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l~HE Nfl{rloNAt~ IN.'l'ERES'f, WES'l'MINSrrEn., 

AND :PUBLIC CIIOICE 

Presidential A~dre!)s to the 38th AllnUttl COllference of the 
AustraU~Hl AgnculturalEconomics Sodety 

\Vellingtoll, Febntary 8th 1994 

hy .R \V 1\1 Johnsc)I11 

There bas heenincreasitlg scruHny ()(goyernnt~nt policy decisionsnndadvicc 
in recent: sears. 1~hppar,amQuntcy ()fthe nationnl interest basbcen questioned 
and sc.lf In(cr(.~t thcoriese,splQrcd. Adlninistrnti:vc s~ystcms JlU\'cbecn 
refor.filcd.and the rok~ ufthe\\'cstminstcrmodel()fgQ\'crnment 
decision,.;maldn.g hasbecnn.lodJfied. lncreascd 'interest by economists in the 
poIicyproccss bnscrcn(edancw subject "Urea lU.economics, namcl.y,pubUc 
choi.e:c Ibe()rJ!~ Itplnces .greater 'clnplmsis on.poliUc.nl dccisionmnkingnnd 
administ ra{ive processes und .attempts toexptalnhow govcrm.nent decisions 
arc mad e. In thisaddf(~ss" New :Ze.aland ngricuUnral .policies .and proceSS($ 
'in tbelu.st t~"ro decades rtre explored from this vic'wpoint llnd t.he .aJlptic~lbjJi(y 
of the theory assessed. 

1 Introduction 

Asn retiring .government Sft"v£~nt~ 1 ha\.e chusen u pOliCytoP1C for the presidenhaladdress 
to the Soclet)' .I htlVe heen JJ\$odated wit.h g.overntnellt administration ofagrit~ultund 
P()Uc), in New Ze,\land. 'for the !last 22 yeafs and before that spent () years asa 
UniV:f!rsity .. ba~ied policy resem"Cb ,analYM, It is m,)"\ difficult to recall ouc·sfirst 
.hnpressions tlfentering the .adminl>-;tfl,\UVe S)1stem from the <mtslde at mld·cnreer hut 
elements of 'hellte impressinn1i tUld hUer obst"'rv:at:ous \\-'iU foml the basi~ or this paper 
\Vitat I do n'member is the frenzy of getting paper~ ready for 'Mhu\lCrSand C,lbinet, the 
work of eo('rdinating committct,,,'t the diYlsion ofcoUeagucs into ~jndependcnt ar.his{)r~t 
and'obedj':nt :administmtots\ and thecomprom.iscs behveen ,advice and fina.l 
decisi.on .. n\tking. There\\'t\sa lot of slack {(me ~mdals() many 1m\' pnurity ta~ks 
u-.;sociatcd ',\:ith mini:;;terial s(!'nidng that had to becmTied OUl. Training W~l.\ mininull imd 
rectmting '.\fns at the ftr~t degree level. In makio.gpo!icy recnmmendatiuns .• \\C look the 
governmc'.n and ~ldtnlniMrative sYMem U!s fixed hycOn\cnth)fl and worked v.ithill its 
confines to serve \\hat we pen:clved to he the mltiomtl ime;rest 

1 I 'w(,'1uld like to acknrl\\;Icd~e u~f'ful discussiml~ with Ray Trewiu. Roger Rt'sl". 
Ru\sell Reytlold~. Onko Kingnm. Roger Muuldon. Rill' Jeffery~ Allen Petn;·y~ Stuart 
~1nrriv ... and Curuh.1(.· Peren" NcvLrt:n'le\s the ulilmd t'ave~n\ ~lpI'ly, 



:PoUey disc'Ussi()n is the bread and butter of our Snciety. Among recent pr~side1ltinl 
addresses" Roger NtuuJdon discut:sed some, uf lbe:pubUc itlfonl1ution issuessurroundillgthe 
l1'nnlation of the lAC itt La Trobe in 1975t \\farren ~1usgruve discussed aspects. ufpolicy 
ft1.r:rnndon at New l~nglnnd ill 1976i und nruce Stntlden talked about the funcliltnS or policy 
.advis{)fS at 'Brls\,t:me; In 1983 (~1auld()n 19~15t lt1,usgrave 1976" Standen 1983). 

In recent ,c.onfen.mcepupe.rs •. Keith C(unpbeU presented n vic\'! on chnnging institutionsnnd 
proeesses.at ~'relbotlrne (Cmnpbell 1982). At Chrlstchurch~ 'Nill ~1artbl .analysed recent 
Atlstt'alian ngdculturru policy dceisimls from ~llnlblicchoice point ofview.(M(U1in 1'989,. 
1990}; wld Oordml Rousser discussed, productive and predntory policies which emplHlsise 
lheredistributional .ispects of government poheies (see Rausser '1'982, 1989)+ though no 
p.aperal)peared in the Australian .agricultumleconomics jounlals. 

~1yabnin this address 'will be t{)anal,;~scchan.~es in Ne\v Zealand agricultural policy over 
th.e last twenty )oem from the ~tandpoim of public choicetmdadministrative theory tlnd 
dtawgeneral ctlnclusions onns wide n front as possIble. Partit.:ulnr attentiou\ViUbe paid 
to the Iolenf agticuhuralec()Oomists in government and the role of infomuui(m in the 
political and administrative process. I start with a brief de~cripdon of the main agricultural 
policy directions ns a background to the changes 'which have taken place:. 1. (hen dIscuss 
the political and economic framework in whiehtbese pOlicies were fonnulatedand how 
this has changed. over\he period. Reference is made to the main dle()reticalex.planations 
of these changes so "as to ·otfersome testable hypotheses for later discussion. 1 :conclude 
with a, discussion of the implications of the analysis for future poUe:y making and the tole 
ofeco.nomistswithin suc.b nproc.ess. 

2 TbePoUcy Background 

l'he last ten years has been a period of rnpidchange ill policies atld govemment 
institutions in Newzealund. The)! huveaffectedagncultural po'Iicyand the \\-'uy it is 
a<iministereti The major policy nnd institutional changes can be encapsulated. in six broad 
areas: 

2.1. The change from a conservative government to a 'lubour government in 1984 
brought in u. pericvl of fiscal stringency which saw an overhaul,and removat of aU the 
assistance programmes for the ~igdcultural sector.~~ost significtlmI}\the newgoveromcnt 
fre,ed the exchtmge rate mechanism in!\iarch 1985 \vhich removcduny remaimng 
insulationist mechanisms protecting agriculture from international economic forces. 
Stabilisationmechunisms managed. by the marketing boards also lost their effectiveness 
when government removed board access tt) subsidised Reserve Bank credit. t\1onetru:y 
policy was nimedat inflation reducdonandt while interest raies and inflation at flrst 
increased markedly, subsequent success of the policy brought about marked reductions in 
both rates. The impact on the agricultural sector ofthcsc rei'<mu"i has been tngradually 
mign domestic costs with international prices withpositi\'e results with regtud t.O the 
sector's contribution to GOP in renl tem1S (Johnson R\V~1t 19931. 



2.2 Through 1985 nnd :1986 lIte ~ovc:rntnent inhiuteda lllnjur rc.orgunisatiotl of the 
govcrnmentngeneieseollccrned with lund. water and f()rest.ry ndmirusttation. This was In 
reSptlnSe to ~lection, promises lllude- t(l{been\itonmernal l()bby toseparatepoHey .and 
dc1i\ery functions :iu thi.s ~me:rgingnnd: sensithre at1!~t. The forme..: state dep~utmenls of 
Inuds, fotestryaml the environment commissi.otl were re.rorganised lut() a l)el,artment ·of 
C()nservalion~ u 'lYUnistry for ·the Hnvit'onment! :(t 'l\1inistry :0£ ,.P'orest1)\nnd~lre5idunl 
Departmctu (If lo1ands t() cover surveynndmllpping funct,ions, Commcrch\1 acti.vitiesin 
forestt;yund lands werespun\~rr into stOle o\\fned.ente.rprises .(Sc)Es) ci.dled PorestCorpttnd 
L.*tndCotp. 

2.3 In 1988,! the f\.Unislry ·(\f Agncultllt'e Ulld r:isbcrieste$organised its nine di.visit)n~ 
.into four divi&kms nnd established separate financ.alcontrolsystcms for each including 
imcr .. dlvisionai.charging. In 1991*3 furtnerre"organisutioJl separated lhepoHcy functions 
of the ~!Unistl)' from it*) delivery functions; thenewpolic, divlsionto be known as 
1\~lAFPolicy. Cbarging for serviees.1ikemem int,pecti{)t): nndex!p ;on, lUld 'been iutroduced 
in the 1.98$ reforms. Tlu; ',epnrntion ,of these laHe't t:<'mmercin! activities intu Salls has 
been seriously debated. but nntproceeded wi(h. Atpresent~ Agr1culturc New (...ettl{md and 
h1Al~Qua1ure J'egarded as divisions elf thel\1inislry" (<,Uo\\'ing the collnpscof the S()I~ 
:pt()posat for Agriculture Ne'w l~altmd in June 1992~ but a commitment remnitts tu sell the 
extension business to the staff by 31 August 1994" At the same time~ad\iisoi:)' boards 
'wetei>:stablished to oversee the operatiousof tile tWllbusinesses, 

.2,4 'fhrough 1987 and, 1988 a cabinet committee orthe labour administration revIewed. 
the responsibilities of chief executives andolher syst.ems of tlccountability within the 
bureaucracy. The result of tbiswork was theemetgence of the State Sector Act in. 1988 
'and the PubUcfiinance Act 19&9. The Fonner intnlduced a system .of contracting between 
!\1inistersandC'hiefEx.ecutives while the latter made provisit)J1 for the introduction of full 
a,ccro.alaccounting systems through(lUt the public service, und tbe tlppropriatecostmg 
nn~luJingcaphalcbarges) fortht\ services provided. 

