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Exciting times???

EDITORIAL

There seems to be recurring themes in AI, namely: what is the role of economics in policy debate, and are we doing it well enough? As the policy environment changes for numerous reasons, the answer to the first question is fluid. As for the second question, there is always scope for improvement in what we do. Nevertheless, these are not trivial issues. It may be that we live in “exciting times”, to borrow an expression from an old Chinese curse.

One way to keep abreast of new developments and ideas is through international visitors. To maximise the benefits from such visits, the NZAE would appreciate early notification. If you have anything planned, could you please inform Val Browning, the NZAE Secretary-Manager. Contact details are below, on p.16.

One additional request – thanks to generous contributors, Val now has an almost complete collection of past issues of NZ Economic Papers. All that remain are issues 2.1 and 4.2. If anyone can help with these two, please contact her. Thanks.

Finally, it is with sadness that we note the passing of Terence Gorman, fondly remembered by those of us who had the good fortune to study under him. He was described in the Irish Times as the greatest Irish economist of his generation. His influence on economics has been felt worldwide.

by Stuart Birks and Gary Buurman, Massey University
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A Career at the Treasury
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Do you enjoy working on economic and financial policy issues that can make a difference to New Zealanders’ living standards?  Do you want to develop your financial and economic skills in a stimulating policy environment?

If you have a postgraduate finance or economics degree, and you want a challenging job that fully utilises your training, consider your career options at Treasury.  We have opportunities for economic and financial professionals, in research and applied policy. 

For further information, including some of our current vacancies, check our website at www.treasury.govt.nz. Otherwise please contact our Human Resources and Recruitment Advisor by email: human.resources@treasury.govt.nz for further information on current or potential opportunities, or for general enquiries.

The Treasury values and respects its employees, and welcomes applications from people regardless of gender, ethnicity, age or disability.

Resources on the web
Economics Departments, Institutes and Research Centers in the World (EDIRC)

Currently 6749 institutions in 214 countries and territories are listed at:
http://edirc.repec.org/
Also, the largest bibliographic database dedicated to Economics and available on the Internet, with over 180,000 items of research can be browsed or searched, and over 90,000 can be downloaded in full text: http://ideas.repec.org/
We invite members to submit a brief article on any issue of interest to NZAE members, and/or comments and suggestions. Enquiries and contributed articles should be sent to Stuart Birks and Gary Buurman [K.S.Birks@massey.ac.nz]. Views and opinions expressed in these articles are those of the authors, and do not represent the views of the New Zealand Association of Economists.

Is economics redundant? by Stuart Birks (k.s.birks@massey.ac.nz)
In this issue of Asymmetric Information, Robin Johnson reports on the Public Policy Network Conference held this January. He refers to a paper by Claudia Scott, reporting a survey of departmental heads and focus groups. She describes a trend away from a Westminster-style partnership between politicians and bureaucrats and towards political domination. The former position has been spelled out by Mark Prebble, as reported in the Sunday Star-Times of 15 July 2001, (“Rage of the self-effacing grey chameleon”): “Public servants [must] give frank and fearless advice. ‘It is not our job to say what the minister wants to hear. It is our job to say what we think the minister needs to hear,’ he told a seminar last year.” Scott suggests that this view no longer prevails. At the same time there has also been increasing weight given to reports and other inputs produced elsewhere, without close scrutiny. Overall, this may mean that policy formulation has become more partisan, and driven by advocacy research rather than having a foundation of critical analysis and debate.

If this is the environment, it is legitimate to ask what role economic analysis now plays in policymaking and public debate.

Here are some quotes from Claudia Scott’s paper:

On the 1990s: 
"there was...less credence given to data and more to sentiment and political considerations".

"In some areas of policy, activity levels and process are valued more than results."

"There appear to be some strains in terms of the 'free and frank advice' tradition...demoralisation of the public service, arising from the loss of influence and trust, and also public undermining by Ministers."

"At most, public servants were expected to implement policies without delay and those who questioned the policy itself were regarded as thwarting the government's policy agenda."

Views of current and past central agency employees:

"...fewer 'deep thinkers' in the system, and also fewer advisers with strong analytical skills."

"...our political leadership has become more populist and driven by a requirement for instant media response."

"Lobby/interest groups have growing expectations and are using more sophisticated approaches, often offering opinions but undertaking little or no analysis."

"The shift from an economic to a social policy agenda has led to public expectations for policy processes that are more participatory and inclusive, leaving less scope for the public servant to drive the policy design agenda and to play the role of 'objective technician'."

"Would moves to reduce the policy analytic component of policy advice result in advice that would be more successful in meeting the needs of Ministers, and expectations of the public for greater participation in policy developments and processes and fostering?"

"...more difficult for government agencies to use resources to build medium-term capability and to research and analyse issues which have yet to appear."

To summarise, there are moves away from research-based advice, longer-term analyses, and fostering of expertise. We can therefore expect limited analysis, poor debate, and, as a result, poor policies and unexpected outcomes when policies are implemented.

For economic analysis to make a constructive contribution, it needs to be of a high standard and to have an impact. If Claudia Scott’s description is correct, it is under threat in both these respects.

Other evidence

The Knowledge Wave Conference

It is not clear how much knowledge can be found in the wave.

