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Invited ;l?ape.,rto 34th. Annuql Conference ()ttheAustt'alian 
AgriqulturC;ll~cpnotnics Sooiety.,Brlsbane, 12-15th .F.ebruary1990. 

RonA: Sandreyand RUssell GReynolds 

'The ;objectiveoft'his paper is torE!fl~ct ontbe. seedofc1:lange that 
.lead to . the l:eformprogramme;t.o dpcument the major re.forIns. cat:J:'ied out 
£rom 1984 to l.ate 1969; to assess the cop.sequencesof ·th~se l::efQrmS ;or 
thec;:lgricultural seotol:' ; and to discuss; .}cey issues ,np1ffacing :PQlicy 
'makers~ ... Primary emphasis is qivento thepa$toral livestock sector 1.n 
:NewZea1ano.( 'reflecting both itspz:edominance in aq.ricultu1:e and the 
,availability of data .. 

Ron San(irey \i as .aSeni\.':.t' .Analyst with PQllcy S'erv-.icesl-iAF Corporate 
:Services~Wellington.. fi-9'iscuz;rently ·employed l;)y .the .NewZealand 
Treasu:x:y. Russell Re,yno:"'ds is a Senior: AnaJ..Y$twith 1?olicySe~vicesMAF 
Co~orat.; .Serviee$, .Wellington. He 1sio l~avefrom bis, position witn 
tll~,Indtlst.riesC()mmi$$ionin Canberra. llhi$papet'is based upon a book 
of the.sc:une titl~ to be published i.n Wareh 1990. The authors ar.e joint 
editors ·of 'that .. bo()k~ 



!rBB.DftING 

'Seeda QfChange 

GOVerI:UneIlt inte~entiQnillten~ified.,in the New zealand e.conomy. through 
'the. late 1970sandlnto thee?rly19SQs, inanattempttpretain the 
prQsperlty' of the 1.950s and ·to. inSUlate. constlmers ... andproQucers ,from 
negative external forces such :asth.e }.97Q8. 011 price. shoc~s" 
;A9x:l.ctlltUl:'E:!in, particular became the target ofextens!ve' 
pr,oductf.on-prornotingassistance,effectively obscuring ,):)ot.hthe 
declining terms oftr.adeforagriculture .andthe rising-real .interest 
'rate~arollI'ld the globe .. 

Eetweenl'9·7.9/S0and 1982/83s'llPport .to agriculture .inc.:r:easedfrom lSSlito 
33% .ofoutput (t~blel),.withconsequent costs to thet~pa'yerln teJ;Itis 
of, income .s\1pport:, ;subsidies,and. revenuefoJ::'gone. Adclitipnally, this 
switch to .0utputassist~nQewas .more! distorting in its impact on 
.agr.t.culture tnanpreviou$ agricult\lralsubsidies. ,In .19.84 the National 
gov.errunentacknowledgedth:is level .ofsupport . was unsustainable, . :and 
announced :Ci, progrCJ.IllIt\~ :for the teXlQinat±on, .of tbeSupplementary ·Mlniml.Ull 
Prlce·(SMP) ,ScnE!mesand tne ProdllcerBoal:ds' .aCQGss to .low cost funds 
£oJ:price .support .. 

T.hegeneralmacroeconom.1c po'licysetwas :prol:>Cll:)J,;y unsustainable as Well. 
The, fiscal defi.citandoversea.~ deb.t. had climbed 's.teeply,andNew 
Zeal'and's relativestandarc;l ·of .living .continuecito fall from .its1950s 
pinna.cl.·~. .As the countrY'.5 'econoInicperformanceworsened,tbe impetus 
.for ... changegrew.A ;5nap ,~lection :1n. '1984 brought. to. power 'the Labaur 
party , w!tha finance minister committed toa :less ~nterventionist 
e.pproac;h. ~hisapp.arent .contradlct.tc)I), ,of atJ:aditionClll:y. left-wing 
democraticpartyespous1ngfreemarketaconomic.policies.indicatesthe 
degreeto.whichpreviollsgovernments .haddl;i~ted: into ,intervention, and 
the high level of disenchantmentwlths\1(:hpo11eies. 

