 1e"$1~"J ... ~,*de~e« f:t:QmQthf,\lt.' $t\ldl«3 .. (l(Ql$ont 1.98315 
'Il'QUQ~Ro$$ 19$e~ and:C:Qn$~4e~abl$.«meQ<1O~1$vidEJncQ'~ ~nC'1l;ld1n9 th. 

, 'rG<;(tntl:lrtq~ng. cbange# . ~c>ng:st.t~owne¢~t.r;pr1$.~.$, ~ugge$t, tbattbe$Q 
;;tQ$$""'1J~$1dt~$. (!on$tj.tut~a ~l~.1£~<:ant ~$$ource. tJ;~n:lf$%:., 

~.2chan$le~, 

Witll.,~n~ha$t.$Qn t:$Q.UQ.i,ng: tesou.rC$.mls~lloe.at1on. j;Q, 't:l'leeQQtlQmy,tl\e, 
~tll: . G,Qve~nutent.has~' eneoUt;8gCi\ci, ~xal :;ff~wtQ~$ tol>El· p;rice,d.on a 
ll\a~g!nal¢ost$l:>a:'i:l.A$, t.llis,polley!~x.ecttve, . i$~plem.entfac:l the 
o~t~n$!v~ l;Ei'g~$$ of C:1:o~$-~.~~;~~atiQn $tEl l:)e.1ng· J:eciuc;ed.. !l'al:>l~ 6 . .,1 
$how~ tne, cllang~$ t.oi~,$ubs.it .,<>f X'(tltlvant serv1qe$. '. ;'rb.~$~$er:v1qes, .ate, 
i.llllWldergQi'ug (;'bM,c:t~$' .ini:bQl,~ pl;ie;Lngan.,d/ot$uppl.t~$ ~n Q~del:tQ 
~~flect actual C.Qst$ '.. lncl\lq9d~n, . tbea6c Ch~ge$;ts ~jOlZ ,t.v1.stonot· 
tat!!! st1;Yc.tu~e$and Q$ ~.eQn$eqqQnCE\ 'the funding $QUr<;G$ Qf Qperc;\tJ.ng 
7;$VenU$$ .. oj.. . .. ~Wbis,. 1$ b.$;tng' aCb~e~$d,.,:tn" ~b(t fl't'st·inst.ancf;)tnt'Qugb ,th.e ' 
Qr_"t1.on QtStat. owned: ~tQ~~.ise,(SOS$) fanc:;t$~~eqUentlY QY 
'·d.~egulatlonof th~ X'Q.:).evant inc1ust;,i~$ 'II . For tbe pu:cp0s$O.f tbi~$tudY" 
~ba.p!J$s,,'~o. el~c;t,;1~ity .supply p-Qlio1e$lltl.l be higb11ght$d ,asC\n .example 
.~ .. ~ .. Qv_r~:l.·l PQJ;iey·ehC\nges. 

Sl(fott:101tf,iSSuPPlied ,1n;a twot,ie;:ed. .ayst_ ~n NE)wZealand,. .fitstly, 
tl\., :n~ej,Q)j~l .g~id $uppl~e$QUlkel$ct~$.clty t.o whole.aalacP$tQme~fI kllown 
.~;$u}'?ply1t!1.tllori.t~.$ ., These.: ,A~thQ~itie$ tntu~nreta.l1. tb~ 'power tQ; 
inQ1v1<:ltlal.Cl'qst.ome';$" Tbe ·d.tp.~mentlt\ana9'1ng tbe nat.:ional. qr.td ba$ 
~en tu;ned into anSO~ ~,~, .. a con$~q't,l$nc:tltthepoli.Qyof ~n1foxm 
p:ct~:lng'a19n9·tbe 9'%'1<:1 .1$ .~1p.g/ .x~n@ci, to ):~fle¢taQt.\tal cQst$. of 
tr.n~:;;:stC)n(a . ftmQtiQnQfc;Ql\$\WlPtion tate$: anddi$tancef~omPQweJ: 
IQu:r:ceo),,'rhQ. loc~l .SupplyAuthcn:$.tle.$ a:rEJ being: encouraged tQpha$$ 
out l?QltQi$.~ of Q()stave;aglng {cX:O$8~$ul:)si~s:ln9land. ~\\OVEl, toa' pri.c,tng 
!stt\lQtut'ewbiq.h:r:eflect~. aet'Qal3'tl.pply CQsts., CUrrently each supply 
"utbority·;1$ 91venltlOnolXl1y $tatU$:OVQX 1ts di$t.x:iot.,. Howev~r,j .. ;f local 
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aacess 'to ."I".1C •• 

