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28 June 2005 TY-1-0-1  

Treasury Report: Productivity: An Update on Progress 

Executive Summary 

The purpose of this report is to provide an update on Treasury's recent  work regarding the 
productivity of the New Zealand economy.  The report draws on a simple framework that 
centres on the following key ideas: 
 
• Although it is true that New Zealand has less capital per worker than richer OECD 

countries,  New Zealand policymakers should remain focused on improving the 
underlying determinants of the economy’s overall (or "multifactor") productivity.  These 
underlying determinants include institutions, tax and macroeconomic policy, 
infrastructure, flexibility, and the environment for innovation.     

      
• If New Zealand can achieve strong multifactor productivity growth, then investors 

should gladly supply additional capital and the stock of capital per worker should 
increase.   

 
• Having said this, an important secondary goal is to remove any "impediments" that 

might obstruct some marginal investors from taking advantage of the returns that are 
underpinned by multifactor productivity growth.  Impediments could potentially take 
several forms including financial market underdevelopment and uncertainties 
associated with the high external debt burden.        

 
In line with this framework, the report describes recent research and policy work regarding 
the underlying determinants of productivity.  The report then turns to Treasury’s work 
regarding impediments to capital accumulation.  Highlights from the recent research are as 
follows. (Of course there are a number of other issues that are highly relevant to productivity; 
this list is limited to work completed during the past twelve months.) 
 
• Underlying determinants of productivity 

o New research indicates that New Zealand’s business environment is 
reasonably flexible.  The process of firm start-up and exit makes an important 
contribution to productivity growth.   

o It is important to build on this flexibility and avoid policies that might hamper it 
such as certain types of product and labour market regulation.   

o Insufficient infrastructure investment may be hampering productivity growth.  
Treasury work indicates some road projects with very high estimated returns 
go unfunded.  

 
• Impediments to capital accumulation 

o A new Treasury working paper finds evidence suggesting that New Zealand 
suffers from some form of impediment:  New Zealand’s rate of return to capital 
appears to be high compared to other OECD countries.   

o This leaves us with the question of what might be preventing investors from 
taking advantage of these high returns.  Recent policy efforts have attempted 
to mitigate some potential impediments, including the tax treatment of 
collective investment vehicles and the tax rules for depreciation rates. 
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Recommended Action 

We recommend that you: 
 

a note the contents of this report; and 
 

b indicate if you would like to discuss the content of this report.  
 

 
 
 
 

Geoff Lewis 
Manager, Policy Co-ordination and Development 
for Secretary to the Treasury 
 
 
Media Staff 
Referred: Yes/No 
 

 
 
 
 

Hon Dr Michael Cullen 
Minister of Finance 
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Treasury Report: Productivity: An Update on Progress 

Purpose of Report 

1. Several previous Treasury papers have looked at productivity and its contribution to 
economic growth.1  The purpose of the present report is to provide you with an 
update on Treasury’s recent productivity work and explain its significance.  

Analysis 

2. In the most basic terms, economic growth is about creating the conditions and 
incentives for people to work, invest in physical and human capital, and put these 
inputs together in increasingly productive ways.  But what are these conditions and 
incentives?  Earlier Treasury papers point to the importance of various “underlying 
factors” such as institutions (including the macroeconomic framework and regulatory 
regimes), financial systems, and the environment for enterprise and innovation.  
Recent work continues to probe these deeper factors and also considers 
“impediments” that might prevent investors from taking advantage of otherwise-
profitable opportunities in New Zealand.     

3. Previous Treasury papers described an “accounting framework” for thinking about 
growth and productivity.  To recap (see Figure 1), per capita GDP growth can be 
broken down into two components: growth of labour utilisation (the extent to which 
the population is engaged in labour) and growth of labour productivity (output per 
worker).  In turn, labour productivity growth can be broken down into two 
components: growth of the capital-labour ratio (physical capital stock per worker) and 
growth of multifactor productivity (MFP).  MFP is of central importance for growth.  It 
is driven by the “underlying factors” mentioned above.   Simply put, MFP measures 
the growth in the amount of output that the economy can produce from any given 
amount of labour and capital inputs.    