!r~adoande~ti.t~V9l1G.a 

Much .ofaqriculture's production .. is exportec:i to.overseas. markets, .wher.e· 
'Nt;wZealand .is ,apri~e taker. ,As a ·tradeable .1ndu$try,agriculture',s 
abilit,yto ,compete :for scarce :resources withothernon.~tradeable$ectoX's 
inNewZealand,anciwitllproducersinove.x;seascountries, depends upon 
X'~lat!:veoutputandlnput:prices.. 'Domesticpolicies "and. responses 
influence, and can. distort,botb. farm:inp'llt.an(;l output p:rices.lnthe 
pe~iod befox=a 1984 NewZealan.dhadexperienceds.ustained.highel:' costs, 
and aqriculturebad ·:lc:.·st competitivenessa.gai'nst botllother sectors and 
overseas ·producers. 

Ma~oe~9nC)%Qic 

~be exchangerat~was . .immediately devalued by the Labour government and, 
±n4March 1985, floated.. Central objectivesbavebeen the control of 
the deficit and reduction in .inflation. ·ijowever,gover.run.ent expenditure 
actually .increase<iin tbe :f:irst t.wo yeats ,andmonetar:ypolicywas ,not 
tlghtened.until1987. Otherl?olicyinitiatives were directed towards 
g$neralmarket .liberalisation, .removal.of export assistance, lowe;ring of 
'import 'protectiQn,changesinthe taxation .system to more indirect 
taxation 'anda widen!ngof the ,tax ba;:;e,privatisationof9'ov~rnment 
trading .activities,anda greater emphasis on gov.ernment efficiency. 



l<ey 1ndi.cator~are shown in table 1, and reflect an. appreciating real 
exchange ratebe1;.weeIl .1985-88, hi9h .short term realinte!'e,st ~ates, 
(ieclininggrcywth, . risingunempl.oyment and an eV'entualfal~j."f\the 
inflation rate and improV'~ment in tbe external account defici~. 

Tablel: Selected .~conomdc tndi~torsl New.Zealand, 1980-90 

1980 1981 1982 1983 1984 1985 1996 1987 1988 1989 1990 --....- -. - ----.. ---- '-' -, ,---- '-_. '-.- --. 
~. Tot~ Ag Output 4.4 4.5 5 •.. 0 5.0 5..9 7.6 6.9 6.9 7.6 8.3 9.9 

($ 1>i11i(;)l1) 

.2 .)\griculture,as 10.1 8.8 7.7 6.7 7.0 9.2 7.0 5.9 6 •. 0 5.9 6.9 
~, iof GD2 

3 '1'otal1l.ssistance 393 345 750 11791092 1060 874. 525 5.58 297 209 
($million) 

'of outp~t 15 13 24 33 30 23 '23 13 12 5 3 

4 Consumer Price 
Index 
(1982-1000) 746 861 1000 1074 1139 1316 1490 1724 1834 1924 2039 

5 Real '1'radeWeighted 
Exchange ~te 
(1976-1000) 1039 10231012 .1016 1004 867 1024 10.22 1237 1171 

6 Real .Net Farm Incomes. 

a. Sheep'andaeef 
'Farms 1056 8.07 686 663 503 832 329 475 459 44.6 506 
(1976 .. 1,000) 

b. Dairy-Farms 839 797 905 837 838 969 723 592 610 997 1308 
(1976-1000) 