The conference web site is at: http://www.knowledgewave.org.nz. There you can access a two page overview on growth, and a four page discussion paper on the same topic. The paper contains a common example of flawed reasoning. New Zealand’s foreign liabilities are said to “have been accumulated as a result of over 30 years of large current account deficits” (p.3). We are expected to believe that financial inflows occur as a result of people, here and overseas, attempting to fund current account expenditure. These people are more likely to have other objectives. One such objective is viewed favourably on p.4, where FDI is suggested as a policy to lift economic performance. Might some of our past current account deficits have arisen as a result of capital inflows in response to real or financial investment opportunities in New Zealand? In any event, high levels of FDI would have implications for current account balances.

The web site includes “ideas and actions from delegates”. They can be found at:

http://www.knowledgewave.org.nz/index.php?fpg=recommendations
Rather than knowledge, they seem more like brainstorming. Details are skimpy, to say the least. Suggestions include:

· Develop deeper and broader networks and cultural / trade relationships with China.

· If New Zealand cannot afford to keep [students] in monetary terms then it must engender a passion for New Zealand in these people so they remain to feed their passion.
· Expand New Zealand's sustainable aquaculture production creating new jobs, increased exports and growth.

· An NGO of innovators putting intellectuals and private sector together idea by idea.

· To carry out commercial work for Europe while it sleeps. Our law firms, accounting firms should be carrying out work on behalf of European (English) firms. We are awake while they are asleep.

There may be value in these and other suggestions, but they are not part of a “knowledge wave”. The forum is subtitled “the leadership forum”. Does leadership operate independently of a research base, advisors, consultation, analysis, monitoring and evaluation? Is this how a syndicate could win the America’s Cup?

The UNICEF report [Blaiklock AJ, Kiro CA, Melgrave M, Low W, Davenport E, and Hassell IB (2002) When the invisible hand rocks the cradle: New Zealand children in a time of change Innocenti Working Paper No.93, UNICEF] According to the abstract, “This paper investigates the impact of economic and social reforms in New Zealand since the mid-1980s on the well-being of children”. The general conclusion appears to be that children are, in many respects, worse off than previously, and so the “market driven reforms” have harmed children. Their reasoning for this is tenuous. On page 3 they even acknowledge difficulties such as lack of knowledge of what would have happened without the reforms, problems identifying the effects of specific changes, and going beyond trends to identify cause and effect. What then follows in the report is essentially descriptive, with little acknowledgement of data limitations. Here are a few problems:

Ethnicity, household data

While they recognize problems in the specification of ethnicity, these are overlooked when they say that 14% of New Zealanders identify themselves as Maori, and 24% of those under 18 are Maori (p.4). This may simply be a result of their specification criteria. 

Similar and equally significant problems are ignored with household data, the definition of family and interpretation of data on families. For example, on page 22 they refer to children living in low income households, as if they all live in only one household, and only benefit from the income of that household. They then treat as synonymous one-parent families and one-parent households. They disregard the possibility that such situations, even if correctly identified, may be transitional. Moreover, aggregation problems, as highlighted by Simon Chapple in relation to ethnicity, may also apply to household types. Are all “one-parent” situations homogeneous, or do circumstances differ according to age of parent, previous marital status, age at birth of child, etc.? 

Other determining factors

Some of the results presented in the report are inevitable results of behaviour which may be unrelated to the reforms. Hence if a two parent family splits into two households with no change in total income, there is an automatic fall in equivalent living standards by the Jensen scale. We could also question not only the basis of the scale, but also the income measures which count inter-household transfers as income for both households and ignore lump-sum transfers made in lieu of income.

The Community Discussion Paper for the 2003 Knowledge Wave Conference states that almost one third of families with dependent children have sole parents, up from 14% in 1981.
 Should this change be blamed on the reforms? 

Housing costs

The report says, “In 1988 one in eight households spent more than 30 per cent of their income on housing costs. This increased to one in four households by 1998” (pp.27-8). Not only should the influence of changing household structures be considered, but also changes in methods of housing assistance. These latter could affect the figures even if there were no underlying welfare implications. A change from subsidized rents to the accommodation supplement would result in increases in both costs and income, and an associated increase in the share of income spent on housing. 

Omissions

It is surprising that so little is said about the costs and benefits of family breakdown and the prevalence of sole custody to mothers, despite the claimed damaging effects of poor housing for children (p.29), and the increased likelihood that children would be living in rental accommodation (p.30). Nor is there mention of the possibility that housing is a poorer investment in a low-inflation environment.

While the general tenor of the report is the need to address issues of low incomes, other options could be to consider causal factors, and whether existing policies besides the economic reforms may themselves have an influence. While Muriel Newman and John Tamihere speak out on such issues, these questions do not appear to be a focus of prevailing research. Perhaps this is an example of public debate being a substitute for policy analysis. Surely these factors would be important in any economic analysis of policy.

Drug Advertising

While this does not directly relate to economics, it does raise questions about the research environment, research ethics and research methods. The Manawatu Evening Standard of 15 February 2003 included an item, “Professors cleared of ethics complaint” (p.9). The Advertising Standards Authority had made an “unprecendented” complaint to Otago University of academics “unethically conducting biased research” in a survey of doctors. The survey’s covering letter said, “In order to support the case for a ban on direct-to-consumer advertising, it is important to gather current evidence of the effects this advertising has had in New Zealand.”

It is ethical to inform survey participants of the purpose of the research, but might this letter influence their responses? Not only are the doctors told the results that the researchers want, but they might also have a personal interest in the outcome. The researchers are from the medical field. They will therefore be aware of reasons for blind and double-blind experiments. 