Figure 1: Contributors to Economic Growth  

                         

                                                 
1 For an overview, see “New Zealand Economic Growth: Analysis Of Performance And Policy” 
(http://www.treasury.govt.nz/release/economicgrowth/). 
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4. Economic Development Indicators 2005 describes trends in the components of New 
Zealand GDP.2  The are two key points that are worth repeating here.  First, 
compared to the member countries of the OECD, New Zealand has low levels of 
labour productivity, capital per unit of labour, and MFP, although the recent growth of 
these variables has been encouraging.  Second, New Zealand’s labour productivity 
grew at a rate approaching the OECD median in recent years (1997-2004). 

5. It is important to recognize that there are complex interactions between the different 
components of the growth accounting framework.  In order to put recent work in 
context, this report draws on a framework – or simple model – developed in a 
previous report.3  There are three important aspects of this model:   

• MFP is largely driven by the “deep conditions and incentives” mentioned above.  
Identifying and illuminating these fundamental drivers of MFP is an important and 
challenging research agenda.   

• Increases in MFP can raise the productivity of physical capital and thus increase 
incentives for investment, leading to accumulation of the amount of capital per 
worker.   

• “Impediments” to capital accumulation can hamper this process of capital 
accumulation – effectively keeping investors from taking advantage of profitable 
opportunities provided by MFP growth.    

This very simple model leaves out various aspects of the real world.  For example, 
importation of capital can help a country adopt new technology and thus boost MFP;   
a country that is starved for capital may eventually have problems achieving MFP 
growth.  However, the simple model is very useful for organising thoughts about the 
relationship between productivity and capital accumulation.    

6. It may be useful to restate the above three points in a more direct fashion.   Although 
it is true that New Zealand has less capital per unit of labour than richer OECD 
countries, New Zealand policymakers should remain focused on improving the 
underlying factors that drive MFP.  If New Zealand can achieve strong MFP growth, 
then investors will gladly supply additional capital and the stock of capital per worker 
will improve.  Having said this, an important secondary goal is to remove any 
impediments that might obstruct some marginal investors from taking advantage of 
returns offered by MFP growth.       

7. The remainder of this report describes Treasury research and policy analysis with a 
bearing on productivity from the past twelve months.  Much of this has been covered 
in previous reports; the purpose here is to bring recent work together in one 
document and place it in context.  It is also important to keep in mind that there are 
many important aspects of productivity that are not emphasised here simply because 
we have not completed projects on them over the past twelve months.  The 
concluding section of the report outlines several areas – including the accumulation of 
human capital – that figure prominently on Treasury’s ongoing productivity work 
agenda, but are not featured in the present report.   

 

                                                 
2 Available at http://gif.med.govt.nz/aboutgif/indicators-2005/.  See also T2004/705 “Accounting for 
New Zealand’s Economic Growth”. 
3 See footnote 1 and also TR2004/1176, “Understanding Capital Accumulation and Labour 
Productivity – An Update.” 
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8. We begin with a brief recap of last June’s report on capital accumulation, turn to 
developments regarding measurement issues, discuss some new research on of the 
deeper conditions and incentives for productivity growth, and then look at work 
regarding impediments to capital accumulation.   

 

A Recap of Last Year’s Report on Productivity and Capital Accumulation 

9. A June 2004 Treasury Report looked at the interaction of New Zealand’s MFP and 
capital-labour ratio and their contribution to labour productivity.4  A brief recap helps 
set the context for discussing more recent work.  The report concentrated on the 
levels of these variables compared to other countries (as opposed to growth rates) 
and reached three main conclusions.   

• First, compared to the member countries of the OECD, New Zealand has low levels 
of labour productivity, capital per unit of labour and MFP, even though the recent 
growth of these variables has been encouraging.   

• Second, New Zealand’s low level of capital per worker can be thought of as partly a 
by-product of New Zealand’s low level of MFP.  This conclusion flows from a basic 
model, resting on a simple line of reasoning: if New Zealand’s MFP level supports 
high-return opportunities then investors – both domestic and international – will 
want to increase the stock of capital in New Zealand.  (See TR2004/1176 for a 
more detailed explanation.)   

• Third, there may be impediments that prevent investors from taking advantage of 
the investment possibilities that are available at any given level of New Zealand 
MFP.  The June 2004 report identified several possible impediments (discussed 
further, below) but underlined the fundamental importance of MFP for explaining 
the gaps in labour productivity between New Zealand and other OECD countries. 