7 RE)al Farmland 812 914 1000 908 818 702 556 462 424 445 
ValuQs 
(1982-1000) 

8 Aqricultural .Debt 
($ b111ic>n) 3.5 4.2 5~2 5 .• 8 6.8 7.4 8.0 8.0 8.0 1.8 

9 'l'.erms otExchange 
lnAgrlculture 960 880 940 900 980 1050 710 760 110 790 

.10 OJlelt\Ployment ~ 2.2 3 ... 6 3 •. 5 5.6 5.1 4.1 4.0 4 .. 1 5.6 7.2 

11 Terms ·of 'l'ratle 82 76 77 74 75 73 71 76 83 90 

.12 CUrrent: Acco.unt 
Balance (aDa t 
of. GOP) -4.2-3.6 ... 5.9 -6.3"'5 .•. 8 -9.4 -8.5 -4.7 -3.7 -1.6 

.$ources;tti:nistry .of Agriculture and Fisheries; New Zealand Meat and Wool Boards.' 
EconomicService;D~partment of statistics. 1988~1990 fig-ures rang-e from provisional 
tllro\1g~ to forecasts. 

liQte: :rherEc ~~'somevariability with the "years" in the above table, as different items 
have d1fferentreporting dates. 

2 



3 

eomarcialPol~c:l.es 

'The new Labour government accelerated the withdrawal of agricultural 
supports': conce$sionaryfa'rnt loans were pr9gressi v.~ly brought .into line 
with market x:ates,cost-recoveryplans were announced for produ,ct 
Insp~c.tion and advisory. services, andinputsubsi9ies were terminated. 
By 1989 assistance to agriculture had been reduced to very low levels 
{table 1,). • HoWever, gover.nment did absorb the considerable overdrafts 
.in the produ,cerboard stabilisation accounts, and a ~ural Bank 
dis.countingscheme was introduced to restructUl."esome farm loans .• 

Th~ current industry support sitUation is uneven. Almost. all assistance 
to agricUlturellas been removed and, .althoughthere .hav.e . been tariff 
rec1,uc:tfons, tberemaining assistance to import-supstitution 
manqfactul':'ingconstitutes an implicit tax on agriculture which limits 
the'seetor' 's growth. 

Taxation R.efo:m 

Much :re£orm of the New .ZeaJ.anci .Income, 'l'axAct 1976 was undertaken during 
the 19S4-89period,wfth.rnany of the changes having a significant effect 
on,business decisf?nmakinginthe 'pr~mary'sector,. The objective of 
these .cbanges wast.o achieve a s.impler, broader-based, more 
, investment-neutral' andeffici~nt syste~ .~ajorsect()r"'.specific 
reforItlsconcentrated on the controversial livestock taxation; 
c;i~duct1bill;tyOf development expenditll:J:'e;and the' tax~free status of 
p~od1.icer boards and co-operatives • Manl1' of these changes incorporated 
(generqus) transitiol" provisions, and 'took pla;cein a .generally lower 
incomeandlowertax-F,tentialenvironment. . . The broad conclusion 
reacbed ist:hatthetot'll. tax ,burden (j..ncl1,1ding GST on disposable 
income) has increasedW:l.th tbe 1989 regimet" .a:t.though tax liability on 
,the final sale of livestock has been xeduced. 

~gt.JlatQJ:f Re~Qrm 

~o und,erstandhow radical the shift,inNe1<f Zealand.'secpnomicphilosophy 
has been, it .is instructive t.o loo!tat there91l1atorychanges :t:esulting 
fJ;om the ,fundamental re-evaluations of the role of government. Some of 
these changes, sllchas prOcluctinsp~ction fees, R&D" expenditure and 
.'a,dverse.event.sassistance; were part of the general reduction in 
assisbanceto, agr1.culture. otherclianges,sucb, as local and regional 
government refoI.1lt, resource. lawmanagementre!oIIn, andconununity 
irrigation scheme ownersbip cha.nges',.although less direct, still have 
,$igniii:cant. :ramificationsfor, the agricultural sectoX' • Adverse .events 
Ci$sistance further demonstrates. the evolution in policy. Beginning as a 
series .ofad hoc ,policies achninistered.on a.relat;Lvelyregularbasis, it 
is ,now, recognised thatadvsrseevents'assistancemustbE;"; cOIlsistent with 
Q,verall,economf.c polic,Yobjectives. 