A further newpaper article on the issue appeared on the Stuff web site of 17th February 2003 under the headline, “Academics step up campaign on drug advertising”. To quote: 

The academics have prepared a report damning the practice and delivered it to Mrs King last Friday. 

In the report, they claim the practice, which is banned by most countries excluding the United States, compromises patient safety, patient-doctor relationships and has the potential to create inequity in allocating health resources.

Are we moving away from attempting to undertake objective research and closer to general acceptance of advocacy research? What is the role of economics in such an environment?

Numerical Prestidigitation Award

The Centre for Public Policy Evaluation is offering an award in the form of a laminated certificate for the best example of misleading use of data in an economic context in public debate. The entry should include appropriate documentation, including the source speech/extract from official report/newspaper item, and a brief (no more than 1 A4 sheet) explanation of the distortion. 

The closing date for entries is 16th June 2003.

Entries or queries should be sent to Stuart Birks

Email - k.s.birks@massey.ac.nz
Or post - Stuart Birks, CPPE, Massey University, Palmerston North
The competition will be judged by Stuart Birks, and the judge’s decision will be final. Permanent employees of the CPPE or their families may not enter.
AUSTRALIA

2003 NATIONAL WORKSHOP OF THE

ECONOMICS AND ENVIRONMENT NETWORK
Friday 2 - Saturday 3 May 2003, Canberra, ACT

http://een.anu.edu.au/workshop.html
“The inaugural national workshop of the Economics and Environment Network (http://een.anu.edu.au/) of the Australian National University is open to anyone interested in promoting research, learning and better policy in environmental, resource and ecological economics within Australia, and in the profession at large.”
Australia – Superannuation

Join the elite of Australia's Superannuation industry in Sydney on 28 & 29 May 2003 

for the main superannuation event of the year. Register on-line at: 

www.amevents.com.au/superannuation
Book your place now for just $995A (+GST).

International Conference on 

Economics and Management of Networks – 2003

Special Topic: Franchising Networks

 The first International Conference on Economics and Management of Networks will be held at the University of Vienna from June 26 to June 28, 2003, in Vienna, Austria. 

For details, see: www.univie.ac.at/EMNET
From the 2BRED File

by  Grant M. Scobie (grant.scobie@treasury.govt.nz)
The 2BRED File has always endeavoured to seek out books by New Zealanders, or about New Zealand or published in New Zealand.  This has not been motivated by a surge of parochialism (the America’s Cup has provided an overdose of that) but rather by the desire to give appropriate recognition to our own – after all this is the New Zealand Association of Economists.  So for this issue I am starting with a volume that is neither written by a New Zealander nor published in New Zealand. It is not about New Zealand but arguably it has a lot to say that is relevant for New Zealand; and it is written by a New Zealand resident. Frederic Sautet, a French national, a resident of Wellington, and a student of Austrian economics has published a challenging critique of traditional microeconomics: An Entrepreneurial Theory of the Firm (London: Routledge, 2000) as another in the series of scholarly works in the series Foundations of the Market Economy (Mario J. Rizzo and Lawrence H. White, eds.).

The Smith Center for Private Enterprise Studies has recently awarded Sautet the 2002 Prize  for the best book in Austrian economics published in the last three years  (see: http://www.sbe.csuhayward.edu/~sbesc/prize.html).

Sautet’s central thesis is that existing theories of the firm can be complemented by an approach, that while not ruling out a Marshallian evolutionary view, sees the firm as the results of human actions and design –in other words an entrepreneurial approach based soundly on rich Hayekian insights. Successful growth of the firm depends on creating an environment in which entrepreneurial activity can flourish. This goes well beyond the more mechanistic profit-maximizing view of allocating resources at the margin in response to external price signals.  Fortunately Sautet has, in a separate piece has used this formidable intellectual armoury to address the problem of transformation and growth in the New Zealand economy (see: http://www.treasury.govt.nz/et/ - 9).

The erosion of shareholder wealth in recent times, occurring precisely at a time when New Zealand’s economic performance relative to the over-worked OECD yardstick has been the best in decades, continues to needle us.  Those looking for a crisp, well-written no nonsense discussion of the organisation, finance and governance of the corporate sector, complete with New Zealand as a case study will not want to miss Corporate Governance and Wealth Creation in New Zealand (Palmerston North: Dunmore Press, 2003), by Joseph Healy. Maximising share-holder wealth is unapologetically propounded as the goal for the corporate sector. Good returns for shareholders imply no necessary trade-offs for the goals of the wider community argues Healy.  However those seeking more insights about the why of our performance (is it size, distance, poor policies?) will find a tantalising menu of questions but few answers.

