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1. Introduction

This seminar draws out a number of key lessons for New Zealand policy from an
examination of comparator countries and regions. These comparators are either
countries who have experienced prolonged poor economig-performance, or ¢éuntries who
have managed to turn around a poor track record. &

I would like to thank Claire Gardiner and Geoff Simens for ext n@eamh and

analytical assistance. &

2. Who to Compare W|tjz>

~

Typical commentary comparing couptry e ence )more policies pursued by

a currently booming economy a d a gues tha&/keb e policy setting needs to be
li

pursued in New Zealand. Oft ysis is and chooses comparators that
have little in common with N @nd \?

An alternative — and erha ore frui oute is to examine the performance of

\

economies which (I| ealand) ne well. These countries can show us
which policies do work, a erience of those countries who have pulled
their socks up hat pr lS are required for policies to be effective.
Ideally the rs shoul

%

| market3|
I%aral to Warkels
%ave a ortant agricultural sector

ddmon. Sre dealing with developed economies, they should have:
@glﬂ ducated populace and

ocratic political system
Qe@ chosen eight comparators. Four have experienced disappointing economic
performance over a prolonged period of time:

@

= Uruguay

Switzerland

Tasmania

Atlantic Provinces of Canada

A word on each of these to make the point:

v In the 1950s, Uruguay was known as the Switzerland of Latin America and had per
capita income similar to that of Denmark or Belgium.
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»  \While still one of the richest countries in the world, Switzerland has the unenviable
record of having the worst growth performance in the OECD since the 1970s and
registering zero per capita growth for the decade of the 1990s

»  Over the 1990s, Tasmania grew at under half the rate of the rest of Australia and
while Australia’s population increased 3.4%, Tas@

nja's declined by0.7%
= Canada's Atlantic Provinces have unemployment &%e;%p to do@};ﬂ anadian
ol

average and have per capita incomes aro/&%‘f\o CanadXSzg le.
Another four have gone through very difficult periods but have ed ;5 become some

u
of the richest economies in the OECD. Th@ %
s Denmark @ @

el

To explain the ec;?? & ‘ormanc

the experience o i ssible.
broad lessons /ogt-o materi @
the broad peint @; made.

Les - Loser San't Be Saved

@@\gﬁ) growt % macro stability. A prolonged period of poor performance with

O\IQQF enue gggn rising social expectations will ultimately undermine the fiscal

p} ion ang/lsé_s o~acro instability. This is the story of Uruguay. Underlying economic
ructural 'I\ﬁ}?lvere papered over largely by increasing the role of the state either

throu <r ployment or by the payment of benefits. “Uruguay is the only office in

the 5@\? as reached the status of a Republic”. As the fiscal burden become too

gr%; E} thorities resorted to the use of the “inflation tax” beginning a prolonged period
&cpnomic stagnation. This is of direct relevance to New Zealand's history in the 1970s
d)1980s.

Currency union is also no panacea. The experience of Tasmania and the Atlantic
Provinces of Canada suggests that the benefits of currency union are not sufficiently great
to support growth. Ironically, in the sample it is countries like Iceland and Denmark who
have stood apart from common currency arrangements that have exhibited better
performance.

Too close-a-union -may-simply-assist-the-outflow-of economic-factors-—Emigration-is-the
scourge of the non-performers. Within the top world economies of Australia and Canada,
the region of Tasmania has suffered a loss of 4,000 since 1996 and Atlantic Canada
6,000. Poot (1995) shows that despite free movement between NZ and Australia, national
horders still matter. Tasmanian emigration to the mainland responds more closely to
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economic opportunity than New Zealand emigration to Australia. Removing national
harriers could simply speed factor exodus.

A good dollop of fiscal transfers will disappear without trace. Some argue Irish success
came in part from EU transfers (3.8% of GDP between 1989-93). Except that our friends
Tasmania and the Atlantic provinces show just how ective even ma sive fiscal
transfers can be. In both cases federal transfers B\ er 10% ovincial
GDPs, and at one stage over a third of Atlanttc DP repr s.r transfers.
Some argue that such transfers have hindered r& elped: %