2.5 In 1991 the incomingconservati ve government intr(xluced mId p4lssed ~the Resource 
?v1anagement Act to provide a new' system of environmental tn.anagemem for land" watcr 
and coastal resources. While this legislation had been prepared under the previous 
administration, tIm generallhn{~t towards bottom line e.eological principles andetlnancf"d 
propertyrig,hts \\iuS preserved. Among other matters, this legislation has tb~ potential to 

nffe·ct most resource decisions carried om by farmers and will be implemented ttY regional 
govemmcutbodies. 

2.6 Also in 19911he incoming government introduced a re"organisatiouof the sciem:e 
agencies purticulady ;concentrating on the state funded agricultural sciencC'activities (lfthe 
~1ini5tty of Agriculture and Fisheries and tb~ Department of Science and Indul;triai 
Research. In June 1992~ nine crown·funded stand-alone research ipstiJutes '''<ere 
est~\blished independent .of the old departments and responsible .~J n ne\..~·nnistry of 
Science and Teclmology\vith funding regulated through tl Foundation fc'"'&clcm;e aIHt 

Tec·bnology* 
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l:1urtber di.scussioll oftbesechnnges {except for pointZ.4jcan he round. in Johnson R\V 
lvl(l993}. \Vediscuss below the impactor the changes ,intl'od.uced: hy the State Se,ctor Act. 
1938 and tbe l)ublic Finance Act 1989. 

3 Theories nndFramewor~~s 

\\'hat: I have described abov.e 1s a mtunr re .. organi~ation in both,policyal1itudesand policy 
delivery systems. Both arenart elf thepolit~cal organistttioJ\ of the country. ,\Ve therefore 
need a theol'lt of government that :allows discussion of these\\; i.der issues and offers 
insights into thereason~ for tbem and. the results that uughtemerge. Public choice theory 
provides a frdme".vork\'Ithere the ~roles ·of thepoUticial1s. the bureaucracy and the im..:rest 
groups ,can be analysed. Itt;apturesthe ideas thut 'p()litical decision .. making has regard to 
the interest groups -in society who :request favours on one sortor another, that public 
bureaucracy can halle its aWll plnns and goals. that interest groups can capture the: 
bu.rea'Jcrncy in some ·drcmnstancest and tbathureaucrncy itself can be t()ubigand 
unwieldy. It alstl distinguishes betv~'een 'the delerminuntsof poliey that arise frortl llrivate 
interests and those of the public or nationttl in.terest. FinaUy~it provides a fram.cwork for 
understanding the limits of poUticalchoices through discussion of the cOllventions lUld. 
rules of constitutions. 

l\1y approach '\\~ill be to first idcntifywltat we lllcun by the fontiomd interest \ clarify Ylhat 
we mean by the; Westminster system. and then review the theories thatsuggestaltemnnve 
'hypOtheses of policy formation *lUd decisionmaking.2 In this wel~\rgely follow I\1arthl*s 
(l9.89)app.roach ·of analysingprivatc interest models. This focuses particulady on. the role: 
of interest groups .and tIte resolution of lheirCt,llective needs. Particular attention is ,paid 
to the definition of 'an 'efficient' political market and its consequences for policy makers. 
and different variations ·01' the public choicernode1. Vole \\fill then tum 10 a dis~ussion of 
the rc .. organisati(1fl .of New 1Xitland policy procc\isr JJ,md delivery systems in reccm years 
and seek greater understandmg of agricultural sector decision.,;making in the process. 

3.1 The National Interest 

~1an.y economists in government havc,\ simple view of the national interest as any policy 
wl1ich contributesfo national income and growth, It lsprobably detived from a 
Benthumite view that government should seek the happines~of the greates!' llumbect. In 
definmg the obje,cth:es of u. costrbenefit analysis, forexamplc\ analysts \vould ht; careful 
to define' the ()hjective function in national income tenus, and look fortt positive return 
above the governmenCs bOITc)\ving rate. Stabilisation schemes would be presented. in 
tennsof aneg.cessof benefits· over costs fol1()wing intervention. Investment ~ubsidies 

l We will concentrate on the party system within tbe\Vestminster U1udeln~ appropriate 
to Australia and New l..erunm:l. Quiggin (1~)871 1'12) pOInts (lut dmt poUtical parties pIny 
n relatively small part in puhlic choice theory. This doe~nott;ppe(trt(l hase dimiJ11t;hed 
11S widespread popularityamonl1 ,()1anners in NewZeaJand! 
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would be justified intcullsof greater export, incOlne (undhence by 'implication greater 
national income). :Dlstrlb;.l.donalmntters would .largelybeabscot In such deliberations (as 
mlted by Mtlsgr~ve, 1976) .. 

Economists would also accern political science constructs that emphusise the democratic 
process~ that the national interest is achi.eved by padiament ,agreeing to legisbitionevolved 
from compromise :and bar,gainingiamonglbe electedrepresentativcS'.Civil se.rvunlS provide 
advice to the legislators 'and lmplement the .policies 'that result from political decision 
ulaking. A career civil servicebaseduPQuegpertise andnon .. poUtical appointments 
providesobjectivit)' nndfreedom fromptUtisanship (Jacoby 1974 p 58). The role of the 
Westminster ssstem is. discussed 1n the next section of thIs :paper. 

'The economic roleofgovernrnent: iothisframework is to introduce policies thtlt increase 
social welfare. The welfaremaximisntionpetspec:iv\.<' sees government .a~anomnjsdent 
and benevolent dictator (Swinrte,t nnd van deZee 1993). Governments intervene iuthe 
pn.vate.economy Where; it fails tofuncuuu properly inaIlocaung .and,distribudng :res()urc~~ 
C'market failure'). The state can prodticegood:,t internalise sochtl l!ostsand benefits, 
regulate decrensing.cost il1dustries,.andredistrlbute income. In thenry these ,actions,can 
re<.iistribute :resol1tceslomaximise welfare . 

..,!... Randall (l987} calls this the 'pubHc",lntetestl market failure' model of government. He 
notes the philosophical lineage from Rousseau, l\1arshall ;nnd Pigou. Its basic premises are 
tbat thetroe pubUcinterestwHl be revealed :in the political ptocess;that programmes to 
promote economic activity ,t.o rectify market failure {to im,cmaliseexlernalities and to 
provide pubHcgoods and merit gOodS)i and to promote .equality of economic opportunity 
all may be seen as enhancing the .ge.neral wel1are;and tbatc()ntinued vigilance and effort 
is necessary .to ensure that government remains responsi.ve to (he public imerest. In\\,hat 
follows I will use the teml 'national interest' to reflect the broader aspeclsof go\,enlment 
policy aims, and 'public interesCwhen 1 refer lopardcu'!ar theories of govemment. 

Tbe role of the adminIstrative sector is characterised as follows (Randall. pp 39*40): 

Given that the pOlitical sector will reveal the public interest. the 
adminIstrative sector must udhereto an ethos that emphnsises the lotal 
submergence of the managerts personnlobjectives in favour of the 
politically revealed public interest and the obje,ctive, scientific facts of the 
situation. TIle managersaretrueprofessiona1s~nelther self-interested 'nor 
'polhicised.They ,seek objective facts from researchersl and educators, 
who are obUged to tell them all the facts and nothlng but the fa~ts.~ Thus 
anneci, managers allocate. invest. and regulate in the public interest. 

Economics is quite cle.ar how the best possjbleoutcomec~\nbe de.finerl.Parel.ooptimnlity 
;15 achieved lnt! situadon.wherea. reallocation of resources ,\tould make at leaslone l'erst)u 
better .()f.fwithout, making anyone else' worse off (Johnson D 13 1991, P 38). In tennsof 
any mechanism, system or outcome, Pareto optimality indicates that no fnoller 



reorganisation will makethealloeation ofresQurces more efficient. lvfodifi.cationsof the 
criterion ba.v.e been made sucbasaccepting 'O.rapproving apolloy in which one or 'more 
individuals are hannedif '.these individualsru:eactuaUyor.potentinllycompensadble for 
such :htrrtn" Overall Pateto QptimaUty defines the ,nadonalinterest ina precise and 
aeceptable W~ly andnlso providesn 'tlleoreticnltest: for policycomparlsons.. It is essentially 
normative; that is. it· catlonly indicate n desirable state ofaffnirs to be aimed. for, it cannot 
p.redie.t the future. 

These .para graph s· .postulate a simple world. where politicians make decisions in the 
'nadonallnterest' tmd civil servantS (includingeconclnlsts) present alternative solutions 
to perceived problems to :the politicianslalsogulued by concepts of the national imeresl* 
The political process is seen as somethi.Jlg pU.reandOtnI1iscient and the policy advice 
bureaus a,S,objective, independent ,anci. ,non .. poHdcal. ' 

,3.2 The Westminster System 

The Uritish sY~lel1lof government, with local vtttiadons. Is found in Canada, South Africat 

Australia" New Zealand and vadous commonwealtbcountrles formerly colonised by 
Britain. It Is characterised by elected parliaments, majority pany rulc, Tt,!gular elections. 
administration bya,ministerial executive, and ministerial control of the: departments of 
state. \\'hUe the broadpattetn is similar~indiv.iduat countries have different variations or 
the model especially with regard to weighting of Yotes C'proponionalrepresentation) and 
the preservation oian upper house. Up until n"cenUy, the New Zealnnd m.odel has had 
simple majorities forelec.tedmember~ and only one houf\eof :representatives. New 
Zealand does not have a federal system of state governments. .though many functions. 
especially in the resource area. are the responsibility of regional councils. 

The system has a set of rules and convendonsconcerning the relationship between 
parliament)ilieelected majority party and the bureaucracy_ These also may vary from 
country to country. MiniSters are responsible for their departments who carry out plans 
and policies sanctioned by cabinet agreement. Departments providea.dvice and s.ervicing 
functions back to Ministers. A key feature of the advice convention is that it should be 
able to be tendered ina free and frank manner. This is backed byolher conventions 
concerning the indepertdence of promotion and tenure of public servants from the political 
process; the anonymity of public servants in tenus of'responsibility for actions taken,and 
the guarantee of political impartiality in the advice given (Hensley 1993). As a result. 
politicalappolmments in the bureaucracy ,itself are rare (as compared \vith the United 
States),though they are common in para-statalorganisauons set up under statute where 
government members can be appointed. 