My fascination continues unabated with stories about what drives economic growth in some places and why the pace is so persistently uneven.  As a rule I am highly sceptical of single-valued theories (sunspots, latitude, post-colonial trauma… you can add your favourites). The world is a complicated place and the broad approach of Easterly, while highlighting more don’ts than do’s, has appealed to me more than many other stories. As soon as I plucked the latest book by Hernando de Soto from my Christmas stocking, I knew I would find The Mystery of Capital: Why Capitalism Triumphs in the West and Fails Everywhere Else ( London: Black Swan Books, 2000) alarmingly seductive. De Soto, a Peruvian has marshalled resources for a massive study that would do credit to many economists, sociologists and anthropologists. With evidence gathered from the slums and poverty-ridden rural areas of the third world, de Soto and his team at the Institute of Liberty and Democracy (http://www.ild.org.pe) mount a compelling case that a major barrier to development is “dead capital” – resources locked away for lack of a transparent and efficient system of property rights and titling.  The squatter who builds on vacant land, the street peddler with a tiny stock of inventory, the farmer with no transferable title to the land he or she farms…these are the capitalists of the third world who own a vast amount of the wealth, but operate often extra-legally with no ownership rights, access to credit or defined liability.  Their capital does not work for them the way houses for example become collateral and a vital source of funds for new businesses in the West.  Landsburg’s well known quip that “economics is all about incentives ... the rest is commentary”, might well be augmented… economics is all about incentives and institutions. An obvious point perhaps you might say ..but seldom as forcefully driven home with such compelling argument and evidence. Definitely “a good read”.

And to round out my Christmas gifts, Diane Coyle has written a highly enjoyable easy going romp through just about everything in Sex, Drugs and Economics: An Unconventional Introduction to Economics (New York: Texere, 2002).  Yes, it is another volume in the neo-imperialism of economics genre, which sociologists find so infuriating. Coyle, like Becker, will provide the economic underpinnings of anything and everything.  Marriage, war, sports, sex, development and drugs ..the “economics of….” will be found here.. A journalist (former Economics Editor of The Independent), Doyle is a Visiting Fellow at the London School of Economics and directs a consultancy (http://www.enlightenmenteconomics.com). As such, she is more than equipped to be an astute observer and excellent expositor ... a must for the next time you want to recommend something readable to your non-economist friends.

John Tamihere’s speech comment by Stuart Birks (k.s.birks@massey.ac.nz)
For those of you who missed it, John Tamihere’s speech on 21 February entitled “The Reform of Welfare and the Rebuilding of Community” is on the web at: http://www.act.org.nz/item.jsp?id=23744
Much of this issue of AI covers the politicization of debate and weaknesses in underlying research. It would be unfortunate if we were to promote this trend. We therefore justify ourselves here by considering the speech to be qualitative research, and the results of an investigation using a 1-person, self-reporting focus group. It is therefore valid as a basis for determining future quantitative research projects. 

John Tamihere takes what might be considered a “social policy” approach, by defining groups and giving them each some simplified position. Is this standpoint theory, where the position is set on an issue irrespective of specific circumstances, and where someone can be dismissed for “wearing the wrong hat”? To quote:

The Right has grown comfortable with its welfare bashing politics, knowing that it plays well in parts of the electorate.  The Left has grown comfortable with its traditional approach, knowing that it can clear its conscience by further increasing the material gifts of government.  The electorate has grown comfortable with the geographic concentration of welfare dependency, knowing that this separates well-to-do suburbs from the poor.  The corporate sector and other charitable sources have grown comfortable with the problem, knowing that they can write their welfare cheques and then wipe their hands.  The media has grown comfortable with welfare dependency, knowing that it helps to generate sensational news.  Welfare bureaucracies know that the easiest clients to serve are those whose circumstances and prospects never change.

He also assumes away the value of debate and reasoned argument, except to get someone to change hats. People are labeled, and they do not discuss with each other or attempt to take into account alternative information. It sounds like lawyers promoting a client’s case and discrediting opposing positions:

The big mistake the Right makes with welfare dependency is that it simply sees it as a matter of rational choices.  If we remove the ability to ‘choose’ to receive benefits, the problem of welfare is also removed.  The Left sees welfare dependency as a matter of financial position.  If the material conditions of those on welfare are improved, the problem is also rectified.  This approach is just as misguided. 

Of course, people may simply wear hats and save themselves the effort of thinking, but I prefer to be one of those who assume otherwise, whatever the evidence to the contrary (joke).

For some numbers worth checking, and possibly explaining, consider:

The Child, Youth and Family Service will pay on average $90,000 per unit per full-time employee of the total agency on a mean average.  To a provider agency in a Maori community you will be lucky to get $32,000 per unit full-time employee average.  The Child Youth & Family Service will pay itself $110,000 per annum per bed night at its residential facilities.  It will pay a community organisation from $15,000 - $20,000 per bed per night per annum. 

As economists, we should also consider the nature of preferences and individual decision making assumed in the following:

People will only use the material gifts of government productively if they have the self-esteem and confidence to build positive social relationships.  Giving people public housing does not change their relationship with other people.  Giving people a bigger welfare cheque does not change their place in the community.  Giving people easier access to public services does not change the way in which they are perceived by the rest of society.

Is there any merit in these claims? If the perceptions of others are important, satisfaction may relate not just to goods and services obtained, but also to how they are obtained. This is not a trivial point. It would require a rethinking of our concepts of poverty, exogenous utility functions based on quantities consumed, and a dollar’s income being of set value irrespective of its source.

Given the reception given to the speech, do we have healthy policy debate in New Zealand, and is there a place for economists in this debate?

Conference Report: Victoria University School of Government 

2003 Public Policy Network Conference, January 30-31, 2003, Wellington 

by Robin Johnson (johnsonr@clear.net.nz)
Readers of AI outside Wellington may not be familiar with recent developments in the organisation of public policy teaching and research at Victoria University. In August 2002 the Prime Minister opened the new School of Government (on its city site) to bring together teaching and research in Public Policy and Public Management. The School is linked to several universities in Australia, under the umbrella of the Australia and New Zealand School of Government (ANZOG), with headquarters based in Melbourne. Professor Allan Fels (ex competition policy regulator) is to be the Foundation Dean and CEO.

