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Economic gravity is shifting
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Economic gravity is shifting



New Zealand’s positioning

• New Zealand close to the world’s most dynamic 
region

• No more ‘tyranny of distance’ – it is ‘blessing of 
proximity’

• But being close to the action is not our only 
advantage



New Zealand’s positioning

Legatum Prosperity Index 2016 (149 countries)



New Zealand’s positioning

United Nations Human Development Index 2015
(188 countries)



New Zealand’s positioning

Fraser Institute’s Economic Freedom of the World
Index 2016 (159 countries)



New Zealand’s positioning

World Bank Doing Business Index (190 countries)



New Zealand’s advantages

• Favourable geography
• Stable political and economic institutions
• Good growth performance
• Young population
• Low unemployment
• Low public debt
• Free trade policy
• Points-based immigration system



Free trading New Zealand

Free Trade Agreements in force with 16 WTO members



Free trading New Zealand
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Weighted mean tariff, 2015 or 2014, lowest 53 countries. NZ is 19=



Free trading New Zealand

• Import licensing regime
abolished in 1992

• Tariffs reduced across the board
and now among the lowest in 
the world

• Government and opposition
equally committed to free trade



Free trading New Zealand



Free trading New Zealand



Attractive New Zealand

Permanent long-term arrivals and departures



Permanent long-term arrivals by country of residence (origin)

Attractive New Zealand



Immigration points system (excerpt)



Integrating newcomers

Intergenerational education mobility of 25- to 44-year-olds (2012 and 2015)



Integrating newcomers



Agricultural 
subsidies





“The more alfalfa he did not grow, the 
more money the government gave him, 
and he spent every penny he didn’t earn 
on new land to increase the amount of 

alfalfa he did not produce.”



• €59 billion annual budget for Common 
Agriculture Policy

• Approx. £3 billion annually to British agriculture

• 45% of British farmers’ incomes from subsidies 
in 2014

• 80% of the subsidies to 20% of the farmers

The Common Agricultural Policy







History of agricultural subsidies in New Zealand

1960 1965 1970 1975 1980 1985 1990 1995 2000
Farm subsidies







What 
now?



• Sheep meat and wool prices fell 
dramatically

• Farm incomes fell dramatically

• Farm prices fell 50%-60%

• But very few farm failures

Short term impacts
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“

“Farmers in many countries are facing radical change. They are 
confronted with the reduction or elimination of government 
subsidies. Farmers and their supporters fear for those who work 
on their land, their families and the communities in which they 
live.
…
Yet, the truth is otherwise. For family farming, there is a life after 
subsidies. Indeed, life after subsidies is better than farming that is 
dependent on government handouts.”

Life after subsidies – 20 years on



14.20%

Agriculture's share of NZ GDP

Agriculture as % of NZ’s GDP – 1986/1987



Agriculture as % of NZ’s GDP – 2005     

20.00%

Agriculture's share of NZ GDP



Multifactor Productivity Growth Rates
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Productivity gains on the farm

1990-91 2004-05

Lambing percentage 101.6 123.2 Av.

Lamb weight (kgs) 14.35 17.14

Lambs sold kgs/ewe 9.76 15.80

Wool kg/head 5.28 5.78

Av. steer weight (kgs) 297 318

Milk solids per cow (kg) 260 322

*Source: Meat & Wool New Zealand



• 50% drop in use of fertilisers
• Improvements in water quality
• 50% reduction in pesticides
• Reduction in soil erosion

Environmental benefits



Producer support estimates as % of gross farm incomes





New Zealand’s Federated Farmers

“The long-term damage to agriculture in New Zealand from subsidies was 
significant. The subsidies restricted innovation, diversification and 
productivity by corrupting market signals and new ideas. This led to wasteful 
use of resources, with consequently negative impact upon the environment. 
…
The removal of subsidies in New Zealand has given birth to a vibrant, 
diversified, and sustainable rural economy. Farmers in New Zealand are 
proud of their independence and are determined never again to be 
dependent on government subsidies.”



Fisheries
Management



New Zealand’s EEZ



Britain’s EEZ





Common Fisheries Policy

• CFP designed to conserve fish in EU waters

• 30% fished beyond safe biological limits

• 80% fished at levels above MSY

• Global average of 25% and 17% for 
New Zealand



New Zealand’s Quota Management System (1)

• Secure, perpetual Individual Transferrable Quota (ITQ)

• Applied to almost all species fished commercially

• ITQ owners guaranteed proportional share of TAC 

• Helps create stewardship

• Improves allocative efficiency



New Zealand’s Quota Management System (2)

• NO direct subsidies

• Management costs recovered
• Broad prohibition on discards

• But system is no panacea

• Needs supporting regulatory framework



New Zealand’s Quota Management System (3)

• Incentive to “race for catch” largely 
eliminated

• Volumes doubled

• Fisheries in good shape

• 83% of fisheries fished below MSY



Common Fisheries Policy

• Command and control or ITQ property-
rights based?

• Top down regulation easy to game

Britain’s Fisheries Post-Brexit?



Common Fisheries Policy

• Command and control or ITQ property-
rights based?

• Top down regulation easy to game

Britain’s Fisheries Post-Brexit?

• New Zealand’s experience suggests ITQs 
work

• Facilitates allocative efficiency



Questions
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