Decision-making in the Westminster system is the role of elected politicians. They urc 
elected to represent areas in tl1efirst instance, though party allegiance tends m dominate 
their views once in government. Party programmes or manifestos suggest policies which 
are placed t efore the electorate and which may be followed up in greater or lesser deulil 
after success at the polls. The writing of such manifestos .is based on pastexpenence nnd 
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on the vi.ewsoflobbyists who offerelectoralsupport~ Proposals for policies l\Od 

legislation are judged!n tC.DllS ·()f such pastcommitnlentSl :prornisesand, perceptions, 
tempered by the independent advice likely lobe offered by the bureaucracy once eleoted. 

It would bet.empdng to state that politioal dccision .. makingis solely motivated by some 
view of the national interest in the WestmInster ,system; but any:auempt to describe the 
process sooner or later indicates Just bow broad and diverse 'the process can be. Thi.s is 
\vhere pnblicchoice theories become relevant and discussion should now turn. 

3.,3 Public Choice 

Public choice Cal) be defined as the economic :study of non .. market decision making in the 
govemmentrealm, or more sitnplyas the .application of economics to political science 
(M'ueller 1989). 111e theory has ,many ramifications ,extending over voting behaviour. 
theories ofrepresentation,constitutionst size ofgovemment, role ·of interestgroUpSt 
consumer preferences, andnl10cative efficiency. For present. purposes we\viIl focusoD 
the role of interest groups and the theory of constitudons as it effectsilierules and 
conventions both within. and outside the political process. 

'Jihe argument is that the state is nOt an organic body 'apart from thecolJecdonof 
individuals comprising it nndthat the central roleaf the economist is loanalysehow 
efficientIygoverrtment institutions enable individuals to express and reaUse their 
preferences aboutpublicgopds, services and policies (Johnson D B 1991 t 'pll). In this 
view; bureaucrats have their own preferences and goals which they .can achieve by 
enlarging the size and budgets .of their agencies. POliticians can achieve their goals by 
beingelecfed to office .and bestowing favour '. Interest groups act cn behalfof individuals 
in getting favourable policies passed in the legislature. 

Using .the teo1s of economics, the m.eeting place where these influences are resolved could 
becaUed the 'political market' (ibid pI 1). According to public choice theory., Government 
decision..:making is subject 10 pressures from interest groups, lobbying. and voting 
behaviour, as well as self-interest. The political market can be seen as the collective 
expression of individual preferences through an ;aggregate decision"making process. Votes 
detennine the provision and allocation of resources through the political process (ibid. p 12). 
The political market is where policies are sorted. out. Potentially, it involves tdl the groups 
in society and the collective decisions that are Ultimately reached reflect the respective 
,pOWer bases of the participants. The theory provides a different definition of the national 
interest from the omniscient one. 

Randall (1987) calls this reasoning the individualistic model ofgove.rnment. Its 
antecedents are the )vritings of Locke .undWicksell. It employs a restricted v.ersion of the 
:Pareto princi,ple where any change that hanns .any ,individual is not an improvement. All 
rights initially are assumed to reside with the individual and to avoid anarchy, individuals 
rationally delegate some rights to a. centralauthonty. It emphasises voluntary exchange 
in the 'marketand unanimity in the political sphere. The emphasis is on individual liberty. 
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Thecomerstoneof liberty "is n setQfcomplete,carefully~pecifiedt secure,enforcabletand 
transferable rlghtsbackedby the stnte. 

3.3.1 Rellt Seeking: Interest group behaviour in the PQlitical market is a fonn of rent 
seeking. Bconomicrent is definedns any higber retortl, illcome.orreceipt that cannot be 
reduced oreliminntcd,by the normalconlj)ctitive factors in the economy (Johnson 
OJ3.1991, p328). It ~pplies particularly to cases where there are barriers to entry to an 
industry,especiaUy where these are created by .government. In public choice economics 
the lenn is used for those individuals who usegovemment legislation and regulations to 
transfer wealth {rent} to themselves. ltnpplies to all cases wheregoverrtrnent restricts 
competitioo •. erectsentrybaniers,or grants :specia1.privileges tQcertain segments of society 
and notto.others. Rent seeking is inefficient in this view because it diverts resources from 
the ~lctivity which could have been producing real goodsnrtdservices (ibid 'P 330). 

In the 'political market) special intetest groups concentrate onobtuining preferential 
legislation at the expense of the public at large (Pasour 1993, p8). LargeamouOlsof lime 
and money can he spent in lobbying, carupaigtl contributions, communhy gifts etc by 
occupational groups as well as industrial groups. Such legislati.on restricts competition and 
raise prices ,and incomes tbroughpolitical power. Rent seeking biases the perspective of 
elected government representatives as they cater to groups seeking polkiesiliat' benefit the 
few at tbeexpenseof the many. 

A more positive view is that interest groups can also contribute to the pool of informadon 
that is available, thus improving both the quality of decision making and the equality 
between the parties to the decision. As suggested below, majOlity decisions may follow 
from the pressures created initially by the individual interest groups .. 

3~3 .. 2 Political Efficiency~ If economists can define the conditions to be met. in order to 
have an efficient private market it follows that they should be able to define an efficient 
political market. If the respective groups represented in the political market can negotiate 
and then agree on a preferred position or policy then it is considered lhat they will have 
used least-cost ways of reaching that decision and each group has given away the least it 
cao afford. The groups would need equal access to infonnation. Therefore, in the sense 
that no one can be made any better off, the decision is the most efficient one that can be 
reached. 

Under the private interest view it can be argued that the most efficient methods wiII be 
used for any given 'redistributional objective as well (Posner 1974, Martin 1989). Less 
efficient policy approaches for achieving .a given end impose higher costs, create stronger 
opposition and hence wm not. be chosen by rational policy makers. 

Chicago politicaleconomycnn be viewed as a positivist approach using price theory to 
.analyse govemmentactivity (Pas our 1993). Pasour calls this the Chicago version of public 
choice theory. In this view. the state is a mechanism used by rational economic ~\gentSt 
including individuals and their associations, to redistribute wealth. The decisions renched 
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are considered to berela,tivelyefficiem in the sense that they are. better t11an available 
alternatives (ibid p 9). 

The consequencesofa strong belief in the vemcityof thisn1Qdel1eads to the conclusion 
lbat there is no poInt in legislators and analysts positingpubJic interestpoUcies, as the 
pdvate interest process is actually more efficient in .reaching theapproprlate g('ta,ls.Pasour 
observes that there appears to be little or no scope for .economic .refonu, or for public 
policy researcht even in this relatively weak Conn of efficiency 'in the politica,l system. If 
there is no superior available alternative to a currentgovemtnent programmethowcan 
public policy be improved? Propenentsofthi.s view frequently argue that economists have 
Iittlerole in suggesting improved methods in the public sector and should devote tbeir 
energies to the positive analysis of the laws of operation of the policy process (Quiggin 
1987, p12; 1vIartin 1989, p 3). 

This view of the politicalptocess assumes that the various decisiOll makers have equal 
access to all the necessary infonnation to make infonned agreements. Italse implicitly 
assumes that an information exchange takes place and there is. a capacity to analyse 
information in an unbiased way .at the moment of decision (R Jeffery, pers com). tIf we 
Jook at any important economic policy of the state, we shaH find that it takes account of 
whateverestabUshed knowledge economists possess' (Stigler 1982). Economists who 
purport to discoV'erharmfuleconomic policies from a public interest point of view are 
mistaken! It then follows that if economists views were available when the decision was 
taken and the private interest view prevai1ed~ then policy economists have little 
contribution to make to public. policy except making the necessary infonnationandanalysis 
available? 

Pas on! points out that the conclusion that public policies cannot be improved aSSumes 
extraordinary knowledge and foresight on the part of voters and government officials~ 
elected and appointed. He concludes that one must assume imperfections in the political 
process, as in private markets,and that rent seeking and other fonus of government failure 
are the more likely outcome (ibid p 10). This then rescues all theeconomisls in the world 
from the apparent Umbo Stigler delivered them into. Martin also questions this extreme 
view. He believes that even political processes such as simple majority voting \are not all 
that efficient in aggregating preferences across individuals and that the effects on social 
welfare of some kinds of aSHistance are so complex (for example, the effects of protecting 
domestic manufacturing indusuies on exporting pdmaryindustrles) that the huge economic 
losses generated by these policies could scarcely be optimum in any sense (Martin 1989, 
p 3). Clearly, more work needs to be done on defining the nature of such optima before 
they can be any more useful. 

3 Ray Jeffery points out that the role of the public sector economist. is to 'hulance' the 
information available for government. dccision.,making, 
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PoHticalefficienc,y .is an attractive side-issue to the 'main. debate 1 feel. It is a descriptive 
but not an analytical construct. It is a viewpoint: analysts need to understand better, and 
rationalises tllegapbetweenpo}icy adviGeand actual decisions. 1t does not seem lobe an 
area .in which policy advisors shQuldbe involved and I indeed; t.heW:estminster system 
clearly makes a distinction between the two toles. No dOl.1bt, party apparatchiks do operate 
in this area .andit 'should be left to them to explain the decisions they advise and take. 

Public policy advice Is a separate fUllction~ It is an infortllation collecting, infonnation 
exchange and an alys.i s role., In prllctice;economists and other professionals dominate the 
process) at least in most\VestminSler $ystems. Thus lhe,y have a say 1n policy proposals 
and also in writing the rules (see below)~ Final decision .. roaking 1s withheld from them 
but those with control of the inforrnntionand: the advisory functions are bound to have a 
major say in framlng policy given the detail that is ultimately required in preparation. \Ve 
discuss the role of infonnation further below. 

