
 June 22, 2010     Dr Don Brash Chair 2025 Taskforce secretariat@2025taskforce.govt.nz     Dear Don  Unlike the last submission this one is purely my own take on the issues.    
 
Does the gap matter?  I believe it does because the result is a heavy exodus of working age Kiwis to Australia, more than replaced in the past 20 years by nationals from other country.  This presents major assimilation issues and extra challenges for the education system, but without the immigrants the economy might well be in a downward spiral, unable to afford decent infrastructure etc.    
Explanations for the per capita difference  Given Australia’s natural disadvantages (water constraints, the cost of providing infrastructure for a very large country with a small population), plus the complex and costly federal political system, which are offset to a fair degree by the mineral resources, I cannot find a good enough explanation for the difference, other than cultural factors.     For whatever mix of reasons we have: (1) a rather large proportion of the population that is not preoccupied with increasing its material wealth and happy to be net tax recipients; and (2) a significant group which includes some of (1), that places environmental factors and lifestyle ahead of material wealth.   At the same time both groups want first class education and health systems and would rather their children and grand children lived in New Zealand.  This is the New Zealand contradiction, which presents a major challenge to policy makers.     
The public policy role  While many of our public policies over the past 25 years have been world class, some have not.  The tradable sector has been the victim of the policy imbalance.  It may well be some fine-tuning of monetary policy is justified, provided the inflation goal focus is retained, but real changes are required in other areas.             
The state sector 
 In some respects the public service has gone backwards in the past 15 years.  It has become preoccupied with process issues, often fails to cut to the chase and is very inefficient operationally, and doesn’t appreciate the costs to other parties of the time it 



takes to make key decisions.  This view is shared by many people with whom I meet and also some current and former Ministers.    In theory this is a role for the SSC but that organisations seems to live in a “hermit” zone – a description given to me by a departmental CEO.  The SSC CEO should be engaged with stakeholders who actually deal with departmental officials.  Most of the energy in this Government comes from ministers who have their work cut out getting results.   Changing the public sector so it is more focused, responsive and efficient, will not be achieved quickly but a start would be for the SSC and departmental heads to recognize there is a problem.  There may need to be legislation to reduce the negative effect of the fear of judicial review, which is part of the explanation for mind numbing consultation and other processes designed to head of judicial reviews.            
Research and Development  The reality of research and development is that much of the investment will turn out to be non productive but there is no way of working that out in advance.  Trying to do this creates a whole lot of transaction costs, so it is best to be resigned to the inevitable waste at the outset.  While the official figures suggest NZ is not spending enough money I somehow doubt the reality is that bad.  Different tax policies may explain part of the difference.  We may be a significant importer of R&D done in other countries, which is not a bad thing.  I accept there is a good case for the state to fund some “blue sky” research and to co-fund some applied research.  Development is a role for enterprises.  Recent changes to the arrangements for CRIs will hopefully reduce transactions costs.      
 
What needs to be done?     1. Continued downward pressure on public spending.  2. Tax reforms that extend the direction of the 2010 budget.  3. Intensified efforts to increase the quality of regulation and reduce the quantity.  4. RMA: Change the Resource Management Act so that management is shared with the Ministry of Economic Development, and if that is problematic, shift the Act to the MED.  There is no necessary reason for RMA policy to be driven by Ministry for the Environment.   5. Infrastructure:  Ensure the RMA and other relevant government policy is consistent with New Zealand having cost efficient infrastructure, which is not the case at present.   Just look at the problems getting wind power projects are up. 
 6. Export sector:  Critique all economic, environmental and social policies to determine whether they are consistent with a thriving export sector.  This has been the major policy failure of the past 25 years, which shows up in the current account deficit.      7. Tertiary Education and Training:  Create a Ministry of Tertiary Education and Training to take over these functions currently handled by the Tertiary 



Education Commission, the New Zealand Qualifications Authority and the Ministry of Education.      a. The current arrangements are inefficient and ineffective.  What each state organisation does impacts on the other but they are not capable of working seamlessly with each other.  Current funding arrangements for tertiary education organisations are unduly complex and continue to produce perverse outcomes which the taxpayer funds.  The qualification proliferation, which has occurred at tertiary level over the past 15 years, is but one indicator of serious policy failure, that is now belatedly being addressed.      b. The new entity would be required to: (1) Create policies that are aimed helping to increase productivity in the tertiary education and training sector by 10 - 20%;  (2) Demonstrate significantly higher levels of student and employer satisfaction with graduates from the tertiary sector; (3) and, revise the NZQA website to show clearly: what courses and qualifications are offered in NZ and which institutions provide these courses/qualifications, with links to each institution.    8. School performance:  Collect relevant data and publish tables, as with health, so that parents and children can assess performance.  Having gathered such data there is no need to be shy about it – the public is entitled to know.  Such data would include decile ratings and other information about individual schools to make comparisons meaningful.    To ease concerns it should be road tested first with teachers and school trustee boards, to permit any fine tuning necessary before full public release.     The above would I believe go some way to creating a better environment for the export sector and improve the quality of education at school and tertiary levels.  I am happy for this submission to be made available on the Taskforce website.       Yours sincerely     
 
 
Barrie Saunders   Tel: 04 914 1753 021 449 469  barrie@sul.co.nz 