= High benefit payments raised wa above’ equilibri leading to persistent

unemployment

= A higher wage structure led to l@estment labour productivity
e

= Subsidies for creating woﬂZ\ Illtle |n of innovation and productivity
improvements
»  Subsidies to the t{s\t ector le I ishlng and the destruction of the
industry (cf Icel ﬁds essful nt of fish)
Industry policy S rt eem to ck. Much of the fiscal transfers have been
used to fund infra ;& are, but th s)npt seem to have stimulated growth. Tasmania
and the Atlant s hav s ffer inducements to large firms but have found
that firms t epared t c re also prepared to leave. For example, between
1990-9 c Cana as a net reduction in firms employing more than 5
peopl@ Canada h loped a world leading IT infrastructure across the region
19 nd this yet to’show discernable benefits. And of course, when you are

?( indust y/Burself it can get expensive. Ireland spent a cumulative total
5 billion I‘Rgr s to industry over the 1980s. In short, encouraging businesses
O e to yo can be very expensive, and the hard part is getting them to stay.

ower c<\ th res are not enough either. Both Atlantic Canada and Tasmania have

under competitiveness studies comparing themselves to US states and the rest
of Q\/? On most dimensions of cost (wages, regulations, taxes, land prices) our
Io on mies were more cost competitive than the comparators.

the experience of countries like Uruguay and entities like Tasmania and Atlantic
Canada tell us that once you are gifted the “loser economy” tag, there is no single policy
(or even groups of policies) that can easily reverse this decline. This includes policy
settings whose costs are infeasible for are small sovereign state. It also suggests to
beware the snake oil merchants who promise prosperity on the basis of this or that policy
change. A raft of major initiatives in these economies has had little lasting effect.

@

On the other hand, the experience of countries like Iceland and Ireland that have every
right to be in the loser camp suggests that sustained poor performance is not inevitable
and is subject to change. This suggests that the path of economic growth is much more
complex than many believe.
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Lesson 2: Don’t Just Blame Size and Distance

There is no question that New Zealand's small size and its remoteness from markets has
not helped its economic performance. But | think there is a lot more to explaining our poor
performance that this. In the 1990s, the EU countries th did the best wer |ther small
(Netherlands), peripheral (Spain) or both (Finland, Irela

First, | think we need to be clear on what we mean %\ erms Eve nce” is not
at all clear. On the one hand it may be some kl?(\n asure bu(%‘?a mportant are
concepts of social distance. Just like Irish-America ave chosen t est in Ireland, it
is no surprise that the UK continues to be @%r more im é(hn rading partners. The
point is that although kilometres may be clgarlyagainst us, oth \\‘gn epts of distance (an
English-speaking, immigrant communit@eliorate the % S.

% |gn|f|canl/P ot explain the rather good

Even if pure physical distancei&
performance of not only Iceland~but~also of & Singapore and Japan. And
proximity also has its own @ne of the ex I for decades of poor Irish growth
h
R

was that it was too close t with |ts£e&E tivity record. Similarly, not too long
a mist k e this would mean locking us into the
basket-case econom y tralia.

ago it was argued that C
In terms of size o be cl a@ what we mean. | can see three at least three
concepts of s{r %

offirms

jze of cluster%llar firms
e size O Mtlc market.
%

4

a not pe y small firm size. There are notable examples of successful
ggonomies i numbers of very small firms, Italy being the best example. Indeed,
leand Fi t the lack of small firms and its excessive dependence on a small
numbgr e\r firms.

{%o ably is something in the cluster concept. Clusters are evident in Ireland and
@ while in Denmark there are important clusters of furniture and radio

unications. Clusters seem to enable groups of firms to overcome any scale
problems that they may face in their industry (e.g. difficulties in exporting or engaging in
R&D). But it is not all one-way traffic here: it has been argued that spatial concentration in
Scandinavian countries has led to upward pressures on wage structures. The Swiss have

argued that one of the benefits of a more spatially diversifies economy is less opportunity
for lobbying activity.

The size of market is clearly important. A small country is unlikely to get rich selling lamb
shanks to itself. But market size is only a constraint to the extent that physical (and
psychological) borders are important. This is just another way of saying that you are
either on the international bus or off it. I'll come back to this is a minute.
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But first, let me deal with the obvious things. Every growth study | have ever seen talks
about the importance of human capital and of technology. Perhaps this is what links New
Zealand to the losers.

Lesson 3: We Spend A Lot On Edugation and&
Training But Do We Get Results%{ ('
The international literature on growth routinely p@éﬂ?ﬁmpoda@uman capital.