The Public Policy Network Conference held in Wellington in January was an opportunity for Australian and NZ academics and interested persons to meet and discuss how public policies can be more effective in achieving given outcomes. The conference was academic in intention and the programme reflected academic views of the policy process or work in progress. Public participation was invited some time late in 2002.   

Economics was represented by Bob Stephens (`Poverty Measurement’), Claudia Scott (`Policy Styles in NZ’), and Susan St John (`Pensions and Annuities’). Other topics covered by NZ presenters were: health insurance, policy failure in health, neo-tribal capitalism, the local Government Act, tax-based assistance and a subject area called intervention logic (more on this below). The Australian contributions were: networks and network structures, attitudes to unpaid work, negotiating competing representation claims, Australian Parliament Committee systems (not the same as uni-cameral NZ), environmental governance, client focus, and social policy accountability. The latter were interesting commentaries in their own right but space prevents further comment here.

Bob Stephens provided an overall summary of the poverty measurement work he has undertaken with Waldegrave and Frater. Most important, to my mind, was the discussion of living standard restrictions classified by age and size of family (data from the Ministry of Social Development). The data is presented as the proportion of the sample population indicating enforced lack of an item, e.g. % without adequate heating, % without childcare services, % missing doctors visits, % showing dampness in the home etc.. Their importance lies in the establishment of social benchmarks which can continue to be measured through time (assuming adequate sampling). These measures are of course the social ‘outcomes’ which social policy  should be aiming to improve. It is well known that departments have been happy to pursue departmental objectives (‘outputs’ in the jargon’), such as meeting Ministers’ deadlines, rather than persuading Ministers to agree to policies with long term effects on outcomes.

Susan St John covered some of the conflicts surrounding private superannuation schemes and the universal pension. Apparently NZ is unique in developing this particular model of compulsory and voluntary saving, and she points out that it has advantages of simplicity and cost-effectiveness in meeting poverty prevention objectives. A worthwhile paper if you are interested (contact address at end).

.The centre-piece presentation at the meeting was a paper by Claudia Scott on policy analysis and policy styles in NZ central agencies. The agencies involved were: Treasury; State Services Commission; and the Department of the Prime Minister and Cabinet. From interviews and discussion forums, trends in policy analysis and styles were identified for the period 1984-2002, and key policy drivers underlying these trends were isolated.  In brief, the results indicated a drift away from the independent and objective style of policy advice to a more service role to decisions made within the [modified] parliamentary system. Since 1996 this reflects the introduction of MMP and the coalition structures it encourages. As far as Treasury is concerned, the analysis identified: a shift to wider consideration of social policy and providing `second opinion’ advice, more collaboration and involvement with others, greater linking of economic and social policies (inclusive economy work), and less influence with Ministers. The paper identifies a greater role in policy coordination for the PM’s Department, greater mediation between departments and political parties, and encouragement of departmental delivery of the governments’ priorities. For the SSC, an increased focus on public service standards, advice on performance [of departments and CEOs], and encouragement of the shift from outputs to outcomes through cross-agency collaboration.

Claudia says central agencies in the 1980s were a major force in the design of policy innovations, but that situation no longer holds. She notes the higher public profile of politicians and public servants and an increased trend to dodge responsibility. The move to inclusivity leaves less scope for public servants to drive the policy design agenda. The greater transparency and accountability of government agencies, coupled with the Official Information Act 1982, has made it more difficult for government agencies to use resources to build medium-term capability and to research and analyse issues which have yet to appear. There appear to be growing strains between Ministers, advisors and managers and some risk that the quality of policy advice may suffer if there is not better alignment and greater trust between advisors and the advised.  

Finally, let me talk about intervention logic (IVL). This rather fancy name encompasses the idea that the processes of policy formation can be visualised as a series of logical steps equivalent to ‘the careful scrutiny of policy arguments that skilled analysts intuitively employ’(Wolf). Logic means ‘the knowledge of how things worked in a development project or policy undertaking’. Intervention means Government action.  The term as a whole is defined by the Government as ‘an evidence-based, systematic and reasoned description of the causal links  between outcomes and a department’s outputs, and the associated assumptions and risks’. This can be illustrated by an example: if some successively higher-order outcomes for a proposal are realistically identified starting from a department’s outputs then the resulting hierarchy should demonstrate the links between basic outputs and various intermediate stages of outcomes leading to the end outcome. It is the logic connecting these intermediate outcomes that is important in the policy process. Internal debate around such linkages identifies the final policy proposition.

Amanda Wolf and Karen Baehler discuss the mechanics of these processes in their papers and Bill Ryan gives a more practical overview of their usefulness and some possible developments in the future.  As I understand the latter paper, Ryan is saying that there is too much uncertainty about outcomes for the process to be absolute. Methodological approaches such as IVL should be no more than frameworks for thought and action; management of ‘means to achieve policy ends must rely on the shrewd and competent application of various techniques and methods to achieve its purpose’. There is also the contemporary trend to consultative government, as noted by Claudia Scott, which, combined with decentralisation of functions, has caused line agencies to take greater responsibility for their self-development. ‘Facilitation and brokerage must predominate, geared most of all towards collective learning’ (Ryan). 