3.3.3 Public PoUc)' Decisions: There is considerable discussion in the literature as to 
whether politicians or bureaucrats dominate the decision process. 111e work of political 
scientist, TJ. Lowi, is instructive in this respect (Lowi 1972), Quiggin (1987, p16) 
identifies Olson's (1965) work as originating serious study of concentration and interest 
groups. Lowi emphasises that the .nature ofa proposed policy detennineswhich group is 
dominant. Some policies benefit a few and the costs are shared by the many. Others may 
impose costs on a small group for the general benefit of many. Another case is the costS 
fallon a small group at the .expense of another small group. As the groups involved get 
smaller the scope for conflict increases; as the scope for conflict increases the more Ukely 
decisions are made at a political level and the less at the bureaucratic leveL I ... owi thu!' 
emphasises the di<;ttibutivf" tl~p",l!tS of policies where those with widely spread costsarous{ 
little conflict but those with a narrow base are the opposite. 

In New Zealand, Kellow (1989) has examined four public policies from this point of vieh'. 
A power station project (Marsden B) promised local benefits and would be paid for by :dl 
electricity consumers. Bureaucrats dominated the policy process. Clean air legislatim 
(1972) promised to impose costs on industry to benefit the public generally. Indus:ry 
groups negotiated with bureaucrats in this case. Water and soil legislation (1967) sought 
to benefit the public generally but involved choices among property owners especially \ lith 
regard to water rights. Here political re:solutiol1 was important. Finally, a proposd to 
build a PVC plant (at Marsden Point) started as an industry benefit with dispersed c )5t5, 

then became a 'public' issue when concern arose Qvel'cancer risk, then reverted to a 
'private' issue as the mon()poly powers of the industry were examined, and cnded lP as 
a 'public' issue when the trade aspects \vere examined within the pOlitical decision pn Icess. 
In this example, resolution could only be achieved at the political level. 

Important factors are the amount of conflict likely to be aroused and the number of J layers 
involved (Kellow 1989, p150): 
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'A regulatory policY ... u.mightsee the clients and interests of different: 
departments. involved,and the politicians ttre more likely to be involved 
in clearing tberesulting jam. RedistribudvepoUcics are mor ~ likely to 
have their origins in party manifestos and are much more nkel~ to closely 
interest 'Ministers; it is to such issues that MInisters are like]/ to devOte 
one of their scarcest. resources- time'. 

3 .• 3.3 Private interest versus pubUc imerest decisi(Jn ... rnaklng: E1~m the above discussion 
I have identified six possible criteria for Judging whether a parth:.:ulnr policy decision 
supports the private .• interest argument. The emphasis is ex post; thtn is, past decisions are 
judged. by whether a wealth transfer did takeplace,and not whether it might have taken 
place. 

3.304.1. Private interest applies in cases where economic power is .ransferred to an interest 
group by a reguladQJlor policy decision and/or creates new iuten' stgroups in the process 
For example, the broad sweep of protecting domestic market} through use of impon 
conn-ols fits in here. At the more micro level, averaging or pooling arrangements in 
marketing boards usually favour smaller groups within ~ln indll ltry. 

3.3.4.2. Evidence of transfers of wealth in response to a pone y decision consistent with 
rent-seeking behaviour of a broadly defined interest group. This cdteria is similar to 
Rausser's political economic seeking transfers (pests). Input and output subsidies are of 
this type. 

3.3.4.3. Involvement of interest groups. in policy fonl'latiop process. This derives from 
Lowi's proposition thatthc degree ofcorlsultation is proportjvnal to the anticipated amount 
of conflict expected. Kellow's PVC case is one of these. 

3.3.4.4. Transfers to groups for hardship, inequalities c.tc, especially where moral hazard 
is involved. This is typical of drought and disaster relief 

3.3.4.5. Tranqfers of wealth arising from public provi$Lln of goods and services where 
private markets co-exist. TIlis isa subset of Rauss,~r's political economic resource 
transactions (pens) where public goods and market fai:ure are potentially present This 
category applies to many goods and services provided by departments of agriculture. 

3.3.4.6. Transfers of wealth arising from imbalances n infonnation control nnd supply_ 
Statutory bodies and privatefinns use infonnation as a defensive argument in their 
dealings with government.' 

I have examined :cighteen New Zealand .agricultural,JOlicies of recent years (see Appendix 
1) and have identified only five policies which w;!re categorically private inte.rest, viz, 
input subsidies, irrigation subsidies~ government mir Imum price schemes, drought subsidies 
and fisheries quotas. In these, transfers of wenIt h from the many to the few were aU 
self .. evident. The other policies examined were more a mixture of private and public 
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interest aspects, some with Lowl n.umber 'Lharacterlstics and others with a high level of 
political input. The majority of tbe Set examined were more public interest oriented than 
private interest oriented. 

3.4. Constitutions and Institultonal Rules 

Analtemative .approach to aChieving. better policy outcomes lies in the realm of 
constitutional ecollomlcs (CE), a bran.;,;h of public choice theory. eE. is the application of 
economic analysis to the selection of efficient rules and decision making instituti.ons 
(Johnson D.B. 1991,p 3,H). Constitutional analysis recognises a difference between 
operational andcot)stitutk'oalleveis of decision making. The operational level consists of 
decisions made within a given set of already existing rules. These include voting 
procedures and most govl~rnment financial allocations. The constitutional level is where 
the rules of the game are established including theallocation of property rights,4 These 
rules are established lnaF-atmosphere ofconcepluul impartiality because the future effects 
on individuals cannot be foreseen. Once established, individuals can make their 
operational choices. 

Rules are a time saving and mOre efficient way of individuals interacting with each other 
compared with th~ bsence (Johnson n.B. 1991. p 345). Constitutional rules set the 
conduct of operalioru} rules and do not need to be changed in the short term. In modem 
societies,. characteril:led by mUltiple interdependencies and extemalitiest improvements in 
the standard of living become increasingly dependent upon establishing an institutional 
environment that provides the correct signals, information, and incentives to other members 
of society. These institutions or operating ntles provide a ready reference point for 
everyday conduct.s 

The growth of trade and commerce is dependent on su.ch rules (North 1987, p 421). 
Modern societies have devised fonnal Contracts, bonding of participants, guarantees, brand 
names, elaborate monitoring systems and effective enforcement systems to protect the 
individual but also to create confidence. North calls this a well-enforced and 
weB-specified system of property rights. He points out that the resources devoted to 
tnmsacting are large (although small per transaction) but the productivity gains from trade 
are even greater. Government has a coordinating and facilitating role in providing the 

4 The power of constitutional change should not be over~looked. In the last few years 
New Zealand has had two referendums on proportional representation and in 1993 voted 
in the MixedM.ember Proportional (MMP) system of voting to be introduced in 1996. The 
fe-allocation of seats and changes in the balance of parti~s will have profound affects on 
the present system of purty politics and decision-making. 

S Ray Jeffery points out that constitutional economics should be regarded as the maIn 
stream of theory about government, and that public choice theory should be seen as the 
branch. 
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environment where transactioIl coslsareminimised .and rights better defined. Intemat1Qnal 
negotiations on sanitary and phytosanitary measures etln be viewed in lhis light (Petrey and 
Johnson, 1993). 

Unless the decision rules used for making policy choices are selected approptiateIy, 
non. .. cooperative. behaviOtlris likely to result indistinctly suboptlmnlchoices being made 
(ho1artin 1989, p4)~ However if the. rules are unanimously agreed 't examc t then any 
resultingoutcom(~has.a strong claim to heingoptimnt Thus, in this view, policy n.nalysis 
should focus on the ntlesof conduct for policy detcm1ination rather Ihtln onevalmttion 
of po!icyoutcomes. This creates thcrlght environment for incentives to work tUld nUow 
production and investment decisions to proceed. 

Rules can be written and unwritten as with the .assignment of property 'rights (Johnson R 
'W 1\1 1992). As Martin points out U989, p4), it is n generaUyacceptedrule that the 
Australian Government call requi.re issues on industry assistance to be referred .to. the 
Industry Commission. It C\vasan implicit role that each Austndhmagncultural intlustry 
Jowns its own demand curve' andcQuldcharge .differentially o.n the bome market (Sieper 
1982,p9). The important point is that the conduct and perfotll1anceQf public policy 
depends entirely On the extent to whlch a Govemmentcan de~ignl adapt ar modify the 
written or un\\ntten rules in its environment. 

Rules are therefore more impOLtant than is generally realised. n.1CY help reduce transaction 
costs. Tbeymake poliCy formation easier and more productive for politicians. They 
reduce reliance on negotiating sJdUs on neuse by c~e ba.sis. They provide up 
opportunities for increased efficiency and hence general welfare (l\.1rutin 1989, p5).They 
indicate that the work of economists in gov.ernment could be enhanced by greater attention 
to institutional rules and possibly less attention paid to evaluation of nolicyoutcomes. 

3.5. The lnfonnation Market 

It was p\)inted out earlier that information is part of the political market (lust as it i~ :n the 
commercial market). Equal access to infonnntion is a necessary condition of optimality. 
A greater supply of relevant ,infonnation to the aCtors in the policy decision process 
improves the qualityaf that decision from the public interest point of view. Conventional 
welfare analysis saysgovemments should intervene where they can alleviate market 
failure. This can be extended to. the policy process including lClUby groups. Informatian 
has significant merit good char~~cterlstics so that some degree of government inte.rvention 
in its provision could constimtea weJfnrei.mprovement where under-provision exists. If 
transaction costs vary for different groups then access is likely to be unequal. 