There is a clear gap between the rich and poor ¢ tq s g ploneered free,

universal education in Latin America and t@ intains liter; e near 100%, it has
been unable to continue to finance educa?} I'enhancement !ébr example, only 80% of
secondary age children attend school O

The good news for New Zealan basic edu ln lcators suggest that we are
doing relatively well. Public e Q{of edu Q,GDP is higher here than in all
comparator countries except In ter cational attainment we out-perform
countries like Finland and(lr\ d) Other at d entry rates into tertiary education

and job-related trainin Zeala 1 orld leader.
However, there d p;r to be arked bi-polar distribution in New Zealand
compared to o efeotintpies. For data on document literacy shows a substantial
of New Zeala é? ormmg vel above Ireland but well below countries like
Finland an nrark (and the 'b\/nd Swiss are not too far ahead of us).
Moreo , y data sh ome disquiet as to whether the education system meets
e eeds.of'a com titi ve ecehomy. The Swiss, Finns, Icelanders, Danes and Irish all
t eAop 11 survey, while New Zealand languishes at 27. On a more
baS|s i@; s that engineers represented around 6% of New Zealand

ates Co <|ke Switzerland and Denmark at least double this proportion, while
n and qu

In sh gregate data around education and training could lead to a relatively
2 e Yiew around human capital. However at a more disaggregated levels there are
Qbr ing questions about how effective the education system is at bringing the
pulation into the fold and whether the structure of the education system is
ff\: ntly directed to growth-oriented activities.

ﬂ

Lesson 4: Technology-Driven Productivity Growth
Went Out With The Tech Bubble

The other standard wisdom on growth is that technology matters. In a reverse of our
education-and-training- record,-New-Zealand's-performance-looks-horrible-overall,-but
masks some quite good stories.

Let's get the horror stories out of the way. Spending on R&D is low compared to other
OECD countries and low compared to Iceland, Denmark, Ireland and especially Finland.
An interesting fact: Nokia in Finland spends over twice as much on R&D as all of New
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Zealand put together. The most striking thing about New Zealand is how little R&D occurs
in the private sector — business R&D is about one-fifth of the OECD average. The flip side
of this is that New Zealand has an extraordinarily high proportion of government financed
R&D, with around two-thirds of all R&D being undertaken by the government or
universities. In short, you have a private sector that_doesn’t do any R&D and a
government sector that thinks the best way to help is toéﬁ | the R&D n\t@ hardly
surprising that New Zealand ranked 24" in transferrl ogy be ersities
and companies, compared to Finland ranking 1?2% Iceland 1 @

The New Zealand data looks pretty bleak at first/bl ut the situa % much brighter

Ihdi

about the use of technology. Here New e and compare: icators such as

computer power per capita, internet con ns:taer capi ~th>low cost of internet
access, New Zealand is near the top . ’typlca countries like Iceland,
Denmark and Finland, but well ahe d (and eck with the Swiss).
terms of readiness to make use {p ic comm Zealand is in the top bunch
with regard to the number of secu rs peri h

While there is no doubt th e\a asmste a@nd Denmark to do well, this is not
a prerequisite for success ere’ are goo why small countries will not he R&D

intensive: %
= Technolo/g/} 7an R&D 1r(\eW}s strategy may back the wrong horse

" R&D is've stly sot

estlc |

oIo E1(c§lover are likely to benefit other countries as much as residents.
‘QS’

the largest firms will be able to undertake it

u@ar et will constrain the amount of R&D undertaken

Iand do ear to undertake much R&D, but seems to adopt technology

Q uickly and be I ced to use it for business growth. In this sense, the New Zealand
erienc s ore like that of lceland whose R&D efforts are necessarily modest,
but who e f echnology is well up with the top of the world. In other words, while

re are other successful paths as well. But like anything, technology is no

e Canadian Atlantic Provinces are about as “wired” as anyone and this seems

< \a\ had little result. And the Swiss score just as well or better on technology
Qj

unde\ earch and providing new products can be important for some countries’

ors as the most successful economies, but don't seem to have turned this into
growth.

In sum, New Zealand rates poorly on probably the most important indicator — business
related R&D. However, the links between R&D and economic success are not clear —
R&D hasn't helped the Swiss while Iceland has prospered without it.
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Lesson 5: You Are Either On The Internationalisation
Bus Or Plugging Through the Mud

There may be elements of human capital and technology that are linked to economic
success, but these alone do not seem to explain Ne ealand's malaise, Is there
anything more robust that comes out of mternahona& w

One factor that does seem to separate winners % is inte ratggﬁa the global
economy. Crude measures of openness suc to GDP ra%ﬁb point to the

better performers being more open. Uruguay _has a-strategic @%’ South America
and yet exports only 19% of GDP; at lhe H@r reme is Iréland

ich exports around

88% of GDP. In particular, it is the r wth of m } er past decades that
seems to be associated with growth.- hardly sur % iven the fact that world
exports have grown at over twnce th/“r of glob ince WW Il. Countries like
Finland, Ireland and Denmark sed the Z;;%f xports in their economies by

10% or more since 1970.