'l'herefol$.Qf domestic .InClrketinq regulations has resulted.incomplete 
deregula.tiQI.l ,of the wh.eat and egg ,industries tind a partiC?l deregulation 

'Of the town milk; sector. 

~ 
r" 
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;~ e()NSl!!Q~et$ 

F~rm (I~P'1tancl ,(')'P.tput.)Pricsa 

pu:r:ing 1984 and 1985the devaluation o'ft.he'N'ewZ~aland dolla'rbenefited 
pt'oducers~h;Lle:assistance .still .supplemented outplltprices for pastoral 
cornxnoditi'es.. .Also,.wol:ldpricesfox: .beef,. wool and .dairy wex:e 
favoural:>l~. aQwev~r,from late 1985 until19S8 'the p:;evailing pl::ices 
fo:r;,meats in worl(i markets failed to imp:r;Qv.e, th~exchange rate 
~ppreciated, inflatlonreJUained high, and. output assistance was r~oved .. 
Genex:al,lYt.New :Zealandfarmers were disadvantaged compared to producers 
ofnQn-tl;'C1.deable ,commodities. The only gainstofarmars werethrougb 
reduced ;naX:9;i.nS(pr()ce$.singcostsl~nd farm costs, wh±chincre,asedat a 
slowerX'atetban j.nflat.ion. However, the ipputprices wer$ still 
incx:easing fasterthan.those of overseascompetitors~nd damagj.ng 
inte,t'national. .compatiti veness. 

Only since late198a nave prices turned to ,favour farmers. 'Fa,:mers' 
term$ofexcllangestrengtherted as a resultofth(e l.ongawa.i ted gains 
fromthe~eform$and the stro.nger 'world prices for pastoral commodities. 
WO.tld p~lces for dairy pro d1.1 ct $ .. andwoolimprove(i,followed byprice$ of 
meats durj.ng 19891>Sotne dePreclCi.tlon Of the excllange rate ocCUrred, 
togethe~witn ,significant. reductionsininflat:ion and farm costs •. 
'Farmers 'werernore. compet1 t1 veaqa±nst ,prodllcersof non-tradeable 
·cQnu:nC)diti~s ,~np. in the international mar~etplace. 

On,.~~t-=~.~.fo=a~ce 

Dur;i.ngtheassistance period, sheep. m,n:nberSrose from their late 19605 
~ndeaJ:ly1910s1ev~). Of around 60 million head, to 10.million"with much. 
of tbis~xpallsi.onoccurringatthee?cpense ofbe$f cattl.e. n1lI1lbers. 
S.ince 1984 'll\lI1lbers have d7:oppedbacl( to near theearlierlSvels« Dai~ 
\PQWnumbeJ:'.s,meanwhil~,showeda.slowbut v<lt;ia,ble .'inct;ease.. .Output 
,levels .1arge.J,y ,mix:rorad these changes, although with the. uStlalshort 
tex;m negat1ve ·s.upply . .responses and :Qiplogical lags associated with 
pa$toralfarming .. 

~moqelof farming responses clearly indicates th,tt :p:codttcers'behaviour 
:Defolte lIlnrjsince liberallsation has not .differed - all output and 
inv~nt():r:ychanges capb.e expla~neclas cQnsistent,rational .responsesto 
PrlcE!S" co.st$ andseasonalC.ondi tiorts • 

Farm :iIl¢.omesgenerally declined througp.outtbeperiod to 1.989, except 
f()~tbe upwardsu,rgein 1985 due to failourable e~changeand climatic 
condtt:[Qns(table 1), and improved daix:yfarm income~ in 1989. Farmers 
were.caught, ina classic cost-price squeeze as incomes declined and 
exp.ense$ increased. These expenses were dominated by debt sel:Vicing 
cO$.tsa(ldthe resultant crowding out o.f discretiona;ry expenditur.e . 
. Ove:r:all, tpe capltalbase offa:rming declined. 