Comments: I believe Claudia Scott presents a fairly accurate picture of policy making in recent years. I would be interested in her views on minor departments and state-owned enterprises. Ryan gives quite an emphasis to the trend toward decentralisation and self-development which seems to be in some conflict with present coalition arrangements and prime ministerial control. In my experience, [economic] departments always did collaborate in presenting policy positions. The change appears to be in the social policy area. Even so, by fixing the budget for social policy, and insisting on some form of zero budgeting, Treasury can always maintain the upper hand. I believe none of the authors put sufficient stress on the role of prior agendas, (often without adequate research), that Ministers introduce into the system. This habit prevents the application of cost-benefit analysis to the proposal concerned and makes IVL superfluous. Claudia Scott hints at a lack of capability in the bureaucracy to carry out its tasks in the policy area, but does not draw the training conclusions that I would from such an observation. This applies also to the measurement of outcomes on a regular basis; there is simply not the capability to carry out the necessary evaluation work involved. Hence my admiration for Bob Stephens work and that of Simon Chapple before him. I think that IVL does provide some good linkages to bridging the gap between outputs and outcomes, but I agree with the authors that direction from the top does a lot of mischief to such logical structures (like ignoring them) when occasion demands. Finally, I see no reference to political economy frameworks in the papers presented and suggest that some of problems addressed would be facilitated by the particular institutional arrangements in place for the areas where outcomes are important.     

(Programme, abstracts and some papers available from melanie.macdonald@vuw.ac.nz) 

Yet another hat for the social policy people to add to their lists:

Post-Neoliberal

Their review, issue 2, is at:

http://www.geocities.com/postneoliberal_review/index.html
Māori not a burden by Stuart Birks
From the Dominion Post: 

"The report challenges the belief that Māori are a burden on New Zealand taxpayers and shows Maori households in total receive $2.3 billion in government assistance, but pay $2.4 billion in tax."

  The report referred to is Māori Economic Development Te Ohanga Whanaketanga Māori. 2003 
 The wording in the report is: “The third conclusion challenges the view that Māori are a burden on New Zealand taxpayers. While Māori households indeed receive $2.3 billion (see Table 3) in fiscal transfers, this is offset by a tax contribution of $2.4 billion from the Māori economy.” (p.13)

  There is a difference between fiscal transfers and government assistance, especially given the economic interpretation of “transfers”. “Burden” is another matter. Table 3 of the report gives the above figures, which are NZIER estimates of payments and households’ social benefits in cash. They also show that total payments (in taxes) by Māori and non-Māori combined come to $31.6b, compared to total receipts of $10.5b. The claim is therefore ignoring transfers in kind in terms of health, education, police, defence, roads, development of industry, etc., etc..

  The actual financial position may well be justifiable, but the claims here are plainly misleading.

  NZIER had to estimate the size of the Māori economy, and used the same methods to get consistent data for the non- Māori population. They relied on such sources as the 2001 census. Problems of ethnicity aside, we might imagine that their figures are at least internally consistent.

  That is more than can be said for the Treasury. While checking the figures against Treasury data, I found a Summary of Appropriations, Crown Revenue and Receipts at: http://www.treasury.govt.nz/budget2001/estimates/est01sumtab.pdf, which gave estimated actual 2000/1 tax revenue as about $43.8b.

 In Table 3.4 of the 2002 Budget Fiscal Outlook, Actual Core Crown tax revenue for 2002 is given as $36.5b. (http://www.treasury.govt.nz/forecasts/defu/2002/3fiscal.asp#revenueand)

 Do we have volatile numbers, or just volatile definitions? Perhaps someone from Treasury can explain.

Pathfinder!!! By Stuart Birks
Are there any university economists out there still teaching that governments determine society's preferences and then put in place the optimal policies? You know the standard idea, a constrained optimization problem with specified objectives and a choice over available policy settings to achieve the best feasible outcome. If so, that’s fine in theory, but may not reflect the real world. 

Take a look at the Pathfinder Project at: http://io.ssc.govt.nz/pathfinder

Briefly, it aims to develop outcome management systems for eight government agencies. This involves:

  focussing strategic and annual plans on improving ‘vital few’ outcomes; 

  defining and measuring ‘vital few’ outcomes for key client / service groups; 

  defining the intervention logic linking outcomes to outputs; 

  assessing the effectiveness of targeting tools and Government interventions; 

  evaluating the cost-effectiveness of interventions against outcomes achieved; 

  defining prioritisation systems to maximise outcomes from constrained intervention resources; 

  benchmarking the performance of business units and nations in achieving outcomes; 

  redesigning planning and operational systems to enhance outcomes; and 

  improving our capability to manage outcomes across agencies and sectors.

 

If this is where they have to go, presumably they are not there now. In other words, government agencies do not have a clear idea of: what they are trying to achieve; how to measure these things; how they relate to what they can actually do; whether they are cost-effective; and how well co-ordinated agencies are in working towards these objectives.
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'M-business, E-commerce and the Impact of Broadband
on Regional Development and Business Prospects'
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CALL FOR PAPERS 

(closes 22nd April)
 

details from the web site:

http://www.cbs.curtin.edu.au/research/ITS_Conference/index.cfm
New Zealand Association of Economists

ANNUAL CONFERENCE 2003
Wednesday 25th, Thursday 26th & Friday 27th June 2003

Announcement & Call for Papers



Venue:
Sheraton Hotel



83 Symonds Street



Auckland

(If booking accommodation with the Sheraton Hotel please state it is for the 'Economists Conference' – to receive the negotiated room rate of $150.00 plus GST per night for either single or twin share. Telephone: (09) 379 5132 Fax: (09) 377 4075  

Aim:
Informing and fostering dialogue between other economists, and others interested in economic issues.