New Zealand's export perf has be@% hile we have increased our export

share by around 9 percéntage points h}@ we export only around 32% of GDP
which is low for a f\a conomy. But a bit of care is required in
making too sweeging judgements. ile'New Zealand appears to be a (negative) outlier

in terms of th ¢
economy, | port to GDP ratio is around New Zealand's level and
has actually. fallen-in recent deea

i ely poor performance may reflect underlying economic

fa f\rs\s/u as term®.of trade shifts. But both Iceland and Finland have experienced

@%}d\} rms of trade ks yet this does not seem to have caused them sustained
Q ic stang

Eobably m% ant is the role of the real exchange rate. One of the striking things

about lg e economic history of Denmark, Iceland, Finland and Ireland is just how
non vgl real exchange rate has been over long periods of time and how this has
COI’IOIT'IIC growth. While there have been fluctuations in this measure, the

gl lity and the magnitude of the cycles has been markedly greater in New Zealand
d to these countries. For example, from 1984 the Irish real exchange rate moved
% point band, while the equivalent New Zealand figure was 36%. | see this as one

of the key reasons why our export performance has heen relatively weak compared to
more successful economies. While more extreme than in New Zealand, the experience of
Uruguay and the Southern Cone countries shows that an upward appreciation of the real
exchange rate can undermine a reform programme and prevent a country from getting out
of a low growth trap. On the other hand, Denmark is a case where a real exchange rate

adjustment was effective in allowing it to undertake a very major fiscal contraction without
aloss inoutput.

Internationalisation is not just ahout trade. More important are the attitudes that underlie
the economic statistics. It can be a long haul before positive attitudes toward globalisation
are translated into economic success. For example, Ireland adopted an externally
focussed strategy in 1958 emphasising the importance of trade liberalisation and FDI.
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Getting a handle on this sort of information is difficult. While it is important to take survey
data of the International Competitiveness Survey of 49 countries with a grain of salt, this
data does suggest that New Zealanders feel threatened (rather than empowered) by
globalisation. Comparing NZ with Denmark, Finland, Iceland and Ireland:

s NZ saw globalisation as a threat (31); comparat re all in the top tén as being
not a threat é%
rato

»  NZ saw threat of the brain drain (46); co /%s) e in the b]:x iﬂbram drain

not being a threat (except Denmark at 2

s NZ saw the threat of relocation of pfodugtia ); com"a to j saw no threat at all
(except Ireland at 28)

s NZ saw a threat of R&D befng ted (43); \n rdtors are in the top ten of
non-threat.

Such surveys need to be tre \t care —r ary through time and through the
economic cycle. But wha@ ris that - nd is hardly at the cutting edge of
Ilsatlo may well influence our longer run

seeing the advantag
performance. Thes {:}ws were ec o“d ran Wilde in last week's Dominion — she
feels New Zeala @? to lea ﬁ/rtance of internationalising the economy.

Also of intere Sw;tze o g period of poor economic performance is

reflected in t rveys @he Swiss are certainly not as negative as New

Zealand S, e of th tegories do they score on the top 10.

In su gree to w mall economy grasps internationalisation will largely
nts ate of g We end to think of ourselves as open, but raw export data as

t at our rate of growth has lagged others. | would hope that
monetary framework may resolve the real exchange rate issue, but |
S|m|st:c about New Zealander’s attitudes to the world.

8 ore attlt a ed material questions this. Combined with a variable real
lga/\ge rate ia i couraged the movement of resources to the tradable sector, it

,Lég@o- 6: Social Consensus Matters

@iaﬂ lesson that does appear to come out of the countries examined is that social
consensus matters. By social consensus, | do not mean agreement on all matters.
Rather | mean the existence of mechanisms that allow social choices to be made without
tearing apart the fabric of the society. Equally important is the ability of a country to be
able to make painful choices when required.

