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Advisory Group on Long-term Productivity Gains 

As the advisory group is well aware, there is no “silver bullet”, and no “two-three page” submission is going to 

provide a complete answer. But as a student of New Zealand’s economic and social development, a long-time 

participant in policy discussion, and head of a university school concerned to develop policy analysis and 

public management by making academic knowledge and expertise available to practitioners, I think there are 

some themes worthy of study. 

 

CER experience 

The formulation, implementation and continuing development of CER is one of the most successful thrusts 

towards enhanced productivity in New Zealand’s recent history. The lesson of most value to the Advisory 

Group is not the detail of the agreement or even the broad thrust of integration with the international economy, 

but the process by which CER was adopted and made acceptable to New Zealanders. The key was 

announcement of an objective, together with a coherent justification and a timetable for implementation and 

review. As the implications of the agreement were harvested and appreciated, opposition to CER declined and 

the timetable was accelerated. 

 

By analogy, reducing the gap between Australian and New Zealand productivity performance requires 

persuasive articulation of the unwillingness of New Zealanders to tolerate lower material standards of living 

than those available in Australia, along with announcing and maintaining a plausible programme of action 

which can attract support by diminishing the gap. None of this is easy. New Zealand history has a constant 

theme of an implicit social objective of building a “better society” while providing a higher material standard 

of living than is generally available elsewhere. Emigration was characteristic of periods from the 1880s 

onwards when this objective was not being achieved. There will be questioning, from advocates of traditional 

disdain for material comfort and from environmental advocates, but I am confident that there is still majority 

support for the longstanding social objective. It is more difficult to conceive of a plausible programme of 

action which can attract support, but I am sure that formulating and maintaining a policy which can attract 

public support is crucial. 

 

Accept change 

CER attracted increased support because there was a positive adjustment to the change which it necessitated. 

This was a minor example of a characteristic of economic progress shown on a much larger scale in the “East 

Asia miracle”, the acceptance of change as a response to challenges. As Asian economies shifted through 

successive periods of comparative advantage in textiles, shipbuilding, motor vehicles, and electronics, firms 

concentrated on moving to growing sectors and policy facilitated those moves rather than trying to shelter 

existing activities. 

 

The long-term problem bequeathed to New Zealand by its experience of “The Instability of a Dependent 

Economy” (the phrase made immortal by Simkin) and by the myths built on of the Great Depression of the 

1930s is not a priority for security over material prosperity, but an anachronistic belief that risks can be 

countered only by collectivizing them. Especially from the 1970s, as financial institutions began to exploit new 

instruments made possible by fundamental advances in knowledge about valuation of options, risk could be 

addressed by individual choices in how portfolios should be managed. Successive New Zealand governments, 

however, continued to equate provision of security with government intervention, and the population 

acquiesced in this. Productivity did not benefit as much as it could have done from enterprise (and even the 

rhetoric of enterprise was captured for collective ventures).  

 

Nostalgia for the familiar is a powerful force. Nothing was more damaging in the 1980s than the belief that 

“the reform” was a temporary phase to be got through before life could return to normal. Even a “cup of tea” 

could have been tolerated if it were not for the prospect of an unending teatime. 

 

If my first suggestion is to recognise the importance of attracting popular support to a consistent pat of 

development, my second is to ensure that ideas are continually updated. It is no accident that there is an 

element of tension between these two prescriptions, but it is only the desire for a quiet life that leads to the 

thought that consistency is most easily attained by an absence of change. 
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Innovation 

Continued reliance on outdated ideas could be illustrated in many spheres. One of the most important is talk 

about “innovation” while we direct resources to subsidizing scientists. 

 

Innovation is essentially better ways of using resources to generate satisfaction. Technology is merely one 

vehicle of innovation, and scientific research is merely one element of technology. Organisational change, or 

changes in preferences, may also effect innovation.  

Nearly all economies import most of their technical development and adapt it to their local circumstances. This 

is simply an implication of most countries having a small share of the world’s population and a small share of 

new ideas that inform the process of innovation. It has certainly been true of New Zealand; the archetypal New 

Zealand innovation is employment of overseas engineering to achieve refrigeration and major local effort in 

adapting breeds of livestock, husbandry methods, and institutional arrangements for finance and managing 

processing. We can expect that to continue. One of the challenges for New Zealand is to focus on innovation 

and stop thinking about subsidies for research. “Commercialisation of technology” is part of the outmoded 

thinking. Innovation usually begins from generating human satisfaction and working out how to do it; at the 

very least there is genuine interaction between final satisfaction and perceived opportunities. 

For many years, no historian of technology or innovation has taken seriously the idea of a linear sequence from 

research to development to technology to final product, but that remains the basis for much of our policy in the 

area. (The subdivision of research into pure and applied is just as questionable.) It is especially ironic that in 

the reorganization of the 1980s we took two conventional phrases, research & development, and science & 

technology, kept three of the four elements as though they constituted a policy foundation, and then judged the 

resulting institutions as though they were designed to do the fourth element.) The notion that research has 

primacy and a strong claim on public expenditure can be regarded as the biggest success of a PR campaign in 

the twentieth century as it was how Vannevar Bush sold continuation of Manhatten Project support for 

scientists to the US Congress in the 1940s; fortunately few PR consultants have an atomic bomb in their 

armoury. 