Theme:
The programme theme is "Business Economics" with the focus being on economics as it applies to business, both directly through informing business practice and indirectly through the impact of government policies.


Keynote Speakers:
Ed Lazear (Stanford University), David Collander (Prof of Economics, Middlebury College); plus a World Bank Economist from Asia Pacific Office – name tba.



(A couple of other exciting people are in communication with us but yet to be confirmed.)
· You can help by:  organising a themed session • reporting on completed research • reporting on work in progress • offering to chair sessions or discuss papers • encouraging postgraduates to attend and present papers • encouraging recent graduates to enter Jan Whitwell Prize • contacting the conference convenor Mary Hedges (mary.hedges@aut.ac.nz) with any suggestions/bright ideas for speakers, themes, workshops.

· Procedures for the Submission of Abstracts, Registration Form and details of the Jan Whitwell Prize can be obtained from the Secretary-Manager, or via the website.


Key Dates:
9th May 2003
Submission of Abstracts including those for "Jan Whitwell" entries



30th April 2003
Early Bird Conference Registrations (includes Presenters of papers, Chairs and Discussants)


12th June 2003
Submission of Full Papers including those for "Jan Whitwell" entries.

20th June 2003
Standard Conference Registrations (includes Presenters of Papers, Chairs and Discussants)

20th June 2003
Entry to Jan Whitwell Prize including Conference Registration (unless registered as an "Early Bird")
Please Note:  These dates will be strictly adhered to

Please address preliminary enquiries to:

Val Browning – Secretary/Manager

New Zealand Association of Economists (Inc)

PO Box 568, Wellington  (  111 Cuba Mall, Wellington

Tel: [04] 801 7139    (    Fax: [04] 801 7106    (    Mobile: 025 283 8743

E-mail:  economists@nzae.org.nz   (   Web site:  http://.nzae.org.nz 

research in progress...

Continuing our series on the research projects currently underway in Economics Departments and Economics Research Units throughout New Zealand, in this issue we profile the research currently being undertaken by economists at Auckland University. The objective of this section is to share information about research interests and ideas before publication or dissemination - each person was invited to provide details only of research that is new or in progress.
... economic research at Auckland University

as at February 2003.

Prepared by Tim Hazledine [t.hazledine@auckland.ac.nz]

Reiko Aoki (r.aoki@auckland.ac.nz) 

· Patentability of Basic Research 
· Compulsory Licensing and Essential Facilities Doctrine 

· New Zealand Dairy Industry 

Debasis Bandyopadhyay 

(d.bandyopadhyay@auckland.ac.nz)

· Growth-inequality relationship in an endogenous model of economic growth 

· Statistical representation of cross-country variation of human capital distribution 

· Economic reforms and endogenous movements in macroeconomic productivity 

· Economic liberalizations and productivity changes 
· The contribution of networking to explain the industry premium in earning regressions 

· Economic migration of skilled labour 

· Social security arrangements and international disparity of saving rates 

Tony Endres (a.endres@auckland.ac.nz)

· Modern Theories of Entrepreneurial Behaviour 

· Analysis of Economic Research Agendas in International Economic Organisations 

· Leading Architects of the International Financial System from Bretton Woods to the 1970s 
Tim Hazledine (t.hazledine@auckland.ac.nz)

· 'The King is Dead: Old Truths for the New Economy' (book in preparation). 

· Governance and transaction costs, including case study of the University of Auckland 
· Rent-seeking costs in oligopoly 

John Hillas (j.hillas@auckland.ac.nz) 
· Foundations of game theory, particularly the nature of equilibrium concepts 

· Technical aspects of the theory of strategic stability 

· Applications of this work to economic models, particularly those involving asymmetric information 

Bryce Hool (b.hool@auckland.ac.nz)

· Optimal employment contracts and human capital 
Risk-sharing agreements and public policy for natural resource extraction 

Ken Jackson (k.jackson@auckland.ac.nz)

· Impacts of trade arrangements on development, concentrating on New Zealand and Asian economies 

· Electricity and globalisation 

· Innovation and long-run growth and development 

· Poverty: endowments and capability 

· Rural development 

Ian King (ip.king@auckland.ac.nz)

· Procyclical Skill Retooling and Equilibrium Search 
· Auctions Beat Posted Prices in a Small Market 

· Ranking the Research Records of Economics Departments in New Zealand: Reply 
· A Simple Introduction to Dynamic Programming in Macroeconomic Models 
· The Mortensen Rule and Efficient Coordination Unemployment 
Susan Laurenson (s.laurenson@auckland.ac.nz)

· International trade in education services 

· New Zealand education policy 

Sholeh Maani (s.maani@auckland.ac.nz)

· Effect of education, occupation, industry and locality on Maori relative income levels over. 