In principle, this is one of the merits of being a small country — social choices are easier to
make as:

v Coordination is easier in a small population

» The population is more likely to be homogeneous, have a shared identity and
develop trust relationships.
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But small countries can also find it difficult to reach consensus on a vision for the country.
The clearest example is Uruguay. As vested interests became entrenched, it proved
impossible to undertake policy changes that were required as a result of a weak economy.
Eventually, this led to the Parliament becoming ineffective, competing social claims
spilling over into near civil war and a takeover by the mililaz>

While extreme, the underlying tensions do appear to b {ese in othw%'forming

economies. For example, my observation of T of a ve social split

asma
between the traditional resource-based d mﬁ Iobby/\and? e ‘“green’
is

conservationists. | gather that the situation is 51 tlantic Cana hard to see
how these jurisdictions can really undertake ar\ achlng strate cnsions that will
provide an underpinning for sustained gr e same e Swutzerland This
country has been rich for so long t é&:re maj ents to a change in
approach, despite the increasingly act tha has moved on without

Switzerland. | cannot help but )/hether t “ somal fractures from hoth
Tasmania and Switzerland a?%re/sent in

EW Iand From Jas McKenzie's
presentation last week, it is w not have this consensus in the
ickly adjust to the shacks of the time.

New Z
could n @
On the other hand, t éﬁ omies that hay %d themselves out of the loser category
uniformly have ve n omal co Quite a bit of caution is required here — if

1970’s and 1980’s, which

only because “winn candlnawan long famous for their inclusive
economies. what is sU the degree to which these countries have a
The su Ireland is in no small part due to the fact that by the

ery widgspread agreement on the need to promote economic growth
eans (F l\% he EU) to get there. Similarly, Iceland has heen very
rt

ive in T the ant of cod (and a couple of other things with fins) to the
%anagl zg\ﬁq,?urce and sharing both the gains and losses of volatile prices
q,? ut the econemy>-And those pragmatic Finns have a course for new politicians on
¢ econdmic pohc Ip forge a shared view on economic issues.

qually m ssv is the ability of these economies to respond to crisis without
undermipi e bhasic social vision. In the early 1980s, Denmark pulled off the
feat of undertaking a fiscal contraction of 12% of GDP in four years without a
tl nal output. Finland experienced the greatest recession experienced by an
ountry since at least the Great Depression (a loss of 13% of GDP in the early

), yet became the success story of the late 1990s.

One possible part of the reason for this success in these countries is various forms of
social protection resulting in strong income equality. For example, while Finland's output
fell 13%, household incomes fell only 7.5% allowing the severity of the shock to be
absorbed. While the data is fraught with problems, in terms of income distribution New
Zealand looks much more like the US or a number of Latin American countries rather than
other OECD nations. This may be part of the reason that New Zealand finds it difficult to
make painful adjustments as the cost of those adjustments are met less evenly than in
other OECD countries.

Of the countries studied, the importance of social consensus does appear to be the
strongest lesson. Of course, there may well be a causation problem: high performance
countries are likely to have high levels of consensus. But these countries appear to have
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maintained consensus when things were going bad. The ability of some of theses
countries to weather quite extreme shocks and rapidly regain the path to income growth,
combined with the steadfast approach of the Irish pursuing the same goals for decades
does suggest to me that there are real advantages in having a uniform vision for the
country's development.

Lesson 7: Are Individual Interveﬁ%}afe@e}?

Well, noone will be surprised to know that the nt experience r aI doesn’t isolate

interventions that uniformly seem to work. ere is a Iesson here;.it swnply that some
interventions seem to work well in some 9 stances; in of e@ mstances the same
interventions are a disaster. Here are &f ndidates: Q

The Size of Governmen @t Matt

Denmark and Finland have ious dlst ng with Sweden) as having the
largest government sectoré\l world, ( ell over 50% of GDP; Finland just
under). On the other a d has er ratio of government spending and

still appears to do w New Zea aria witzerland have similar ratios and have
performed poorly) wh t’“\t p ant is the quality of that expenditure. So
jurisdictions w tg%ﬁhdgets and Atlantic Canada) can do badly, as can
countries W|th diture r guay)

Centr n lsn

sh n |cetand\d\ ave aken very hands-on approaches to economic development
o have t

¢ hsatlon l }h abour market can be rather successful. Iceland has the highest rate
° unionisa h OECD: Finland and Denmark are not far behind. It is not the
structure our market that is important, but how effective that labour market is in
adjusti s economic shocks. Denmark achieved its fiscal adjustment as part of an
:ﬁgeéwnh unions and employers. Ireland held its real wages down by negotiating a

e of National Recovery” that provided tax reductions for wage limits. On the

nd it was the inability of Uruguay's highly regulated labour market to effect

sary real wage reductions that began the prolonged economic crisis. Similar claims
could also be made about New Zealand's problems in the 1970’s and 80's.