tiir" in 
d.liv.1!Y~!loata 
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.1tct:r~qtty,: ~~w.l¥ .i'$d_:ce~la~'dfl ..• $, P:t:opO~.,d:by th.T~Elap~~ t 
c~tlt~q.~ -1"\:(Q~¢. A\1.pp11~~. to a4Qp.t .ma~g$n~qo~t p~~¢.t~g:~ 

i,!'! S".tlic1:s; 
'I 

20 

l,Q.g.o.t'~ ,the l:~4uQt1oJ1: .,Qf Ql;O#$-slJbs1d!.td 8,tnS.Q'$.wll.~ .x'~$. $'QPP~:r 
<:0$1:4 tQ .~al ~_.Sl!i . ~W' PQ~lat1,Qn Ckln$1tYA; •• ;S·(eg" '\li119g1;An~~ 
tl\ltt$\.),'w111 ,~,.·gt.t.st.ffGQte4.$. $1)pply ancl ~t~n.nc .• QostO'ue 
~n.~«tlY' ~t9h'r to' 'tA ••• ar •••• 1 ro~ugplf,l" . 1).., ~G~.n1: X'fU~Q~ : •• t~_t.,; 
tbfJ _"'nt.En: .. nQe/.qppl,~' .t;,Q$t,:o~ t~~.php" 1'1$."10'$ ·~o iaol.t.4~al 
U\la$; to: .~ ..• $,tn\1C~'·_S '10 tiM$ thQ .;c~rM-.:]. •. UJ;Jntll~.l;1r;tc.c;oat .' 
(~Q~chEl~llJ.ls~~ 19S5)''!1 " In A\l3tr~1~*;~.tm;lCb '(1$ . 15 $>$1;Cent . of' PQ3~1ble 
xtJ.~al electr4.c1i:y .an4 5Upercflmt. Qf', X'Qacl -.tntemUlC. ~ost~ 'WOJ:f1. . 
. . cl:Qa~;$ul),:J,¢ts~Q;·~;Qm u:):bu ~atGpay.~$ .1nthe ;".~+1 1980' .~. }(Q:}.~fiI'n:~ 
'19;83)~. ' 