We should be prepared to update our thinking, and develop policy processes which focus on innovation and 

engage research capability – scientific and otherwise - when and where it is relevant. 

 

Education 

Education is a subject on which everyone becomes an expert by the passage of time. Ageing encourages 

nostalgia about past experience and criticism of the change by which educators seek to keep abreast of their 

task. The aged tend to become protective about the health sector as they appreciate what is done for them 

(irrespective of its cost and effectiveness) and as they cultivate self-interest in the face of increasing health 

needs. Education benefits from no such solicitude. 

 

The big demands of the education sector are embodied in  “learning for life for all”. In modern economies and 

societies, change requires continual updating of human capabilities. Education has become a part of life, not a 

period of preparation for life. Furthermore, enhanced capabilities are demanded from all participants, not from 

a select few. Recognising achievement rather than selecting the elite is at the heart of a modern education 

system. 

 

This requires an enormous change from seeing education as a number of institutions accommodating young 

people and filling their empty minds with well tested information while choosing a select few for positions of 

privilege. But it is the latter frame of reference which fills our newspapers with comments on NCEA or 

provides the material for much public comment about educational standards.   

 

There is room for ensuring that the education sector contributes more to closing the productivity gap with 

Australia. This will not be achieved by a return to the past, but by improved teacher training, and using 

contemporary curricula to build the skills, knowledge and aptitudes which are required. 

 

It is unfortunate that currently we see a sensible search for appropriate monitoring of educational achievement 

becomes a ludicrous debate about league tables, while a curriculum designed for to generate appropriate 

learning for future lives in a productive New Zealand is reduced to outdated notions of literacy and numeracy. 

Learning depends on interest, and other essential skills and learning areas, such as ability to confront abstract 

reasoning with accurate observation, ability to use creative imagination, and a capacity to judge when to use 

initiative and when to seek advice, can all be used with appropriate subject knowledge to generate interest in 

acquiring literacy and numeracy.    
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Single Interest Politics 

A common theme in my suggestions is the need for careful and up-to-date thinking. It is also implicit that the 

thinking has to be focused accurately on the problem at hand. Our objective is improved policy, and policy 

cannot be built on simple slogans. Collective decisionmaking is difficult, principally because people are 

diverse and want different things. Furthermore, policy has to take account of unintended consequences as well 

as the effectiveness with which an intended objective is targeted. These two characteristics imply that even if 

something is generally recognized as a GOOD THING, we cannot be sure that government should seek to 

achieve it. We have to consider how the resources involved could otherwise be used for both those who share 

the belief in the relevant GOOD THING and those who do not, and we have to consider the possible 

undesirable consequences of taking the proposed collective action. This is not an argument for minimal 

government; it is an argument for sound analysis and careful collective action, and it implies that enthusiasm is 

not an adequate basis for government decisions. It also implies that complex concepts have to be 

accommodated; we need to seek simultaneously consistency and change, and deal with many similar tensions. 

 

Unfortunately, our political and policy processes have moved in the direction of seeking compromises among 

interest groups focused on specific objectives. They have come to look more like a children’s lolly-scramble 

with side bargains about how the spoils should be shared, rather than rational and deliberative processes. I 

doubt if this should be addressed by reviewing MMP. What is required, rather, is reconsideration of what kind 

of knowledge should be given credence in what parts of a collective decision-making process. Politicians have 

a democratic mandate to act on behalf of the public in balancing different values; they are not equipped with 

the knowledge needed to formulate acceptable policy packages. 

 

We used to debate at great length the value of changing the electoral system so as to provide for longer gaps 

between elections. In my view, we rightly decided to aim for better policy processes as reflected in such 

measures as the Public Finance Act, State Sector Act and Reserve Bank Act rather than rely on greater security 

of tenure to generate better decisions by politicians. So we should aim for better allocation of respect to 

specific forms of knowledge, rather than tinker with the electoral system. 

 

Conclusion 

Better use of appropriate knowledge is a common theme of this submission. Look for the important lessons 

from CER; aim to preserve what is valuable about providing security as well as material welfare, not the tools 

which happened to be the best available 70 years ago; aim for innovation and do not be diverted to a minor 

element in its generation; use advances in educational thinking not a simple-minded retreat to slogans of the 

past; identify where improvements in policy can best be found. 

 

It is often said that society has become more litigious, and that authority has become more contested. In some 

respects this is right. It is also appropriate where it results from refusing to accept unjustified claims of 

authority, including ill-based claims that knowledge in one area confers authority in another. It is inappropriate 

where it seeks to substitute what is familiar but wrong for up-to-date correct analysis, or in any other way to 

substitute prejudice for knowledge. 

 

Gary Hawke  

 

 

 

 