·La.nd~k.t8andRUr~1 Debt 

The. period 1912~82 was one of accelerated growth in nominal (and. real) 
farmlan(ivalues ..The period 1982-.88 was one of divel;gence .between 
'fatmland v.al uesancl inflation -the farmland value index fell while the 
CPlrosf!!. By 1987 nominal farmlClndvalues had reduced to near 1981 



level~,while in real valu~stbey bad decreased to only about 40% of 
their 1982 peak values (table 1}. 
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!~be$e declines,cotlple(i :with 'h1gher interest rates and lower incomes~ 
:x.-edUcec:l farmers' seC:U;"it.y . margins .and. ledtQ conc~X'ns. about debt l.ev.els. 
~u;raldebt appears to have peaked'ana,tnay l:>eznoving dQwnw(3,.r(is,a trend 
helpecipya :Rul::C3.l l~Clnk disco~nt~ngBcheme wbich saw a $229 million 
'Wl='3~t~ .... of,fof cpncess;i.onaXiY loans in exchange for max:ket interest rates 
illl98?.. .AJ. though ,:rela,t!oflships}:)etween 'f~u:mincome$, expectet\ future 
1ncQm~$andinflat.io'narecomplex,the 1arse ~nc,l;ea$e .early in the198.0s 
demonstrates the way inwhich~grJ.cultural.suppol;'ts b~c~ecapitali.sed 
intolancivalues"Tnls accentuated.thedebtl?.t'oblemJ.aterintb~ 
ciecaqe.. .;An. \an~lysiBo£ sneep;and.beef .. farro$ reveals thatf!nanclal 
lev$~a9'e. is excessive torcurrent.ponditj.ons. 

~w:!Ma:tket.Atlju.~ts 

~elativeiempl<>yment . ChClnge$Were~pparentt:r()m 1984 to 1988, a,s 
et1lployment ;'nagric1.ll:tur~.t ~g+~C\lltu:;al.senices, ,anc\processing ·fell 
both in'. ;numbers . and insnareof'totalemplpyxnent.. .At a: .. d~sag9r$gated 
\·J.ev~l tbeme.atprocessing indust;ry .. ( Qver,ha.l.t' of p:rocessing$~C!to~ 
employnlE!nt) bas . seen redtlctions .Qnly .in th.a l.asttt~o 'yea~s, .cl~spite· 
,bf#!n.gund$~ pre$sl.1r~ for '(1 ... decade. 'Xhetwotnain ,a,gricUl1:ural.;input 
.+ndtlst~le$' ' .... te~tilisel: and:·tnaehtnery • bavebQthlletlvedempl-oyment .1,n 
tlle ,lc:tst fo~:r .y~ars. 

AltbQ't.1gh .it is Qbvious .t"!1a.tfal:Itlirtgand ,related ... indi.:lstrie~ bave 
exper.tenc~d,. declining ·~ploYl\lentand .,eallingreal and l':e.l..ativ~wa9'e$l it 
~sles~lcle"rwbethe~thespeed'and natpre. or adZu$bnent. IJ±ffers .fr<)m 
that .of .oth~r .sectl1X's. . .Labou]:'refornt'ma.y have .Pto';:i.de'lth~ JCtecl1an! ....... 
fpl;'cbang~,.but mO::ltof the:~hocks have l).een .r$:l.~te(itQ .product lIlal:,,~" 