'gl'"l(ft~tQ.tty. :;at'*'~ ,b~vQotten .l'Jt-n .~ '~l1ttt(;~4.Q.J.s~6n .s'm~r;h ."'$, ab \ 
~toA~lQ. one ln, thQ,pa:rt" .Qtten,ben.tltt1.n;. fa;t(l/i~J;19at1Qn .1.)a~r$~ 
aQW'Ve~f tben9t~esultQtth.mat9tnal.co$t, Ql:1tfi~~a ,Q.nQ;, cqm~tJ.tto.lli 
wJ.ll .. ~,in ~Qst .c;~$.Q$ . tQ;a1se. . ~l.ctx:t~1t;Y'Qoat. to .. :n~w'Q~ .biqh~~ 
supply Qolt$,,, .. ~~ 7:~t~ c'u4tQn'l.eliSw~11 ll..l<;elYs~~ C9##'QlUP:t:tQJlc'tuu:geuJ 
.ra;t$.d, ~1,9n,tf;t¢tllltlY to U.,1#g: thQA~.t;·t"11an. ~~rtr1n\"e~s <Qt C;:l!Q~$""$lU)§,1cU.(t1 
A$ ,a; .. ~ncbma~k:J. ;;L.t 1$Q~tjJ.natt.lc;l;tb~t t:ul1 Qb~l!'9'tng, fQr:QleQ.t~lplty 
$UPPll. anclJ,'mai.nta4n*nc$cQ1,11d t'a1s$ .~t."~l .... ~l~,()t;r;;\Qity cQst~ .l)!: ,$30 
.1.11101'1 atcu:t:ent ·c;Qns\lXl\Pt~Qn%~tQ$ •. ,While tIl.; ;~Q$tQfQ,l~c;tf1,~Q3.t,Y 
:;r;;$pl;~~el).t$,.QnlY l\of'1987 ~n~(\p and :beef f~'9xpenQ~tu,)tef .$~Qlt~~e()lX3 
:t, 1. '.'.~.:~.'. $. ~n.' . 'th~ . 4.bang.". as. foX' 'Qt:b'l: ~X'a:Jvs.,.'. ' .. x:vi(:Qs,cottld l\ave .". '~~9tlj..ttg:~nt j. • 