\VltUe individual organisndons would not like infonnation on the adverse effects of 
measures from which they individually benefit to be dissem. ina ted , it may still be possible 
to obtain .agreement to a general policy of infonnatlon dissemination to improve 
transparency (f\,1nrtin 1989, p 5}. The provision of such infonnation will to some degree 
increase the political cost of those forms of assistance which are preferred by}obbygroups 
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merely hecause theircostsarenOl ,immediatelyevidcnt. The establishment ora 
transparency institudon, such as .the IudusuyCotll.rnission, .is one means of .increasing the 
'available infonnatiOll nbout the issues involved. ina particular decision yet to be made by 
government. In New Zealandr the.official InformatIon Act is a ttl.e~msorobtaining 
inforrnationheld in the bureaucracY1 hut is n.ota 'SubstitUte for fuU public disc'ussian (and 

, henceequalityofaccess)~ 

Government departments are large hc!ders of info.rtnndon. They have 'a tole to :educate;~nd 
inform thepubHc of the issues in'/olvc:d. Theycanbalallce thepQwl.~r ofdifferent interest 
groupsw.ith the infomuuion they hold. However, they may also be influeneedby industry 
associations that help todetemlinetheit policy viewpoinLThey nlsohaveaccess to 
~1inisters and indeed have to guide~t1irlisterson many points of detail and law. 

A.n independent agencyca.n maximise the supply of public infonn.ation bUleao have little 
pan in the decision proce~s.~rhe situation could develop \vhere the indepcndentagency 
is frustrd.ted by.theobscuritiesofgovc.rnment dl'Cision malting. In fact, politkal decision 
makers ,stJll have to look .at all thealtematives ill front of them including re .. election 
pros.pectst previous .promises. unwnttenrules ~lfld previ.ouscase law (w'litten 'Ul1es).6 
There is stiUa role for public scrutiny of these decisions. 

3.6 Reform of Institutions 

In theadministr~tive system thcrearerulesandconventions that define the respec.th'c roles 
of politicians and bureaucrats. In the\Vestminster model, politicians are decision l1lakers 
andbureallcratsareadvisorsand implementers. In the decision tree, messages pass in both 
directions; advice is passed upwards, decisions are passed downward. The roles are 
weU-definedand the~ system works more or less satisfactorily. The paniesare held 
together by .acommon belief in the national interest. 

Public choice theoryempbasises theself .. imerest of poUticiansand bureaucrats" The 
common goal of the national interest is downplayed.Both fOM alliances with :other 
interest groups in the name of their joint 'intereM5. Powerful interest groups may arise 
within institutions tbat stand in the way of reform. Quasi-autonomous government 
org .... :1isations (quangos). once established~ fonn r:ew interest groups and .alliancestand 
develop accountability pr()blems. The emphasis i~ on individualism. 

Now the public choice view of both these COIlStrUt IS is that there is a superior way of 
organiSing societis needs, By definition", this would have to be judged by some wider 
view of welfare, thnttreated producer~and consumers absolutely equall)', and was 

'1$ This address has not delved into therea.sonswhy particular decisions are made. This 
would make an .already long address longer. The reality has less to do with Yes ~\;1inister 
and the Hause of Cards type of TV programme (bOth influenced by public choice 
parndigms),undmuchmore to do with programmes such as The Thatcher Years! 
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absolutely fair to .~vetYbody..This (superior way) ofcoutse. is one based on less 
government ,intervention in theecooomyand.a cl0.se attention, to how individuals interact; 
with each o.ther~ It \vilt beacbleved 'by negotintiou+lt wIn benchieveuby defining rile 
rules ,0/ COIu!W:t in new ways. so that the institutions of society willoperote nenrer to the 
individualistic Ideal., with a 11linlmum of i.ntervention. 

The followiogquotation from a publicpoUcyanalyst sums u pthe thrust or these arguments 
as tbeyhave .:lrfected .government refoIll1 in New Zealand (Boston 1991 t pp3-4): 

',Broadly spenldngll :it Itbepolicyrecommendations.of thepublicchoi.ceschooll 
aim to minimise tberole ·of the state, limit thedisererlonarypowerofpuliticians, 
reduce public monopolies toa minimum. curb the functions· of government 
agencies.a.nd :maximiseUberty" Thus, because polhlcian.scarl be expected :to 
abuse their ,power" public choice theorists :arguethat they should be pre.vented, if 
necessary through constitutional changes" from running budget deficitsodmposlng 
taxes beyond ,a cenainleveI(Brennan and Buchanan 1980~ 1985; Buchanan 1987)* 
Similarly, becnUf'-e depanmentshavea vested interest in their own survival,it is 
undesirable they should both advi.se their political masters as\,;'eU implement 
:p.olicy(!reasury 1987, pp 75 .. 16). 'Otherwise, theiradvicewiU be biased and 
bureauttatiecnpture may OCcur. Consequently, advisoty, regulatory and delivery 
functions s'hou!d be separated out ,and undertaken by different agenCies. Funher. 
wherever feasible,. services provided by government agencies, Sl'Ch as education 
and .health caret should bepdvatisedor contracted out to private sector suppliers .. 
J-hlally. aU services provided. by the state,. including ministerial policy advice, 

should, ;be made ascontestnble as possible.-

Tlleempbasisof pubUc choice is on the refoon of public institutions (?\1anin 1989* p6). 
Significarttchange.s in lheperformanceof these institutions are Hkelytobethe result of 
changes in the rules under which they operate rather than c1mnges in personnel. The need 
is to refonn institutions in such a wnytba,t individuals will perfoml efficiently .. This can 
be helpedbygivin.gorganisationsclear objective funct1utlsas to profitability' and 
pedbnnance. including appropriate accounting systems.' 

3.7 The New ManagerlaUsm 

This refers toa different but n.ot unrelated .set: of ideas to pu.blic choice focusing on the 
introduction of better systems of management in the bureaucracy (Boston 19911 p 8). 

'Economists in government service are likely tofi.nd themselves \vorking on 
institutional structures, legislation and monitoring systems as weUas policy advice. That 
is, they wiUhaveagreatdealtodo with setting the rules fot individual heha\tiour and less 
:to do with designing~ystems of intervention. Their advice will have a lot more to do 'with 
ihe aUV'iit;vllCifid (.It.~rC15Cof propeny .right; and }\:::;:; :oclo "~vhh indu:;t.j' !;ub:;iilies n:nd 
government intervention. 
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Aucoin (l990t 'pl16) refers 10 lWO separateparadigmsof'govemanceandmanagement. 
The f'lrstis pubUc ,choice theory which focusesonthcneed to re~eslttbnsh the primacy of 
:rep,resentati\1egt)vernrnent Over 'burenUCf'4cy; the st"';cond is managerial theory which 
focuses on the need ,to ,re",establish :the p.rinul.cyofmahagerhdprinciples overbureauctacy. 
~1artagerlalism lsa setot ideasemanatlng from s.ources :extcmalto public: tllanngelllcnt 

per Sf! namely the literature 'onprlvatesec{otor businessadministra.tion. It stresses that 
thecapnclties of moderncomplexotgani.satio,ns to realise their objectives can 'becnhnnced 
bymnnagement stntcturesand :practices \\~h.ich deb ure aucratlze organisational systems. 

The lwop.aradigms .. are Ukelyto introduce a measure ,of tcnsion, even contradict.ion, in their 
n,pplica.tion to changes ino~ganisation(Auciontpp.l25 .. 126). Publiccboice seespolhics 
as :pervading m.an:1gement: that ;is, politics is presem:In both the fomudation and the 
implementation of policies.~1anageriaHsm sees politics ,as presentessentiaUyin the 
detenninntiooof the basic 'values or missions, and thus the poUcies.ofan organisation. 
Thus. inane case, politicians must, 'tan"le' the bureaucr.acy via it concentrntion of power 
in the elected 'representauves,whileon theOtber, bureauc,rncy must be freed of excessive 
'controls . .especially on line :managers. In the first ,case. the perceived. need is to eliminate 
the capture of the bureaucratic organs of the state by groups that pursue their narrow 
self .. interest in order thtuelected rep.resemntives benbleto :represent the public's interest 
in public policy; compared. whhgiving flighpriority to the resllonsivenessof bureaucrats 
to their poUeyconst:huencies. 

Hood (1991) hnsisolated what he 'calls the doctrinal components of the new public 
management (see also Bostonp 9): 

1. l~ands .. on professional management in the public sector. 
2. Explicit stundardsand measures of performance. 
3. Greater emphasis on output controls. 
4. Shift 10 disaggregation of units in the p.ublic sector. 
S. Shift 'to greater ¢.ompetitionln th¢ puhlic sector. 
6. StressOD private~sector styles of management practice. 
7.. Stress on grealer discipline and. parsimony in resource use. 

These components suggest the direction in wbicb acwall'eforrnswlU move. That ls~ there 
will be a greater stress on management skills .asopposed to professional skillstgreater 
accountability through measures ·of perfonnanccttl shift from inp.H controls to output 
controls, the separation of com mere in 1 fromnon .. commerclal funcliOl:s~ a shift to contracts 
and public tenderingp"ocedures, more flexibllity within departments. a'ld cuttingcoslsir 
the public sector. 

4~O T.he New ,Zealand Expedence 

In this section I will try and ,give Australian readers a nutshell view of recent New Zealand 
administrative refonns. The key legislation w~tS the State Sector Act 1988 and the Public 
Finance Act 1989. 111Cfirst refined and reviewed the activities that departments underttlke 
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and. the secoml tbesystelll;ofac(:ouIlti.ng. and repoTung to be .employed. 'The first 'placed 
emphasison.outpl.1tsrathet thanin.putsa,od the second provided rOl~better information for 
those making decisions (I)epartmentof Stadsdcs 1993,)'> 25). 