~epOl) •• ' 11l. ~J:Un:&.in •• 8r~ 

A :sul:Vey(Jf;agrj.bu~j.ness~i·X1l\s i:ndlcated t~Cit .. only changes lnthe' tax 
laws wetejUdge.d 'tohavenadasignifi c:an1:l.yfavou;ab1e ~effecton 
pro~its..On . the .Qtherhand.,increa;ses i'n .the .co$tof bo~rowed. working 
ca.pi.tal, .re4uot1on, :$.n the .ptof.i.tab~li 't;yofeJq)ort:steatlseQ.'by . changes in 
the, lolew ~ealand4Qlla;), . 'and ;reduced purchasing' powetof .customers-in 
tne, domestic 1na~k.(;,!tbad .important, negat~v~ef.!ect.$.onprQfits ~.J{oweve:r:, 
tiXlUs believed. that the st;r~t'eq;tcadj\lstmentS'they.mad$ in response to 
the chan9~c,i envi'ronmentcQntt:i,:butac;1PQSi.t1ve~yitoprC)!!t'$, 'andabout 
one ... ·th!rdQf the .aqt'lbl,u~ines,sea'.l:>~lie"edtbat theyhadbec~me more 
contpet;i.i:.iv.e in bothNewZealandand~prei:gnmarkets •. 

""lcfri:'-ng~udil 

¢omp~r$d withot.hel:secto,:s 'o.fth~ agricul turaleconomy, tht)m9.rket±ng 
cbannels.to:r: '~XPQrtin9':bave.b$en~el.p.tj.velyuntQucbedb'y 'the 
11be::a,l,isation .prQc:e$$:~ . ''the .. J.agi$lativeehanges .whil!hhave ,.()cPl-l1:,redto 
'th~ .ex;i.sttngmarket:tngboards.have . ~ncrea$~d ·tbe1rf1nancia;1 .and 
deQi$ionrnak;ng aut:pnQmfl~ 'and, j.t ;i.~ to be'hoped, ·thei;t"effici~n(.:y. In 
t'h~ .. case of lQ.:wifrtl.tt ~J:lceting t pro4ucer .. autonomy :has been .fur;tber 
ex.tendedtbrougbtheel:~at!on of :anew.alnglesell.er' .board. 

'Wh£l'$th~.re is:.still :considerabled.eba.te over ·themark~t:Lng adval.ltag~$ 
an<if)aQnQm~ceft1pienpy ,of suc;:hinstittd:iQI\St little:ev14encewa$ founa 



to, .~llPpoxt tile. notion that. . t.h~Yhaveprovl.ded .1ncx:easeclreturns.. to iNew 
Zeal~ndp~oc;l\1cts AI ..... On: 'the ,other hand, .. ' trend$!n, andcQsts o~ ,meat 
p:;oC~S$inghit9bligbttli~ :manne;r in wbich 90ve.rnment~ol;tcy .andprQauce'r 
,})oa:;d:$caninfluenes, tl1er~tl.ona:t.is~tlonpro.ce$s·whicbwoulct 'nQrJl\a,lly 
occu~ .as:a partot a: l1beralis,at!onptogramma .. \! 

'J$lC.x,zSSClfS' 

*=Qe~QJl.tc: PQllct..l\evla1t,cJ 
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:he :!lUpo~ant, lessoneme.rgingfromNe'Vt .zeal.and.' se}¢pe~i'enc~,ha~been th(:: 
~~tenttQ wblcntnese, broad, pol.,i.cy:chan9~s: interacteqt.o adversely 
eff~J.;t ,theagr.icultUl:al.$ector. . Tll;'sarise,s becausetheagrl.cultu:ral, 
:sectQ~consl~ts largelY.Qf trad.eahle 'goods"andthem~crQeconomtc 
PQlicl~s greatly .1nfl'Uencethe .'Stru.c.tureof. inQentivesfilcing th~, 
tradeable •. 9:ppdS .. s~ctOl:'. .. :P\ll>li.c: ,sectox: d~£,i.c1ts . and .th~ . 'as$oci.ated. 
capi~al. f!ow,sovt:!rtheperiod pl;'iort¢ :and immediatelyaftel: 
~ibe.rt~l.isatiQn" 'thef~oatingof ,theexchanqe ~ate,. th~ :liberalisation, ·of 
capita.l . ~~k~ts and tb~: 'tightmonetarypolicyadQpteg; t.o ,control 
:in £1 ~tion all, .ledtoa.n .appreCiation .. o£tbectjrrency • Thi$dl,sccu:r:agetl; 
investment . and o'Qtput .. 'intne t~aqe~ble9'0od$ .. sect.o~!'~n :general.~and 
accentuated the effect of r.emov~ng;assi$tance. toagI:'10ultu;a .. 