,:lJnpacton fattn CQ~t.S"i . I' :~ 
\ 

Gilt • The ~'t.ltur~ 

tU,thtbe gt;a(\ual$lUltn~ti.Qn()f·p~l<;~l$~pply s@$ldi.est ~tl~al. ,¢u$to1Qe;'a 
"'~ll 1nQt'~#~tngly be fQ~¢ed" tQ pa~ a: p;r:iQe; ~l:e' .aCQ";J:a1;fil~ ta~la~ting 
tn~ dQ.$tof·sQn'±.e,,~. GQvet'$,nt:, . will b~'\(eaX:fad\),t;.4. x-qle· :j.ncQl'1d\\ota~; 
w.$ll.· .a,$,plCly!ng:a .I!lO,t~ :n~utx:al~un4tn9(\:~ol$, .1'h$. tnlp~qt~ . wtll 'b$.mQ~t 
~Ql.t1n ,t$Qlat,~d;a:r;$a$ of. '~~w .Z4lalamcla.nd.pl::Lc(t ,cl1an~~s w:t,ll.aQc:;~,ntu~t. 
tb~'PJ;Qb.lQ11ViJ·9~ma:r;g!nal ~a~et$:"Xnadcllt,i.on" tb~. ,~\lppl¥(anc;t\ 
~tnte1'@ne.).· of~~l;V:1cQ$may .d$c11ne a$ d~mancl.:1#rEtd.uCQd .d.~e' t.QpX'lQ.' 
inctt:i4Se$ align~ngl'con,3.\lPlPtiQn wi tlllllatg;lnal . PtQ.du,c;tlv±t;yof the 
$nr;>ut;$~. 'thQ htgbe1:oQ.stof :t\l~al.llvin9' ma1Qnh~nt;etbe lJl:banrntg:r;ati9Jl 
btlng exp«tienCf;ld l.n Nell ,aQalQn(t, at :pte3ent~ 
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~b~ ,~V$ SQcttQt\#: :bav~' .. ht'gbli;gld;f:d . the "pl:$$$nt 9Qv~l!'~Qntt i. ~1:Lc1' 
act!otl~ to ;tQ4uce d1.flCt; :and:', 1nQ1t.~,qta$,~1~t~Q~ t'o aglt1.Q~'~tu2:..,.f.tle$e 
qbaJlge$aJ:.' ~.~Qfan(t~e~l:t plan '~Q#9QV$Z:~fmttQ. b,et;:~~'am9l:e 
n$utl:a'l ~~,~.~:.tput.~J).. tije ~.w ,,~.alan<i _Cot~~~~ ,~, ,~di~t.,eff~ct.# 
on~gl:ioUle\l~~ nave· l>.n: ,tb:~t1~.. lnp\lt ,.,~l;.l$1dJ.e$" /:;.$6~~,ob ~lld. " 
qu~j;ty a.$$UX'c;ulQ':, .~$$1$t,n(;1l ~VA l;)$.~nr~ve4 :Q~' ,$c~l~(\dQwn,.· ,·F~Qm 
19a.lSS t,h.$.f'~$ct1v.J:ateQf asd.~t,anQQ _ tQ. pa$tot~l,agr,i.~Ul.t\1t$ h~$ 
fallen, :f~QlY,l; :2Q, Q~' v~lu.a4dQd.'tQ: an(uJt~teC16' ,~n~9s,11ae~ ~h~$._ 
ffgu;$a:i.\~e1ncll,1'1ve·Qf .tbe:neq9.~~'V.·~$$j.~tan¢e, ,~rQl,\lj,mpott . Pl:otElQt;iQn. ~ 
'i~~biJ.J:t .the ~~O$3~f;ub~,:Ldt_s MntiQP,,,,Q,.~n. ·Chapt.,~6) a.t~,·· <:t1lda~ 
Eitst~t.ecl, tQ' ~ wp.);tb~b~twe$n . ~ . an(l. B ,peX'<;antot valu~a.q<lea . tQ·. Nft-w 
Zeal,ancl . aqrlcult1UrQ1l1: M1.1.11Qn$Q.f .4()lla~~' .of ~l.')J:.~¢ .• $81$ta~QQb~$:' ~Gn 
p.'.~o, V:!"de,.<l to a ..... g~~.e:.ult. U~. witlt.little. ~e,:.' gq.).,= d ... , .... tQ, t.ll&,.',.e.ftl-e1e .... ncY' ... 1m ... p. ~Qt:$ ... -of 
tbl$a~si~t~u,lC.$OI:aQw~ve~~. w1tnthe ~hi:ngeslnp;,ovj.$:i.on and .p;;tq1ng: 
pQ11·C:;$;.e$~tbea~iQultu;f:al .. ~(il~Q~ ,;f.~ l:H;l1n~ . ~e~i~ed. to ~y .fQ1;tbe~u~ 
gqod.s ,e;nt'l s~r.liees"att~~11$t!Q ,¢q~rt$. As:·q. . con$~qUenQQ .. , .. ta~X'$' ,~t~ 
b~lnct fQ1:9e.d.. to· tt.llly~vf*luat~ th, ben~f~t$ ,.a'n<:!·apPl:QP::,i.at.e: U~E;l l..~vel.'$ 
'Of tb.es.e, "nputQ • 

~he a9~~c!;\~1.t~a~(:Qmm-qnity. h~_: genEt;rally $u.pPQ%:t.ed.<.1Qv~r~nt . p.()~icy 
m.oV~:t tQW~;¢4$ .,,_ ._ot$:. ne\lt;;~l :t;\_$$1'$t~Q.Qnv~t'Q~$tJ.t., ... .ae¢¢ntly hQw$V~lit 
~c.u.'m~::s; nave:. felt"ba~d ·c;\Q.n~") a~ .a~:f.:Q\lttut'ala$sl$tanee. bas, b.Q~nl 
~l;i.lltll~t,e.dnlQr~ f~pidly' th.e-Xl ~$~s,tan¢e. 'tQ,th~t.mpO:t;tsub$t1t\lt;~on 
3t~t~". . 'rhQt~· ;1.$ .. Q,l~.~lY. f;)v;4enc,e AA¢QIl\lngava:1l(lblQ 'wb!cn 1n<iic;~t.~Si 
that boththe$~qu.~~oi,n{J,: andspeed()fad.justm~nt .ba$ l;le$t\ 4Qtl!il\\~ntu t:Q 
,a<ll;:lcultu,r~ ~ Wbil~: otll~~ in<'lu$.t.~1es, t'emain,a~s~$ted, ~l:Ve~$~ ~E)'O\1:.t;ee 
$htfts'qC)Uld .oceu):"wh1<:h ar~ not .10; tb.$, .1Qn~;1ln 1l~t1J)nal lntel,';eat., 
iropo$e4 .labol)l: ,ma~ket . ~ef()=s. bave nQt ptog~e:;l$ed ·fa:r:". with some 
:nQtable;. :ecent except~Qn$. 1nthe J;tlQat ;tn(iu$t:ry...ln .additt.on ;'~~ 
in.t.er~$t 1:at~$ ,t~maln hlgbw1t!\ e¢ne~qt:u';Jnt1al '~;fe¢t.~Qn. tbe'~~Q~~g$ 
rat~\" 