 

Refining Estimates of MFP and Capital Stock Levels    

10. The June 2004 report noted that accurately measuring levels of capital-labour ratio 
and MFP across countries can be much more difficult than measuring rates of growth.  
Nevertheless, the report provided some rough initial levels estimates for OECD 
countries for the year 2000.  Since then, Treasury has worked with the OECD to 
refine levels estimates.  The OECD results put New Zealand’s capital-labour ratio at 
just under 60% of Australia’s from 1998 to 2002.  Meanwhile, the OECD reckons that 
New Zealand’s MFP level was about 95% of Australia’s over the same period.  The 
corresponding figures from the initial Treasury estimate for year 2000 were 78% and 
80%.  In short, the OECD and initial Treasury estimates both try to explain roughly 
the same measured labour productivity gap between New Zealand and Australia; the 
OECD estimates find a larger role for capital stock differences and a smaller role for 
MFP differences.  Put another way, if the OECD is right that New Zealand has a 
particularly low capital-labour ratio vis-à-vis other countries, then this suggests that 
there may be some impediment to capital accumulation.         

 

 

                                                 
4 TR2004/1176. 
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11. How should this discrepancy between the OECD and Treasury estimates be 
assessed?  The OECD estimates employ a more sophisticated approach, although 
the results are sensitive to various underlying assumptions.  More importantly, we 
should remember that the OECD has so far compared New Zealand levels against 
only one country (Australia).  Against the broader OECD, it is still reasonable to say 
that MFP is an important source of labour productivity differences.  At most, we can 
view the OECD estimate as a fragment of evidence suggesting the existence of some 
impediment to capital accumulation (more on this below).  Treasury is urging the 
OECD to expand their study to include comparisons of New Zealand against 
additional countries.  We are also exploring complementary research partnerships to 
refine levels comparisons against other OECD countries.     

12. Treasury is working along other fronts to refine the measurement and interpretation of 
MFP.  In particular, we commissioned a paper from Kevin Fox at the University of 
New South Wales, which examines the measurement and interpretation of MFP in a 
model where industries are characterised by imperfect competition.5  The results are 
inconclusive, due to limited data availability, but the project is a worthwhile effort to 
enhance our understanding of problems surrounding the estimation of MFP.               

 

MFP and the Underlying Determinants of Productivity 

13. This section considers recent attempts to shed light on MFP and the underlying 
determinants of productivity.  Later, we will turn to the issue of impediments to capital 
accumulation.         

14. Flexibility of the economy:  A previous Treasury report argues that productivity 
growth depends, in part, on the flexibility of the economy:  “the business environment 
must be one where the incentives encourage enterprise and innovation, where firms 
seek out and develop profitable new opportunities, and where well performing and 
more productive firms will prosper, while poorer performers exit.”6  How flexible is the 
New Zealand economy?  John McMillan of Stanford University attempts to answer 
that question in a paper invited by Treasury.7  McMillan looks at the question from a 
number of angles, and concludes that New Zealand’s economy is reasonably flexible: 

• New Zealand’s business sector appears to be “accessible to enterprising 
people regardless of their upbringing”: McMillan cites an estimate that “74 
percent of New Zealand’s rich did not get their start in life from inherited 
wealth” – an arguably larger fraction than Australia, the UK and the US. 

• Time required to start up a business in New Zealand is low compared to 
several other OECD countries and compliance costs faced by existing 
business seem to be low. 

• New Zealand has a healthy population of both small firms and firms that have 
graduated to medium size.  At the same time, the available evidence “suggest 
that there is no major barrier to downsizing” on the part of less-productive 
firms.   

                                                 
5 “Returns to Scale, Technical Progress and Total Factor Productivity Growth in New Zealand 
Industries” is forthcoming as a Treasury Working Paper in July 2005. 
6 “New Zealand Economic Growth: Analysis Of Performance And Policy” 
(http://www.treasury.govt.nz/release/economicgrowth/). 
7 “A Flexible Economy? Entrepreneurship and Productivity in New Zealand,” presented at the 
Productivity Workshop, July 2004, http://www.treasury.govt.nz/productivity/ 
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• The list of New Zealand’s top ten firms appears fluid: for example, “just three 
of the ten largest companies (by employment) in 1975 were still in the top ten 
in 1996.”  

15. McMillan suggests that large firms in New Zealand may underperform, and 
recommends further research on why this might be the case.  However, overall 
McMillan’s study reflects well on the flexibility New Zealand economy and he 
speculates that – as long as this flexibility is maintained – New Zealand should be 
able to sustain high rates of productivity growth in the future.    