Whet'he~oJ: notth~:QV'e:tall1mpact o.f tbes~refo~scould haveb$en 
redu"ed by-a .di.fferelltseq\l~ncing of polt¢ie$i,s,uncl~ar.AJ.nQre, 
drawn-outprog.ratnn\$ 'ntaywellhave la-.oked tbe.e:r:e(ilbillty nece$sar,Y to' 
sust~in, the, ,~pet~s ofrefom.whichwa$afeatureo.ft.heN~W'~ea.l~nd 
expe~ienc~)I;, . ,Evenl;..t;a ditfe+"ent.sequencing ·,m.;iqbthav(!beenlllore. 
de,siral?l.e, this ,paq$ theqtlQst3;Qn of lots 'planning..liowever:, it is:el.eal:': 
tll.at th$.attainment ofa low ;r~tQot:dOmes.tic ;in;latl.on,.the 
conse~ential~doPt;fon .. ofane\1tralmonetary: . ~tance, ... c;lndtheel'imination 
0.£ tbepublic ,~.ec;:tp;: de!l.cit ate neee$~aty for .g~owthin tbe trade$bles 
sector,. 

Ad'U~1)~ Lag$ .~. 1t,u~.lDebt 

tcbebiol.ogiCal lags. ,inherent in Ii vestock.system$m~antbat: ·the ful~ 
~pact of the:refOl.1n$ undertaken has . :yet tobeobserv.ed.. 'rhe industx;y 
outldokwill reflectrefc;>xm imp11.eat1()ns!Q~a :n\1Itlb~ro£ year$., 

It l'Ias, largely llnant.i.cipated tbatit.'W6uld 'take ,$0 long ;f01: a<:i.justments 
inrutal.cap~talmarket$ .Md rural debt to take place •. :~f!or1:s ''\tlill bE'# 
:~quil'.'ea ,fT-om·. the .,financ;i.alseQto,l;to.geal.with 'th.tsproblem. '. An 
adjustment 'wQulQ.~·nvQlve'(iebt .~epayxnent$ol::p~ivat~ sect.()rwrite~o££s.,a. 
tX'ansf~J: of~wne.~ship. to newent:rants ~t loweX' debt: levels, ox,"'bette:c 
farming~~tutnsjand . lowerintet.est '. ,rates. .. Combinations Of all these are 
th$mQst; 11k-ely. ~hesol.'Utionto the ~ural debt problem. 1s,clea.x;ly a 
privat.e. sedtorQne ~9()v~rrunentlIlustJ::)e .ca~efuJ.to en~ure tnatany 
inte%;Yent;ioncloe~ :not'distort pri.llate sector decisiQnsabout debt 
l:e$olution, • 

Unto~seen(l\uylngOt.1tJ'Cost. 

'l'he E:lXtra 'buy,ingout'.'element reters to indirect costs involved in 
l'lithdrawlng :agticultural . assistanCe -nariiely,. the. w~ite-Qft' ofp;rodu~~r 
boar~ d~Qts • Although these debts wer$ apportioned as assistance in the 
:yeari'n w-hiclltbeloans wert. initially ·delivered to .farmers, they 



' . 