It ~W9ai:'. tb{.t.t;tllEJ p:r~vail.ltua ~tt3.tu4e ~~nq ~a~eX'$ 1$: to $tio)c.t(~'\.ob 
t'atm.1ngtalbEJtt .Qn .. ~ . $()~what +atiQna1.1$$dba~d,th,A l;~CQ.nt $\J~veyQt 
Qta~G tatm~~$~nfliqat(:)da3;ound 39\' Qf l~~~s 'p~t'ce1vlpg. nontaecl to' 
chtlngQ$,()p'et'atioJl$1 40'· .in4ioatd.ng, :~omeac1j\J~tment$,we~$neec;1.e4, .. 'tl\: 
~nd1Q~t$d. th.e need. t(),matc~ ~jQ;:a~ju$tlll$nta . anci/Q~d1v$~$.1fy and ·4!f 
1ntand.ecj to leave t~Xlll;i.ng- ~lto9~th~~(Fu~~athe:r t 19.$7) "', 

1. 2Fa.rtn·~~"e~, • !!A'e~ct .~n.d "a(le2~Il~'es 

Xtls '<lt~'~iQult 9:t tll~~stase' to' $val\lat.~t.be extent ofec;<>nQtni.Q. 
e:'fldleti~y .9a1n$ trOlJt Qhang~::J,1n gO"~l;t»'n~nt PQliQ1,e$'~Ne.w. :z$~laud. 
ag'):1cult:uX'~ 1$ g~nerally 1n ,a, $tat$:of .xoet;-enc:hment.a:nd.. ~e.~tx;qct\1:ri:ng 
ca~t~Q .b,y de,cJ.in.~$;tnf~ gat. tem.$ ·of tX.:ac:1·Q,. FaQtQf:$.cont:ribl.lt1ng to 
tb~s;¢Q~t ... p)Ci.Qei ,sqUe~~f;l ,includ.~: 

~,d£fPl;eSthl.q.WQl:ld.qoll:Ul\Qd1ty 'p;icea ;f'Ol; 'most prQQ.l.lct::;l1 

. ·Pi l11d~e, vQla~!l~' fa~sat$ .~~t~rn$ ,follQwll1gth~ flQatingoftlle 
Qoll,a~J 

~., . pr~ce j,'~flat1on. -pu$hingup 1npl.lt ~nl;l~nt~re$t Qost~; and 

f:J 



... " low$t-l_v&ls, o~. 1QP~t. ;an4 IO\ltP~t, a~$~#tanQ~! 
l' .,' ,. Ii 

'StV(fb ,tit., $l~~lt~QQU$;Q¢dut:;efiQG of' tbEl$~ ,;e"$tlt.a,, Q~e;~u$t ~$Ql«t_ 'tbfl 

.et~ .Qf . '~cQno~<: lib~:ral~*~t,1Qn ~PQn the ",Q1:f~qt~t\Q~' of ;l;:e!3.Q,";e"e· ~~E.\ 

1l\ag~$e'qlt\l:r:e fJ:Qfn ,C)1;b~~ e~enta~ " .' 
(i' " . 