16. The role of firm start-ups and exits:  A recent Treasury working paper looks more  
deeply into one aspect of flexibility: the turnover and productivity experience of firms.8   
Every economy in the world experiences some degree of firm turnover – each year 
some firms go out of business (“exit”) and some new firms start up.  The overall 
productivity of an economy is affected by the degree of turnover and the productivity 
characteristics of entering, exiting and continuing firms.  To pick an extreme example, 
an economy that sheds its most productive firms each year will tend to have worse 
overall productivity growth than an economy that sheds only the least productive 
firms.     

17. The paper reaches two key empirical conclusions.  First, the New Zealand economy 
does a good job of shedding relatively unproductive firms while fostering productive 
ones.  Second, the economy also benefits greatly from firms that start out with a 
relatively low level of productivity but are able to achieve strong subsequent 
productivity growth.  These conclusions suggest New Zealand has similar turnover 
characteristics to other OECD countries.  However, the conclusions were not entirely 
obvious before the research began: the work disproves the hypothesis that the New 
Zealand economy indiscriminately sheds both productive and unproductive firms.     

18. These conclusions indicate that the environment for New Zealand firms is flexible and 
supports beneficial competition amongst firms.  Low entry costs and low barriers to 
exit allow new firms to compete and induce inefficient firms to exit.  Economists have 
long pointed to the competitive struggle between firms as an important engine of 
productivity growth.  An implication of this line of reasoning is that it is important to 
avoid policies that might hamper firm competition and the turnover process.     

19. This research is reassuring in that it finds New Zealand’s firm turnover appears to 
have healthy characteristics that enhance productivity.  However, it is still possible 
that New Zealand could do better in these areas.  At the least, policymakers should 
avoid measures that inhibit firm turnover.      

20. Infrastructure – roads:  Insufficient infrastructure may constrain productivity growth.  
Treasury’s report on “New Zealand Economic Growth” argues that infrastructure is “a 
facilitator of economic activity….If investment in infrastructure fails to respond to a 
growing economy then bottlenecks may result.”9   A recent internal Treasury project 
examines the question of whether, from a national welfare perspective, expenditure 
on roads is sufficient.  Transfund conducts comprehensive cost-benefit analyses of 
potential projects and generally rejects projects that have rates of return less than 55-
60%.10  The methods Transfund uses to conduct the cost-benefit analyses appear to 

                                                 
8 “The Contributions from Firm Entry, Exit and Continuation to Labour Productivity Growth in New 
Zealand”  by David Law and Nathan McLellan is available at 
http://www.treasury.govt.nz/workingpapers/2005/wp05-01.asp.  This working paper is discussed at 
greater length in TR2005/65.     
9 “New Zealand Economic Growth: Analysis Of Performance And Policy” 
10 This corresponds to a benefit-cost ratio of 4:1. 
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be sound – and may, in fact, be underestimating the return from proposed projects.  
This suggests substantial road infrastructure underinvestment: New Zealand seems 
to be passing up road investments that would earn a very high return (certainly much 
higher than the return earned by marginal investments in the private sector).   
Insufficient road investment may be a “bottleneck” constraining overall productivity, 
although we don’t know how much higher aggregate productivity would be if the 
constraint were eliminated.               

 

Impediments to Capital Accumulation  

21. As discussed above, the June 2004 Treasury report on capital accumulation 
discussed the possibility of impediments to capital accumulation that might 
discourage investors from taking advantage of otherwise attractive (ie, relatively high-
return) opportunities in New Zealand.  In principle, such an impediment could take 
several forms, including financial market distortions and uncertainties associated with 
New Zealand’s high external debt burden.       

22. New macroeconomic evidence regarding impediments:  A new Treasury working 
paper analyses New Zealand’s rate of return to capital compared to several other 
OECD countries.11  It is difficult to accurately measure the rate of return to capital in a 
fashion that reliably lends itself to direct comparisons across countries, but the 
research finds some evidence that New Zealand’s rate of return is relatively high.  
This is another piece of evidence suggesting that New Zealand suffers from some 
impediment to capital accumulation.  However, this finding does not diminish the point 
that MFP is of central importance for understanding difference in per capita GDP and 
labour productivity across countries.  An impediment to capital accumulation simply 
means that New Zealand has somewhat less capital per unit of labour than it 
otherwise would at any level of MFP.  Even if the impediment persists, raising MFP 
will tend to draw in more capital and will tend to raise labour productivity and per 
capita GDP.  Looking at the growth of the economy over time, an impediment will 
mean that the capital stock will struggle to keep up with the opportunities presented 
by growing MFP.   