4.1 'The Stute Sector Act 

Tbepurposes of the State Sector Act were twofold. ItestabUshed ;aframework foro. new 
relationship between the beads of departments and their Mlnislers and it created a new 
industrial reladonsregime*giving Chief Executives the power to hire and fire .staff and 
within Urdts to :fix salaries within their departments (Treasury 19S9)*!hecontractual 
relationship bel\v.een the chief 'executlveand his Minister specifies whata. department 
proposes to deliver and, through the ;chie.fexeculive performance agreements lind 

departmen.ral purchaseagreemems.. specifies the performance levels {obe expected 
(McTigue 1993) 

Outcomes. are defined as the set of goals andohjectives the government or the :Minister 
wisbestpachieve. Outputs :nre defined, as the goods and services departments deliver. 
Inputs are the resources which departments use to produce goods and services. The 
productionofo\ltpms is the domain of the chief executive who. is accountable :to his 
l\1inisterand Cabinet.. The agreemems relate to these outputs and not to the inputs as in, 
:previousadministra:nve systems. The bours pUt into policy work areUal considered as 
relevant as the results which are deUvered (McTigue). The ,agreements provide an ex ante 
sp~ificad.onofthe perfonnance rc.quited .ofeachpartyaudalso for ex post :reporting of 
1J~tua1perfonnanceagainst that specified. 

The Govemment, becomes tht;. purchaser of .ou.tputs of goods .andservices. As the (often) 
onlycustomet his interested irttbe price) quantitYt quality .and delivery date of the output. 
A tvib4<;:terp.Qm one portfolio may buy frOn"Lseveral departments. A department may sell 
to seveml different ponfalios. The Govemment isalsG the owner of resources of 
departments.Asowner onbebruf of the people of New Zealand. it wishes to ensure that its 
capitalasselsru-e usedeffic.iently and maintained wisely~ Each dep~trtment has a Minister 
overseeing the ,ownership interest. The Govemmem i.s also the funderof benerits and 
grants that the depanment distrlbuteson hs behalf (Treasury 1989t p12). 

~Policy Advice' is a.commonoutput to an deparunents. IntheagreementsJ departments 
can describe the area they are responsible for and the types. .andquantlty of .advice they 
propose to 'sen',. They necessarily must allocate resources to ,this output. and provide 
costings. Government must in its tum 'purchase'"polley advice. 

ThequestiDn tben is whether Government gets value for its money? (Bradford 1993). 
This !question,was .the subject. of.a review by the Government in 1991 (State Senrices 
Commission 1991}*This revie,\V drewattendon to the conflictingoiljcctives\vhi.;.h face 
Ministers. the weak incentives to reduce costs, an infonnation balance that tends to fayour 
departments. and the lackofa. unified purchasing strategy. According to the Commission, 
·these factors taken t.ogetbcr tend to increa.<;ecosts., make it dift1cult tocompure the relative 
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quality and: utility of diff~rentQutputsand ,are likely to lend to the purcbaseofa greater 

volume of policy advice thtmis reaUyrequifed, (SSe 1,99.1, p5). 

Planning to meettbeSeL'lilures continues (~1oriarty 1993). The Treasury view was that 

nHU'ketUlcchanisrns 'should possibly be ,introduced to .exert nn infl.uenceon these 

;transactions. lntetnalor .opeU markets would leadtoagreaternumberofpotemial 

suppliers with consequent Im.proYenlents in quality and price., Open markets should 

enc()ur;1ge new fimlS JO engage in,this type of activity wltbconsequen.t' 'effects on 

innovadon in the 'way policy is :preparedand :J)resented~ and ell CQura ge efficiency. 

However" difGculdesarise with ~1inistersand confidentiali~yconslderadons~nnd 

transacdoneostS CQuld be considerably :higher.. Treasury :ha.ve therefore turned towatdan 

in.lernalrutesapptQ4{ch which concentrates ,on: improving, production and quality control 

processeS1 adopdngaco.rpornteplanning ;approach including a fiscal cap, beHer 

;specification. of policy 'udviceoutputS,und tbroughbeuerprldng of policy outpUts. 

4~'l",l C0171J1umt:Fromme point of view or the pre'lious discussion; it is important to 

note ,that: the new aceountability framework was developed by Ministers in 1981 ... 88,even 

if only a select hand or them., This is .said to refle·ct II deep felt hostility to the public 

service ansingout of the ,party·spteviousexpenence when ingoverpmelu (B.Qston 1991). 

The lOlling party bas changed since ·the legislation was In trod 0 ced but the same 

accountability 'p.rinciples haverontlnued. Tbese$,roles·' only apply tOgovemment: 

depanmentsandan equivalent set of rules has not yet beellworked out for statutory 

'authorities (but see discussion below of the Producer Boards Act Amendment Bm)~ 

Chief executive pe.rfoonancewill he monitored by the State Services Commission on 

behalf of the Minister in charge of the department. The contractual situation is quite 

specific and holds.the chief executive accountable for departmental perfonnance. 

Previously, untletlhe State Services Act 1962,. employment conditicms, appointments, and 

'remuneration were set by the State Services Commission. Apart from being consulted at 

appointment of chief executives, Ministershnd Uttle say in the delivery of policy ad.vice 

(Scott, Bushnell, and Sallee 19901 p 154). Under the new system, the direct link in 

accountability is therefore one of the major poi.nts of departure from the \Vestminster 

system. 

In general, the monitoring. of chief executives by the sse recognises the plain fact that 

l\1inlsters carmot m()nitoreverything~ The essence ·of the old system was delegation. 

Indeed, it seems clear that Ministers cannot monitoral1 the changes in policy in a detailed 

portfolio 'without the help of their departmental advisors. The agreement on departmental 

outpUtS and outcomes appears to be the only ,place where such discussion can take place, 

and this could be quite infrequent. 

4.2 The Public Finance Act 

The Public Finance Act 1989 provided for the improved financial management system that 

would back.up the State Sector Act. Financ.ial managementrefonn should provide beuer 
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infonnanoolO Parliament as representadveof the people~ should assist departments ,to 
perfoml their funcdonsbetterandshouldprovide for improved managen:llperf'omlance 
(1:reasury 1989,p7). The system is ,based oncomplete.accrual a.ccounting and replaces 
the fonnercashflow :syste.mempIQyed by deparurtents. 'Thougllthc$ystem WaS 'introduced 
ins.teps (koownasModes AtBand C)lthe final version provides forpdcingofall 
outputs, the introduction ·of .a.capitnl strllcture~ and the payment of notional Interest, ,tax 
and dividends. This system thusptovides fot ,com~arative costs of purchasing 'policy 
advice both within and withoutgovel.nment. ParUamentthenugrees to an appropriation 
to pUI'Cbase each depanments outputs (Treasury .1989p 20). InturnGovemmentcan 
'aggregate theaccrual .. basedbalance sheets for departments to that of thegovemment sector 
as a whole (Scott 1993). 

4.2.1 Comment: Therefonnssttess a.dministtativeperformancerather than quality of 
policyadv'ice+ They allow departments to become leaner and meaner because they have 
more control over the delivery of ou~puts.They increase the flow or management 
infomlauonpossibly to an eXcess. But they do liUle or nothing for improved qualitYt 
relevance and .supply ofinfonnation to aU interest groups. J n fact there is now a, tendency 
to bold informatiocas it mightrevealpoUtical preferences or advantage loan alternative 
supplier. What is addressed is Ministers'concerns for 'unreliable'or conflictingad\1ce 
on the part of depanments. This can only be achieved if Ministers and Parliament can 
provide 'the necessary monitoring and control functions ,that the Acts provide for. Notonly 
was there a political perception that departments had excessive say in .affairs oftbe state 
(the fesMinister syndrome). there has also been a fiscal necessity to carry out the 
fUnctions of government inaseconomica.l way as possible. $crimgeour and Pasour (1993) 
make the .point that as the potential fQtextracting rents declines, interesl groups like 
Federated Fanners change their strategies from ,extracting favours from the political system 
to exttactingretums from the market place. Similar remarks have been made in the 
Australian. context (Manio 1989, pIO). 

The mixture of Ibeoriesexplaining these 'refonns have been. examined by various authors 
(Boston 1991, p8; Walsh 1991, p73)4 They draw on agency theory (especia;1ly in the area 
of chiefexecutives contracts withl\llnisters) and ontransaction .. cost analysis (in providing 
gove.mment services) to explain the new managerialism. It ispanicularly noted that 
managerialistS assume that the principles of.management applied in the private sector can 
and ought to beappUed in the public sector (Boston 1992; p21). They show that this is 
not always lhe case.in their subsequent discussion. Two reasons are suggested; that a 
concern for economising on resources wou'ld lead toa cut in the quality of service lathe 
public; and that an. ethic of cooperation among civil servants would be undemlined. to the 
detriment of policy advice and the collective interest of the government as a whole. The 
ex Secretatyof the Treasury has actually di.stanced himself from this criticlsmand 
expressed the need for ·c.areful application of the principles to the task in hand (Scott 1993, 
p2) •. Hood{1991, p 6) observesiliat the synthesis of public choice, transactions cost theory 
andprincipal~agent theory in New Zealand .is relatively unique, and that it has produced 
anew public management movement of unusual coherence (from a design point of view). 
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:Furtherexpenence lsneeded tC)testwheOlcritiscost"effe.ctive and relevant to the task that 
has to be carried out. 

The implicntionsof the State Sector Act and the .PublicFinance Act for the '\VestJninster 
system derive from the new contractual ,n,rrange men tS (Hensley :1993)~Freeand fr'';\'uk 
ndvicelo Millisters lsnt the heart of lheWestrnlnster sys.tcm.The State Sector Act alters 
the seniorappobmnents procedurennd replacespennnncnt tenure. 111cend of a cOntract 
appointment. could be a bad time for giving free nnd :fratlkndvice~ As weU,the agreement 
for monitoring of outPUts: and outcomes fonn.alises the relationship between Minister ,and 
chief executive, wbercn.s under Westminster the two were tegnrdedrlsindi.vislble. The 
Officlallnfonnation Act 'also puts. pressure onpoUcyadvisors as there is un option left 
open not to put a piece of' offered advice down in writing. 