J\S .... 4oC1ite~t$t1,l>~ ,Reynolda $ta,l(19S~J f! ,the lfl$t tQut. y~a.t$bi:vEt,... ' 

·w$;.tn~~~~ ,~ l~;g. ·4~ql.1n$tn}:)Qtncap~t.~l~n4qi~Ql!et~on.q~~ndi
ng: ,on 

f~=.. ..t\.~aX'g~p~QPol':l!i.on,of~U~l\l.$~$Q~rc.,s ·h~vQbt.n tralu
'f.~t~d. to 

del>t: ~~t1r~Qnt~ .A$a,COn~,~quen.cel~tls titff1cult'at pxe.$ent ,to 
dQt~m!nQ,'Whe,tl1~li'. tnE;)l;e b,,"~ ~el.l'l\la~aJ: . chanq$..1~ .t$S'O~q~'U$.e~nQlQ:; 

ptQaucti vlty • .~be QUt'r~nt lj.qu;td~t.Yc:l:t~i$ .. tn .. muohc)tNew .~ei:t~n4. 

~st1(;ult.~e ap~a.r$ to. be. :tak!ng' p;t~CQ~(10e' !9V,~:r: 'Qtll~;: ~nas~eot 
1$$\\6,5. 

' 

The' agriC1l1t.Ul:~.$ectQrha$.s<;qleQ.,;ce$olP:ce,£lQw$ tQX'$fl.$etma;ket! 
.cQnQ~t1qn.s an.d. l;t=<1tlCQQa.aai$.tancEl t$vel~. ,r"(:j~ing'WOl:k~a1:$.,. , 

(;fl~natlng' '$Olt\~ excess Qi;l.paQ1ty t .~~p$c~all.Y$~nq~tbQ .r~v.al~ _ Qf . SMP' '~ .. ~ 

'E'~nanc:1al a..gents .. an~ tna~k.~t~n~r¢~9~ni~at1Qn3, b.9t"VEl .. '~lso- ~at~Qna:t:1aea 

Q:p$~attan$ ,,' - S1~:e.icant. reduQtl..Ql)~in capital~~pen<U.t~l:e..
 l.~Q~~r :at\d, 

otfb~~ '~SQ+ettQnal::Y: .~n~nq ~av •. oc:~~~ecl ontam"r;vtd~nt:e ,~'Ugg~st$ 
tb~~ . '!arrna .9pe~at1()n$ -a~~ dJ.vers~ty$ng; t¢ 4.nql:qd,~mQ;eott-fa=~ric~. 

and. invQs.,tillQnt(ra}.x.w~~thQ:r;, 1987). ' 

~atl.$al?pa~nt 1$tllac the coats an¢ r.~~k$ ~nh$:;ent 1n (al;ld.ng nave, 

ib~en t:t;'U$fi1:r ed. n\o~~(;ompletely .f~Qll\ th~' ,taxpay~:c to .. tne t~+In~ttb~n 
ld.t.n Qt~ta;: ind"$tX'1~~. I)etnanCl ~Qri.nput$f' 1nclU4i.ngpuQltc '$.Q1.'Vic;,eSf 

wi~l J.n ,. t'U,t.U);$'l:te:. mQ~$ .~$~d; .qn . 'th~1rPQl":q$ived .margi.ll$,l p):Qduct1vir ty !Ii 

'rh.a . ~!ub~ie;secto:r j;.s now al$o. 1:(;!cetytnq market .$ignals'· . frQtD.t;l.tents. 
'fhis 'accQuntabj.lity !$aue will, le~~Q:nt.ba pel;ve~se, reSQu,XC~U$e 

'O¢.¢1;1l;~~ng; .inbot1tp@ll¢a:ndpr:lv~:t~. seot()~s, ~ . ,A~ :a 'con~equanC;~t 

. ,);~sQu.t'qe$ a.J;6 11ka.ly t.Q 'move. OU~QfmAr9'inal in:vest.ltllants. lnclud.ed in 

tbis ,icban9'~ .ma1 b~ :$l.lb$tant1~l ;;El.$t;~c;t\ll;'1:n<1 in th~ m9:x;ema;a:;:g1~al 

fa~ill.gaX:f;as. 