FDI Can Help

The Irish experience with FDI does appear to have been very successful. FDI in Ireland
has been highly productive and resulted in a 40% fall in unit labour costs 1980-85. But
‘promoting FDI can be very expensive, and is a highly competitive market to enter. Ireland
spent 3% of GDP 1983-86 promoting industrial development, around one-gighth of all
industry value added. And Tasmania and Atlantic Canada's experience should tell you
that there is no panacea here. Getting FDI is tough, keeping it is harder.
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Public Infrastructure Investment Can Be a Waste of Money

Irish public investment was around 30% of GDP over the 1970s and was consistently
higher than in the UK and Europe, yet seemed to generate no gains. Since that time,
public investment has halved. Around the time public mvestment halved in the late 1980s,
Ireland began to boom. The story here is about the qual fpubllc investnyent — much of
Irish investment was in the transport sector used to provi e r’\nts to logs=rhakiny air, rail
and sea carriers. Ireland as a result had the lowes ou rn perd Iﬁa\ﬁ ested than
any country in Europe.

Is There Anything To Bemd? %
So what are the main points comnn@%@mg at aQ@[osers for New Zealand?

| think there are five areas:

The main themes in the gr%t
While it is easy to fault bo

in-broad terms we are in th We a

and our generation of technology,
well above countries like Uruguay

lﬁe ture are@\fﬁ ingle “key” for New Zealand.
i
i

that are well behin sb‘n the dev @% ace. There are certainly areas for
improvement - n t b \ ssisting th st/disadvantaged in education and making
education more o busingss. these are unlikely to be the sole policy
initiatives that \{ﬁ? onto a 5§> h path.

rowth. The experiences of Finland, Denmark and

There is.n ‘Q}le ath to s %e 2 i i i
Irelan here is no/§ ormula to get rich. The Irish path is rather dirigiste with

Vefnent in mdust ssistance. The Finns have emphasised technology and
<We sta portmg research. The Danes have chosen a path that

quite adi onomlc policy framework with high levels of social protection.
@—\m mpod?\ ese paths (especially Ireland’'s) have been tried in places like
E?s ania a Canada and have largely failed. This suggests to me that it is not
e pollc eé@elves but a lot about the structure of the economy and the social
attitud atter. If policies are important, subtler tools seem to be the key, such

ast n of education and research policies with the private sector.

ions that can help this adjustment, such as the ability for the real exchange rate to

the ability to adjust real wages and the ability to compensate losers for economic
dislocation. These institutions may be quite different in differing contexts — it they may be
highly rigid or very deregulated labour markets. But they must have the capability to react
and adapt to economic shocks as they arise. More important is the willingness of society
to use those institutions to undertake change. There is no point having a labour market
capable of transmitting shocks if participants refuse to allow the shocks to flow thorough.
This underlines the importance of social consensus and a shared vision.

ghu} ity of the economy to adapt to shocks is critical. The economy needs
sty

In a world of mobile factors of production, it will be the non-mobile factors that become
important for maintaining growth. Falling transport and communication costs mean that
access to most factors of production will have increasingly less impact on growth. It will
he access to non-mobile factors that will provide competitive advantage. The non-mobile
factors are labour (at least to an extent) and social institutions. Institutions such as trust
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cannot be copied or transported and so it is the quality of these underlying institutions that
will dictate New Zealand's growth path. While it is harder for policy to impact on these
institutions, policy can have a role in increasing the quality of labour. In this sense, some
of New Zealand's weaknesses in education and technology will be warth addressing.

= How do you make your education system “mor@ sponsive” to ate sector
needs? \2& 5
= How do you encourage business re!atedZ&i%~ §D
Going forward, | see three policy areas as being paramount fo %‘JQ a higher rate of

g
rowth: %
9 e/g Vo
= Sound and stable macro polici \@ 0 easy @ust how important these
are. As a country, we are s{(% his ga %‘M rms of a less volatile real
exchange rate we may @ yet.

s A shared social visio% o-New Zeala §f re. | do not believe that we are
clear as a country ﬁéth
po

}want grc&rivt 3 hat we are prepared to sacrifice to
getit. This require itical lead ell as policy advice.

rshi
et 78
v  Greater in e@a Q@‘sa“or}q this"as mainly involving attitudinal changes in

New Zealgnd aé»ard seg @ orld less as a threat and more as the only
realisti hat we sing incomes. In practice, this will mean greater
co t or trade a/\re ts and perhaps greater assistance to exporters.
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