23. If New Zealand does suffer from an impediment to capital accumulation, what is the 
cause?  Unfortunately, we don’t have conclusive macroeconomic evidence to answer 
this question.  Indeed, there is no reason to believe that any single issue is 
responsible for a significant impediment; it is possible that several issues may each 
contribute.  Some recent policy initiatives may help to alleviate impediments.   

24. Alleviating impediments – financial markets:  During the past year, Treasury has 
taken a particular interest in investigating financial market development.  A key 
purpose of financial markets is to facilitate efficient investment by producing and 
promulgating information about investment opportunities.  To use more technical 
terminology, financial markets exist to minimize information costs.   Underdeveloped 
financial markets and high information costs can act as an impediment to capital 
accumulation.12               

                                                 
11 “Capital shallowness: a problem for New Zealand?” by Julia Hall and Grant Scobie is slated for 
publication as a Treasury Working Paper in July 2005. 
12 For further discussion of financial markets and information costs see Treasury Working Paper 04/17, 
“Financial Systems and Economic Growth: An Evaluation Framework for Policy,” by Iris Claus,  
Veronica Jacobsen and Brock Jera, available at http://www.treasury.govt.nz/workingpapers/2004.    
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25. In January, Treasury, MED and RBNZ completed a review of the regulation and 
performance of New Zealand’s major financial institutions.13  The review found that 
the regulatory regime applying to banks was generally sound.  RBNZ appears to 
operate effectively as bank regulator and overseer of the stability of the broader 
financial sector.  MED is now leading a “Review of the Regulation of Financial 
Products and Financial Providers”.  The MED review will, among other things, 
investigate concerns that the approach to the regulation of the broader financial 
system is piecemeal, inconsistent and offers somewhat insufficient consumer 
protection.               

26. On a related front, Treasury recently developed proposals (announced in the 2005 
Budget) to change certain aspects of the taxation of investment income.14  The main 
proposal targets a distortion in the present tax regime that discourages domestic 
investors from investing in collective investment vehicles (CIV).  This distortion may 
act as an impediment to capital accumulation by dampening the effectiveness of the 
industry of professional financial analysts and managers  who would otherwise serve 
to reduce information costs faced by potential investors in New Zealand industries.   
In particular, investments that tend to require a pooled approach are likely to be 
underfunded.  As such, the proposed changes to the tax regime are consistent with 
efforts to remove potential capital impediments.  

27. Alleviating impediments – tax depreciation rules:  Tax depreciation rates that fail 
to mirror the way an asset declines in value can artificially encourage or discourage 
investment in particular types of assets.  In July 2004, IRD and Treasury released an 
issues paper arguing that current tax depreciation rates are likely to be too fast for 
buildings and too slow for short-lived plant and equipment.15  The 2005 Budget 
introduced legislation to address this distortion.16 

28. Alleviating impediments – external debt burden:  New Zealand’s substantial 
external debt burden may act as an impediment to capital accumulation.  It is easy to 
imagine that external savers might demand a premium for pouring more capital into 
New Zealand, given the high level of existing external debt.  If this were the case, and 
if external creditors were the only source of financing, then New Zealand would 
exhibit high return to capital and we could point to the external debt burden as an 
impediment to capital accumulation.  Domestic saving is, of course, an alternative to 
external savings.   We do not see a strong case for compulsory individual saving nor for 
significant direct government subsidy of individual saving.  However, it would be prudent 
for government policy to err on the side of encouraging more domestic saving.  

 

Public Sector Productivity 

29. Public sector productivity can be broadly categorized as an underlying factor 
influencing the wider productivity of the economy.  Public sector productivity 
contributes to overall productivity through two broad channels.  First, improvements in 
public sector productivity means better productivity from the fraction of GDP that is 
produced by the government.  Put a different way, higher productivity means people 
and firms can enjoy the same amount of public services with a smaller (or less 
expensive) public sector.  Second, a more productive public sector may have spillover 
effects that improve private sector productivity.  