1.3 . Government, 

'l'h~, ease ,stu<U.~$~xamine<l1nth~$papet $bowbo\il! the t.abO~tGQve~nm~nt 
has inttlated: .a.,nl,llnb.e:c . of ;-efotn\s tQw~d$, a .mote, neut:ral ~elation$bip 

wltl\ th~ ,agt~qu;ltura.ls'ect()~'~.·~~ila overaltl pol~<;:Y anQ .functing changes 

h.av~ reQu.Qed,dl$t~~1ons wi thinagricul't.ure61 tbeGovernment., intnefout: 

,~ncl ()n~ halt \j'$Ia~s'Qf its tam, nasl?e~~ incotilplete in e$t~Ql;),~.hiJlg tb~ 

Ql.'edibility of t,b~refortns. 

In te~of Gf)v~~nntentcond\.tet f~t.has, ~u~cee4~d.1n l'~ov:tnq 1t$.elf .from 
vaX';i.(>us ~$~l$t.a~cQmea$~~s:. tt nas.el.it.d .. nateq Ji\QS,t dix$ct t.l,7ans··fe:X=$. 'to 
a~r~~ultu::e( put many $e~.tc~s QnaQC»llrof.u:oial l:lasis. a,~ w~lla$ p~rtly 

l'~vi'ng ·;impQr.t me(1$utes whiehimpace Po .prim(;\~yprOd\le,e1;~ • '. DiJ:ect 

1nvo1 vetnetlt in thaa9~iQ,Ult"utalecQ.n.omy bas been ~iqn1ficantly 

~ul;tatl'Q·Q." 

'1'1here; refQl:U'\$ have' been ~ut. 'inplaQe~ftiqlencyga1n$a;J:e being made" 

'Meat in$~,Qt1Qn .s~t'Vtce$. $:t'est.1ll be1ng l:at±onalised, l;eseaXQh 

pl:l:lgrantn!.tlS a:tQ l:leginnn1ng t() adjuetto matket.needs,and lending services 
u~mQl;!-e C1Q~Etly. ,x:e1;lt¢tinq' Qemand, and -supply faeto;s. Thes~ gains will 

~t.en<;l to otb.a~l;~~al se;J:vices a~, r~fQrrnsatQ implement-eel. 



; :; 

In the .a:~aof fund:1ng thQGo,re.rmn$r.rt';. h,.sol . .a&l;'lYCllt. bao:k £ts ' 
eontt'~bu,t.ion' to pX.'ivat~'9'OO~Mc;l$$l:V1c;eS ~ ,T1lecr~at~on :0£ state Own.d, 
anter.pt'~s$$ . ha1te 11l1PQ~e4co:$ta ,dl~~t;tly ,QntO\l'S$l:8"., " ~he :u~.t:-p~y$ 
$Y:;1f!f!maxxc:l tll~:~ep~x,a~ion, t>ft\lnd:tn9 and:conduotl:ole:s, Qccl;l)::r.i;,ng ,in 
depal:bnent$ ba~ leq,tobettc;!i: d.$~1.n~t:tQn o:e ,benef1ciar;1.es and to l11O~e' 
pr1v.$te,'fundinq of. r~::S$<p!~h $.ntl(levelQ~ent .aQt,ivtt1e$ ~ 