Another consequence of the scparationof functions· would be an increased level of 
Ministerial staffing •. This nlsochanges the ·relationsl1ip he tween Ministers and departments 
potentially dimInishing the importance of the advice received. from dcptutmcnts. Further 
experience with the separationnttangenlcms is now needed to detcOlline whether the tole 
of ,Parliament is affected by the increased powers ;glven to Mjnisters~ 

4.3. Application to Statutory Marketing Boards 

The thrust. of producer marketing board reform has been somewhat different to dun of state 
departments. Here the stakeboldershave been identified as the producers rather than the 
government even though ,the boards derive their authority by statute. The Dairy Board 
Amendment Act 1992 sought to make lh~ Board more independent of Government t\.nd 
llloreaccountable to the industry (Johnson R.W .. M. 1993). The Act clarified that the 
cooperative dairycompanjes and their suppliers are the oWllersof lheboard's capital, 
provides for more commercially oriented financial reporting, and provides for .five yeady 
inuependentperfonnance and efficiency audits. Specific activities of the Board are to be 
exempt from Pan II of the Commerce Act 1986, which regulates trade practices. The 
activities exempted are those relating to the establishmcmt of price, product acquisition Hnd 
the distribution of surpluses. 

This change in legislation clarifies twoissucs. It mnkes the commercial perfonnanceof 
the boards the responsibility of the producers to monitor and review; it also makes the 
boards responsible for reporting to Government on the conduct and perfonnnnce under 
their statutory powers. While officials see these changes as routine amendments to 
ongoing ]egislation, the thrust of therefonns is consistent with a pubIicchoice view of 
delegation and responsibility. 

In August 1993., the Government introduced the Producer Boards Acts Amendment Bill. 
This bill exempts specific activities of tbe Apple nnd Pear Board ,including its abillty to 
cross,.subsidisc, from the anti-competitive provisions of the Commerce Act. The bill 
introduces similiar provisions to the Dairy Act to improve the Board's accountability and 
provide for nve yearly efficiency and perfonnance audits. There is .a requirement that the 
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Board holds annual meetings for its 1600 growers and furnishes reports that comply with 
the samestnndardsexpected of public companies (Johnson R~W.M. 1993). 

Tn the.secases, successive governments haveuu<en the vieW that statutory authorities 
should be made accountable insimiliar ways to departments but that the chain of 
accountability should rest in producers hands. Inaddltion, there are a number of 
requirements on the boards to ',report to Parliament. This is consistent with an unwritten 
rule, widely believed by politicians. that the markethlg boards should 'be producer 
controlledeverl if protected by statute,. In thlssense, politicianshav.e taken a private 
interest view of the issue and modified any public interest in the matter. This would be 
consistent with :Martin's conclusions with regard to the Australian Wheat Board and the 
Australian Dairy Board. where 'long-running negotiations were needed to get final 
agreement on theirrefonn(Martin 1990,ppi99 .. Z02). 

5.0 Public Policies for Agriculture Assessed 

In this section, I discuss the major themes that have been raised in the previous sections. 

5. ~. Agriculruralassistance reform: theserefonns were the earliest to take place and 
were driven by thenght.,wing zeal of a 11inister of Finance at a time of fiscal restraint. 
It seems likely that the Minister was inspired. by individualistic notions of government 
though hispany was typically of the left and would normally have supported an 
interventionist role forgovemment. The language of public choice was not in vogue at 
the time, hence one must speculate whether vhe writings of Buchanan and Tulloch were 
then widely .known.8 The most significant policy change was the freeing of the exchange 
rate in March 1985 and the results that followed from the decision. In hroad terms, these 
refonns were consistent with the public choice platform of leshening the role of the state. 

An unexpected effect of the assistance reform was the growing dominance of 
macroeconomic policy_ In tenns of departmental responsibility, this involved a reduction 
in the power of the peripheral departments and .a concentration of power in the Treasury 
and the Reserve Bank. Agencies like the Ministry of Agriculture have a lesser role in 
central policy making in this framework and a greater concentration on technical matters. 
Whether this was by accident or design isa moot point! I retum to this theme be1ow. 

5.2 The separation principle: there has been a considerable reform of the departments 
of State in the land, water and air area. Refonn of the .land departments commenced first 
and was largely driven by environmentalist concerns that commercial operations should 
be separated from policy advice and administration functions. The environmentalists were 
backed by the Treasury in their recommendations. In the Ministry of Agriculture, fees for 
extension fu'1d meat inspection activities were introduced from 1985 (those for meat had 

8 Some commentators ascribe the Minister's views to Treasury capture (Jesson 1989, 
pp 59 .. 62). 
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been withdrawn in 1915 doe toa downturn in the commoditycy.cle). Administrative 
refonn in the Ministry commelu;ed in 1988 with a consolidation of divisiol1sand removal 
of middle management positions. The separation principle does not seem to have been 
paramount at this point as rtluc;hasndministrative economy focusing on management by 
opjectives. The position was changed in 1992 when the science functions ·oftheMinistry 
were transferred to the new crown research institutes. This gave scientific activities a 
clearer focus nnd line of accountability but left :technology transfer a poor orphan", 
Throt:gh 1991 and 1992, a.review of inspection services was carrledout to establish 
separation of delivery functions from the policy function, but was not proceeded with when 
trading partners objected to dealing with .any agency buta government agency. A simiHar 
review of extensiOn services wentro the point ·of establishing a new management structure 
for a stand",alone agency,but again this was put on hold due to doubts about slIchan 
agency's financial viability. Compared with the environmental agencies; the reforrtl In 
agriculture services has been only partial, apart; from the complete separation of scientific 
services. 

5.3 Public tntereSl versus priv(Jtc interest theories: in Martin's analysis~ he found a 
mixture of pub lie interest,contractanan (rule based)jand private interesttheories applicable 
in Australian agricultural policy development (1990, p197). In asimilhtr review of New 
Zealand policy developments in the last twenty years, this author found that the majority 
of the policies examined showed "public interest characteristics (see Appendix 1). Out of 
18 policy issues examined only 5 were clearly in the private interest domain. These were 
input subsidies, irrigation subsidies. government supported minimum prices, drought 
subsidies and fishing quotas. Even these cases have attributes of public interest in each 
of them. A recent assessment of Australian native forest managemeiltpolicy (Rose 1992) 
concluded that theBec~er model of competitive pressure &ITOUPS had limited ~pplication, 
and that wider public choice theories would not offer a complete explanation of policies 
adopted. Rose also emphasises the role of economists in examining the incentive effects 
of different property rights and. regulatory regimes and in providing objective infomltltion 
to the policy making process. 

5.4 The lVestminster model: various authors like Hensley (1993) make the point that 
the Westminster model of government is an evolving system, being modified by different 
countries in slightly different ways, and adjusting to the pressures placed upon it. In the 
New Zealand case, there are four developments which are modifying the classic model: 

(a) the State Jector Act altered the senior appointments procedure and replaced 
pennanent tenure with a contracts system. This has the capacity to reduce the 
independence of advice at least toward the eodor an appointment and of course 
allows for much greater political say in the initial appointment. It also makes a 
department. responsible to a Minister and not directly to Parliament. 

(b) the Official Informution Act allows for interested parties to obtain relevant 
infonnation from departments on decisions that affect. them. This transparency is 
desirable from the individual liberty point of view but seems likely to be a 
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restraint on those who tender sensitive policy advice to Ministers. It is avoided 
by notcommiuingopinions to paper though Ministers do have a veto on 
confidential infonna.tion that is supplied to them under the Act. 

(c) the Public Finance Act provides for a contract between a Minister and a chief 
executive. This form of agency theory CQuid d.rivea wedge between a ,Minister 
and his or her department, where\Vestminster theory holds the twO t.o be 
indivisible. An arms~length .relationship is created where a. Minister purchases 
outputs from his department, and where the relationship between the two is 
governed by the purchase agreement and by .a perfonnanceagreeIl1ent which sets 
out the ,responsibilities .of both the departmental head and the Minister. This thus 
leads to an .ambiguity as to who is.respollsible to Parliament? It may take a 
Crlchel Down case to clarify thisconundruml though in New Zealand the principle 
of ministerial responsibility is already very weak. 

(d) there is increased provision for support staffin Minister' i -lfflees. Hensley points 
out that the Minister's office is the most suitable source of regular political input 
into the advice he is receiving. HQwever~ increases in the staff bave the potential 
to tum into new departments. With the original department at greater anns .. length 
and a. policy unit in his office directiyresponsible to hhn, the influence of the first 
department could wane, lose interest and then key staff wou!d look elsewhere. 

5.5 Reform of institutions: I believe that the general trend towards less intervention 
and increased responsibility for agencies has changed the role of economists in 
government Economists are likely to find themselves working on institutional strUctures, 
legislation and monitoring systems,and less on interventism mechanisms. As 
responsibility for certain activities becomes more decentralised the need for monitoring 
increases and the need for financial assistance and outright incentives decreases. 
Decentralised institutions require better designed constitutions to cam out their role more 
independently of government. It is significant that the RC.~o·dTce'~~v1anagement Act is 
grounded in property pt theory,~,nf.a!1owance is made for market SOlutions to externality 
problems. The pre~~nt author ha~ taken the view that legislation de~~(m was the single 
most efficiency'improving factor in the Act (Johnson R.W.M. 1992) It will also be 
necessary to define the biophysicallimits of the resources concenled\--tmd once they are 
known, ecc-nomists can develop suitable .market mechanisms for managing the resources. 
These are necessary conditions to make the Act operational (R Jeffery, pers.com.). Reform 
of marketing board legislation also shows a common thread of increased accountability and 
independence through institutional changes. In my view, these changes do not go far 
enough in preserving some authority for central government. On the other band, current 
refonns have tended to reinforce the private interest view of self-detennination and 
decentralisation in the case of the marketing boards. 

5.6 The Role 0/ In/ormation: our discussion has made clear that Infonnatiotl and 
transaction costs have an important role tnplay in the economic reform process. Equality 
of access to information is a vital ingredient to optimal policy making. Govenllnent could 
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be a provider of information ifl11urket failure can be dcmonstruted; this would serve to 
balance the power of different interest groups through increased transparency. New 
Zealand could bavean Indust.ry Commission which could Serve to balanceinfonnudon 
flows. I do not. see the role ·or lnfonnntion analys~!d 1n this way in recent debntes in New 
Zealand; indeed, departments have tended to downs~ze their infonnation departments in 
times of fiscal fnlgnlity. In the Ministry of Agriculture, the infornlatioll section has been 
disbanded and the distributionJ1etwork forextcnsionpmnphlets sold to private enterprise. 
'It appears t.ome that the role of information as a public good bas been completely 
overlooked in this case and needs lnvestigation. Pdor to 1984, extension pamphlets and 
fann advisory work were one of the major public nctivities of the Ministry. 