                                                 
13 TR2005/83. 
14 T2005/703. 
15 “Repairs and Maintenance to the Tax Depreciation Rules" 
http://www.taxpolicy.ird.govt.nz/publications/files/depreciationpaper.pdf 
16 http://www.taxpolicy.ird.govt.nz/publications/files/html/budget2005/depreciation.html 
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30. Treasury has established a project aiming at improving our methods of measurement 
and better understanding public sector productivity.  In an initial case study, Treasury 
looked at productivity in the District Health Board sector.17  The research examined a 
sample of expenditure and outputs from a set of hospitals.  The main conclusion is 
that measured productivity appears to have declined by 2.6% p.a. over the three 
years to 2003/04, after climbing 1.1% p.a. in the preceding three years.  There are 
three obvious caveats.  First, there are aspects of hospital output that are not 
measured.  Second, quality may have increased by more than the increase in 
outputs.  Third, the data (e.g. on staff numbers) may simply be unreliable.  
Nevertheless, this research is useful as a case study that underlines how little is 
known about public sector productivity.  Treasury is undertaking several more case 
studies in the coming year, with the hope of catalysing greater emphasis on 
productivity across the public sector. 

 

Conclusion and Program for Future Work  

31. This report provides an update on the past twelve months of Treasury work regarding 
productivity.  There are a number of conclusions that can be drawn from this 
research.  A few of these are worth particular emphasis: 

• The process of firm start-up and exit makes an important contribution to 
productivity growth.  It is important to build on this flexibility and avoid policies that 
might hamper it, such as certain types of product and labour market regulation.   

• Insufficient infrastructure investment may be hampering productivity growth.  
Treasury work indicates that there are road projects with very high potential 
returns that nevertheless go unfunded. 

• We have seen that there is some indication that the New Zealand economy faces 
an “impediment” that constrains the capital stock.  However, it is difficult to 
determine the cause.   It is important to remember that improving the underlying 
determinants of  productivity will raise the level of capital per worker, even in the 
presence of an impediment.   Treasury will continue to work on this issue, as well 
as understanding the underlying determinants of MFP.     

32.  Treasury’s current program for productivity issues includes work on the following   
issues: 

• Firm-level productivity and growth:  Treasury has a program to build on the firm-
level work described above (see “Role of Firm Start-Ups and Exits”) by digging 
deeper into understanding the relationships between the economic environment, 
firm characteristics and how these relate to labour productivity.   

• Impediments to capital accumulation: Treasury aims to deepen our understanding 
of the interaction between impediments, capital accumulation and MFP described 
in this report.   

• Labour market regulation:  Treasury is working with the Ministry of Economic 
Development on its project to assess the flow-on and dynamic impacts of past 
and potential changes to labour market regulation.   

                                                 
17 See TR2004/1412, “Value for money in health – the DHB sector.” 
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• Tertiary education in-depth review:  The tertiary In-depth review (IDR) team is 
working jointly with the Ministry of Education and the Tertiary Education 
Commission to develop options for Ministers on the long term fiscal sustainability 
and value-for-money of tertiary expenditure.  

• Skills and firm-level productivity:  Treasury is investigating how firms are adjusting 
their workplace practices and investment decisions in the light of persistent skill 
shortages.  This includes reviewing the findings about business responses from 
initiatives being undertaken by the Department of Labour as part of the 
Government's medium term skill strategy.  It will also explore how firms 
and training institutions are responding to the changing demand for skills. 

• Taxation: Treasury plans to continue studying how shifting to a more efficient tax 
structure could impact on growth.  

• Innovation:  An in-depth review of Innovation will begin in the September quarter.  
The review will seek to increase our understanding of the growth returns to 
knowledge as a basis for advising on the role of government and appropriateness 
of institutions across the economy.  We aim to be able to advise where 
institutions, regulations or other policy settings could be improved to enhance 
innovation and enable firms to raise their productivity through innovation. 

• Firm finance: We will be working with other agencies on an evaluation of the 
private equity market in NZ.  We have also been working with MED on developing 
a framework for analysing policy options in the area of non-bank financial 
institutions.   

• International connections:  Treasury is leading development work on the Single 
Economic Market.  This includes work on Trans-Tasman Banking regulation, but 
also policy development on further opportunities to deepen and strengthen the 
economic relationships between New Zealand and Australia.   With MFAT and 
MED, Treasury is also working on how to maximise the value of FTAs.   

• Infrastructure:  Treasury is conducting an IDR of the electricity sector and also 
pursuing further work on transport funding. 

• Property Rights and environmental issues:  We are continuing to investigate 
policy issues around the Resource Management Act, water allocation and climate 
change. 

• The primary sector’s contribution to economic growth:  This project seeks to better 
understand the primary sector's contribution to New Zealand’s economic growth.  
It aims to quantify the growth of the sector over time and consider what has 
underpinned this growth as well as look ahead to the opportunities and the risks 
for the sector’s future growth.   

 

   

 