H.oweve.t:; in, ait;tf).$wbere . ~Pl>l;QPl:::L~:tlitx ~.~ an l$$~e +heGott$rMlent . has; 
no.tc . yet. ,act,t"elY'o;c ,full.y ,.s\lPpo;t~ .ee:t2a~sms to all<>w the pl:ivat. ' 
$(~ctor to,.· fl,1,nq Ri.Daatlvittes~, 'tl1e):ea~ar$ .cons!.d$x;abl$, wotkto be 
<\One In es,t.abli'Qbl.tlg le'Vl~s ·and.oth$:r:cQll.ectlvefunding.~chantSll18. 

l1Q$$ibly tbe 'a~ea,o~ gr~ate$tneed: fQl: fv.rtbe~· ·GOvel;tUlt¢nt i8ction. 
,.!nt~r:vention) it;l in, tbee$tab11sbment: of .tbE;t new eCQnomioenvJ..t'oIUnQni;. • 

. To ,$l~m1nate tbe traQ.1t:ton~1.~ctatlon8 ,of ·a$~t3tanceqpone~¢Qunt~er 
Qf ha:tds,b~Pftbe.GQvemment, n.eeds, to. b~consistent :tti its P011¢Y 
d1~ectlves.. ,ltis easy todis¢:r:edit l:eforms by :px:oovit;iingad; hoc 
aS$i6tanee,.m~a$t1~ssuohas aspeots.of·tl1e ~ral ~ank,4iscount.~ng 
aCllemes I dl:'ougnt ,aS~i$tCUlQ.e anel delaY$ o£ p:J:opOsed t;efo;tJll~' lor 'thes~ 
petUJ:bationsgo ~ long way to~~~ping. the.agricultur;al .seat.ol:' reliant ()Jl 
p'q'blic ;re~Oll,rce$ f01;its ,well being.. [) 

7.5. Net Results',- TheJu~_ is Still,Qut 

-rbe Labour 'Gove:r:%UU$nt, has su(!ceede.d J.'n~ving steadily' away f:(oJll the 
:¢on&uetrale in ag::icultu,ral $en.£ces' .. " ,It has ,~n:Jtituted a varletyof 
pse:r: .... pays .sy~te;o:$ . to, pr!Vat~$El, 'the ,de~ivery funct1Qnof .. $e:cvice~h 'Most 
of t.he c:,l,f.:tec;1; ,a~$lsta.nce to \a.~~i<::Ult:'u:~ lla,,:betll, J;;f;UtlOved as a 
QonS$quenc~'f, ,At p:eesent,tbe 'PQliC1Ip~ogramme, o~$c;onom1c 
11be~iJ.lisat1on :!$' only' llal.f 'way QQxnpl'ete,. \GQve'~ent,bas been 
incQnaistenti init,$ di.x;ectives, as it ba$ ~evextedto intQnentiQn· in 
dit'fiel;llt si.t.'I;1ation.$ancltb.:i.sma:tntcUlled ~pectat1Qns' of t.;J:a(iit;t.onal 
GovQrnment·suppot.'t mechanisms\! 

Itisdifficttlt.f to ful~yasceJ:ta:tn th~" gains. and losSes' ,from qQve~ent 
poliqy cba~ges ,at th;ts earlystageintbe refotm pl:Qgranme ... , 'SQnte 
a(icUtiona1t~.me for adjustment and an ;tm~:tovement',tn 
lncomeslmacroeconomic conci1tions in .NewZealanc;i ttl).l be nfle4aQ. ):Jefore 
·th~ .re~p.Qnse ,can, ·be "evi(\enced. Until thenfaPl'tinq in the changed 
eeonomic~nv:ttonntentw.j;.ll 'be tnostly a; prOCeSS of X'et~encbment. 

tt dQesappe~~$tbat, fa+me;C:$ are,mQv.i.ngto redqcta l,':isk$andclebt 
,e~PQ$u:re. a.s 1ilell as enS\ltinga cont1n\l,it.yofse~j,ce$1! ,., The$9 ,activities 
a:re "'8.4 ~pp;t;0pt:iate: response bytbeagricultural :$ector to. tbevagarie$ 
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