Departments of state still need to collect information to carry out their contractual 
obligation to advise the Minister. As I have observed, this requires the cooperation of the 
private interest groups and statutory bodies whose actions are under scrutiny. Such 
il1fonnation .may not al ways be forthcuning or reliable. TIle collection of inf()rmation ttlso 
requires departments to reconsider thc~r' infonnation gathering activitiest how they store 
thatinfonnatioll and how they use it. 1 his means that the economic research activity of 
departments needs to beenhnnced and closely coordinated with policyttdvice functions. 
I presume that this lswhat ABARE means when they talk of improving the efficiency of 
the research process and the quality of the research undeI1~ken {Curmn, .Haltland and 
Fisher, 1993, pl1).The key factor in developing a program of applied research Is in 
accurately anticipating the practical usefulness of the research; perhaps several years in 
advance;. In ABARE, activities directed to anticipating upcoming issues of policy debate 
are given a high profile (ibid p9). Nevertheless, if research duties nrc combined with 
policy advice duties. some internal conflict may result when it comes to setting staff 
priorities. This has been my experience over a number of years of administering such a 
policy agency. 

5.7 Codifying departmental plans: in the new public management, the M.inister 
purchases outputs from a department through a purchase agreement and a perfonnance 
agreement. Clearly, these are prepared by departmental officers and the Minister can 
agree or disagree. The relationship is likely to suffer from considerable information 
imbalance. As I have said earlier, M,inlsters will have considerable difficulties in 
monitoring the agreements without outside help. The result is therefore likely to be either 
a lack of monitoring, or an increase in staff for the Minister. Of the delegation of the task 
to another agency. In New Zealand the monilOting problem is being resolved by the State 
Services Commission taking over this role. 

\Vhat is the performance agreement to specify? Is it to be so many ministerial answers, so 
many questions in the House replied to, so many publications prepared'] Arc departments 
to be viewed as some factory producing a certain number of pre~defi.ned widgets? What 
about longterm planning? As a profession, we are not likely to be very satisfied with this 
approach. But consider the alternatives. Can civil servants anticipate the policy issues of 
tomorrow? What is an optitnal1evel of policy advice? Is policy research like basic research 
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in that there will also be some research which will be~unsuccessrul' and hence, with the 
benefit of hindsight. 'wasteful'7 

These questions lead me back to trying to define what it good policy and research plan 
should accomplish? IbeHeve that theapproprlateagency needs competent officers* a high 
level of in-house tra.iningt .astrong esprUde corp, and a strategic plan that provides for 
both the, research function and the policy function. r believe lhot research has to be 
conducted in some isolation~ btu it has 10 be mnnagedby the policy directorate.. Needless 
to saY,such :an agency will have to be granted the necess1lry resources to cuny out its 
defined task. I believecocEfiedplanscould help in this objective by defining more closely 
what is essential to tbe tasks involved afldshedding the dross. Accounting systems. for 
example, still do not incorp()rJ.re zero·basedbudgeting which would focus more clearly on 
the definition of and delivery of outputs tOl\1inisters, 

5.8 Agricultural advice in tlte total eCCWOnl}': I have alrendy mentioned thnt the ro}e 
of different departments in New Zealand has cuanged;'isrecent refonns hnve been 
introduced. I beHeveeconOll1ists In agriculture will move into institutional matters more 
in the future. This will be due to the decline of influence in the macroeconomicpo!icy 
arena, and the rise of environmental concerns as expressed by tbe Resource Management 
Act. Tbere has been an almost cessation of e,conomic research at the fnnn level as the 
department has ,moved to costre",uvery. Anexceplion to this generalisation appears to be 
in the :arenof internat.ional trade. R.ecent GAIT n.egotiations have had a strong agricultural 
component:and appropriateadv1cehas been strongly influenced by the~1inistry. In other 
respeCtS, however1 there is tendency by some to view all policy matte.fS as technical 
matters to be solved at the technical level. 1 therefore f(}resee ,ft decline in the role of 
economists and of economic research in the Ministry. Some of: these issues will be 
addressed by Dr Arcus elsewhere In this Conference. 

5~9 External reviews a/poliCY decisions: the question nrises out of the earlier 
discussion of poliricaldecision making as to '\1ho monitors the decisions actually taken? 
The point was made that such declslon .. makingwas guided by a range of factors including 
previous promises, manifestos, prejudice, policy .advice, and previolls deciSions to name 
bur a few. Two suggestioDscome to mind.'Y·{e;a~ n profession,.can encourage and lead 
public debate .of issues be/ore they get to the decision. point and thus make ffivre 
transparent where the national interest lies.9 We can also offer .(!;c; post .analyses of 
decisions takeooT the results .of decisions taken nnu make these n1()re publicly transparent 
(se.e", for example R Gerritson 1992, fo.raperceptive review of Australian agricultural 
policy In 1990 and 1991). I believe this role requires different institutionallllTangements 
to those that operate at the present as it dues not fit neatly anrlcomfol1ably into 
contractual delivery nrrangements with ?\1.inis ters. Perlmps this has to be the role of 
economists outside Government? 

9 Ray Jeffery observes th~\t it is essential to publicly debate the issues before they gel 
to the decision point. 
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6 Conclusion 

This address has auem:pled to examine lhepolitic~d framework inwhicb ngrlcultuml policy 
is det.:rmined.. I .hope that there 'are sufficie,m: simiiarltitsbetween the constitutions of 
Auslraliattnd New Zealand for the examination to b~ llsefulnnU 'revealing to thisaudienc.e. 

! have found that there is no sharp dichotOItlybetween publlcilltcrest theories and privat(.' 
interest theories ·of government.. If nn,ythlng, there hnsbeen a slight swing in opmion 
toward nmre self-sufficiency in commerce and less government intervention, suggesting 
a mOdified priv,ate .. inteu!'sttheory thnt reduces the need for pressure group activity. 

In New Zealand .. bureal.lCnltic reronn has been driven by notions of puhlic choice them"y 
andfiscaluccessity and this has resulted in a considerable clarlficmionofobjecti\ t:s but 
reduction in people employed. This hascerurlnly affected the agrlcult.tlralbureaucrecy and 
made it more ,concerned with technkal objectives. These tedmicalobjectives relate to 
public goods and se.rvices which genernllycan only be pnwided by centr '1 go\'¢rr.me.nl 1.n 
the areas of~lgricultural security tlndenvironmental protectiun, 

Has the role and importance of the bureaucrac}' been. lesscr;;d? 1 think it illS but only 
because general government reroml has heen direc(ed at less economic intervention and 
greaxet decentralisation 

He,; the paramountcy of the elected representatives been enhanced? 1 do not believe it has. 
Again for other reasonsttheteputation of the electedrepresentanves has be,enin decline 
in the periodconcemed. 

Have we moved to amoreconstitutionnl approach 10 the art .of governance'} I believe we 
have; this has been due to a.co·incidentalmovement to preferential votingwhkb would 
be difficult toassochue \vhh thepubtie choice theorems which are the preserve of the 
inteUigentsia.V<leshould not. however, under-estimate the power of the media, especiaUy 
with the popularltyof such programmes as Yes A1illistcr. 

HaveconstitUtionaichangcs been introduced to limit budget deficits or imposing taxes 
beyond a certain level? I believe not. 

Has the \Vestminster system been changed substamialIy? 1 believe not: there has been a 
\vedge driven between Parliamentandofficlals through the introduction of chief executivt 
contracts and agreements. but the corerelationt;hip between I\linisters and .Parliament 
remains um .. hanged. The strengul (and the weakness?) of the present system lies in the 
power assumed by the Cabinet: vis a vis Parlhunent. and (his doel) not appear to have 
changed .. jj • 

to However; the introduction of a Mixed Member Proportional voting system (.MIV1P) 
in 1996 is likely to change the relative power of the parties tU1d thus the solidarity of the 
Cabinet. 
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APpgNDIXONE 

,Pd\'ate·.intercst Ana1ySiS()f New Zealand AgrlculfuralroU(!y 

Policy TranSfer TrdJlsfet' Players ConSultation Theory 
of Po wet QfRent .lnvolvcd ProcCS$ 
to Group to Group 13eneficjaries/ Utilised 

Payers 

Input ,Subsidies no yes group/mtlllY yes Private interest 

2 OutpUt subsidies nQ yes gtoup/roany nQ 'Public interest 

3 Single seller yes no many!m;:my yes Private interest 
mw-keLing 

4 Price .support 

(a) self-fu.ndcd no no group/group yes Public interest 

(b) govt. funded no yes grouplmany no Private inwrest 

S lncome 
equalisation ;no no group/group yes Public intereSt 

6 Producct'control yes yes group/many yes. Contrnctruian 

7 DroughtreUef no yes group/many no Prlvateinterest 

8 Soil erosion yes yes group/many yes .Public interest 
incentives 

9 NationaUsation of yes no grQup/many yes Public interest 
water rights 

10 Land use 
controls yes no group/many yes Public interest 

11 Irrigation no yes group/many yes Private interest 

12 Welfaregnl.nts no no many/many no Public interest 

13 Research 
services no no many/many no Public/private 

interest 
14 Veterinary 

services no no many/many no Public/contract 
urian 

15 Information 
services no no many/many no Public/private 

16 Extension 
se.rvices no yes group/many no Public/private 

17 Financial 
services no no bureaucratic no Public interest 

18 Fish quotaS 

(a) ITGs yes yes group/group yes Private interest 

(b) Rational usc yes no many/many yes Pubhc mterest 
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