. nev.e~t'betessx:epre$ent'ed sUP$tant"ial trans{~rstothoag:r.i)(:l,,1.1t'"''C~<1. 

$.ectQl: in o;t'd,er·tplcl~antheslate't fr.-1; Pl::<lcl:~teal pU1:pO~le~. ~·h~ 

experi~ncep£ tne$edebts" hj.gblight~ the needtoen~uretrantirJC.:r:~.H·l(;S't-~:rt~.~ 

p.ecountabil~tyinqo\tel:nment:. fundings+ ' 

'l1nfinl..$h.ed ,2U.slnes,$, 

Agr,tculturalsupport ,for the e<::onomic;, re!orm progranunew~s based on the 

un<ie::~t~n4ingthatother se.ctots, in, ,the. (!lconom), ,'flould also face 

,adjustment ,p~essures,andabel~a:fthat the devaluation and subs$@,ent. 

~l.oa.ting o.e the Ne"t zealand dolla);"lo~ld ,r.esult ina .favo\lr·abl~.exchange 

xate~ Neither oftheS$catneto passin theshol:t. t~rm-residual 
pro1;: ect ion remains . fo.~ . '.areasof the lltal111fa.ct:u'riugsector, 'andthe 

e~chaI)ge rate in1tiallyappreclated. Although thege:rH:i!'ralpQlicy 

di17ect.l.onis heinqmaintained as :o~eat'lyl,99Qt continuing high 

tlnemplpyment levels axe . creating ama,jorpol:Lt;j,cal . iS$ueandthe 

a9l;~i'cl,lltu~alsactQ~ l'lill need to be . vigilafl.t 't.Qensure these conqerns do 

"not stall the 'fu~therref()rms needed to enable the sector to):eachits 

~fullpot.entlal ~ 

Cl~arlYt ,protection. toimp()rt .. substitutin9'manufactur,ingcannot~e 

iaccQlJlP~i.shed .witbout 'qisprotect±,on'to the agric:ultu:r.al.sector~ 

AltbO\lgh the govetnment ,. has been con S,l.$1:.£Hltin ,it~general policy 

diX'ection of :reduc:ingspec:ifj.cind\ls.t~p,rQtection~ itnasnot been 

peu·tral 'Witb,the sp.eed ,o.f a<ijustment, The ,synunetry bet'Ween ~etnaining. 

manufac:tUring p,rQtectiop an4.the i~plicit. tpxon agx:d.cult~~al .Cindothe~ 
ti:adeablesmeans thatthe:ceare only two ways to alleviatetheproplem -

by d!~ect:.s\lPport.'measl1:resto ag:r:icplture anclotheX' t.radeables, or 

;r.educedp~otectionelsewhete, in the e.conomy.Farmingleade~s~ 

;recogni$ing" tbe da.ngers of 'tbe l secQnd best/natul;G of Sllpport meas.u:cef' 

atestr~ssing 'theneeci for a mOra rapid l:eduction of protection for a 

):)roa(;\aategQ:rYO! manu.;factur~dgoQd~. 

"Thesame . a:rgume.ntappli,es.l;:o .impr.Qved lab(~urmarket !lexibility,wnicr 

,mu~t be pursued. Otheral;easyet to he :fully ac,idressed ,include the 

aPl'1:ppriate $tl:'U.ctUJ;as for the marketing boal:'dsand the future role a 

.functions 'of the Ministty of Agric\llture. 

TbecQmpl~'t:i.onofeconond.c,r~forms ;is. givenaddeo.. importance and urg~ 

· by-the . l]:r:1;lguay .. Roundof'QA'l'Tnegotiations c.urrentlyunde:r:\'1ay_ . A 

cornpet!tiv.e agric\lltural$ectQri$~~ucial it New Zealand is to take 

fulladvantaqe of any .pppo:xztunities ,iffereo by aliberalisation of 

c;1lol;>alagricultural 'trade .. 

I 