· The effect of fees on demand for tertiary education 

· The economics of school-leaving and demand for education 

· Measurement of the economic conditions of the elderly in New Zealand 

· Intergenerational welfare paper participation in New Zealand 

Tim Maloney (t.maloney@auckland.ac.nz)

· The effects of class size on the cognitive development of children in the Christchurch Health and Development Study (CHDS) 
· Family Income Dynamics in New Zealand using longitudinal data from the CHDS 
· Intergenerational Welfare Participation in New Zealand 
· Youth Labour Market Transitions 

· Evaluating the Effectiveness of Active Labour Market Policies in New Zealand 

· Minimum Labour Market Standards in New Zealand 

Mia Mikic (m.mikic@auckland.ac.nz)

· Regional trade integration in Europe 

· Trade and human rights 

· Trade and poverty 

· WTO and E-commerce 

· Wine industry in New Zealand and globalisation 

Peter Phillips (pcb.phillips@auckland.ac.nz)

· Nonstationary Choice applied to market intervention 

· Cross section dependence, HAC estimation 

· Estimation of nonlinear diffusions 

· Nonlinear regression with integrated processes 

· Bootstrap methods with nonstationary data 

· Problems of weak identification 

· Options pricing and jackknifing 

Alan Rogers (a.rogers@auckland.ac.nz)

· The unusual rates of convergence of minimum Lp norm estimators under conditions which differ from those usually assumed to hold and therefore builds on recently published work concerning the performance of least absolute deviations estimators under related conditions
Matthew Ryan (m.ryan@auckland.ac.nz)

· "Trust"  
· "Adverse Selection and Insurance Contracting" 

· "Experimental Evidence on Risky Choice: Implications for Health Insurance Theory" 
· "Auctions with Options to Re-Auction" 

Robert Scollay (r.scollay@auckland.ac.nz)

· Implications for New Zealand of Asia-Pacific economic integration 

· Regional integration in East Asia 

· Trade and economic integration among South Pacific islands 

Basil Sharp (b.sharp@auckland.ac.nz)

· Econometric analysis of quota prices in New Zealand fisheries 

· Groundwater resource valuation work in Waimea Plains 

· Sustainable development, integrating economic and environmental aspects 

John Small (jp.small@auckland.ac.nz)

· Econometric benchmarking and the incentive regulation of monopolists 

· Dynamic modelling of real investment 

· Taxation economics and the role of tax in promoting growth 

Susan St John (s.stjohn@auckland.ac.nz) 

· Superannuation and annuities in New Zealand 
· Welfare and tax 

· Child poverty 

Donggyu Sul (d.sul@auckland.ac.nz)

· Panel nonstationary time series (Estimation and Testing) 
· Exchange Rate Determination 

· Long-Horizon Regression Analysis 

· Theoretical Time Series. 

Rhema Vaithianathan 

(r.vaithianathan@auckland.ac.nz)

· "The Epistemics of Trust" 

· The Chinese Famine 

Julian Wright (jk.wright@auckland.ac.nz)

· Two-sided markets 

· Multihoming 

· Credit cards 

· Electronic payment networks 
· Mobile phone regulation 

· Interconnection 

Jun Yu (j.yu@auckland.ac.nz)

· Development and application of new estimating and testing methods for the empirical analysis of financial time series
New Zealand Economic Papers 

Tim Hazledine, editor of New Zealand Economic Papers, urges members to submit their papers to the journal. All the systems are now in place and prompt refereeing and editorial responses are sincerely promised.
 Tim is also interested in offers and ideas for symposia of papers on a particular topic. Obviously useful and interesting topics could include:  Pensions & Superannuation; Tertiary Policy & Student Loans; the "new' Knowledge Economy; The Future for monetary and fiscal policy, etc etc.
And book reviews and books to review (or suggested titles) are also needed.
 Write to: t.hazledine@auckland.ac.nz
...about NZAE 

The New Zealand Association of Economists aims to promote research, collaboration and discussion among professional economists in New Zealand.  Membership is open to those with a background or interest in economics or commerce or business or management, and who share the objectives of the Association. Members automatically receive copies of New Zealand Economic Papers, Association newsletters, as well as benefiting from discounted fees for Association events such as conferences.

Membership fees:

full member:
      $90

graduate student:    $45

If you would like more information about the NZAE, or would like to apply for membership, please contact:


Val Browning


Secretary-Manager, NZAE


PO Box 568


Wellington


phone: (04) 801 7139


fax: (04) 801 7106

email: economists@nzae.org.nz

EMAIL DATA BASE

We are currently setting up an email database of members to keep up to date with technology, and we are working towards eventually e-mailing as many of our notices/publications as possible.  If you have not yet supplied the Secretary-Manager with your email address please email:    economists@nzae.org.nz 
MEMBER PROFILES

If you would like your profile included on the NZAE website - please email your details to:    economists@nzae.org.nz
Welcome! to the following people who have recently joined NZAE...
Dinu Corbu (student); David Winston King (Ministry of Economic Development); Geoff Kelly (University of Woolongong); Yong-Huyn Ryu (Student); Russell Jones (self employed); Rajeev S Walia (Ally McBeal Info Services (NZ) Ltd); Steven Stillman (Department of Labour); Kerry Nitz (IRD); Adam Warner (University of Auckland); Ron Sandrey (Ministry of Foreign Affairs & Trade).
WEB-SITE  - The NZAE web-site address is:   http://nzae.org.nz/ 
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New Journal:





Economics and Human Biology





…is devoted to the exploration of the effect of socio-economic processes on human biology. Research covered in this (triennial) interdisciplinary journal is not bound by temporal or geographic limitations.





The quarterly journal is edited by John Komlos of the University of Munich and offers contributions in the fields of auxology, anthropometry, biocultural anthropology, demography, development economics, economic history, epidemiology, health economics, human biology, human nutrition, health sciences, medicine, physical anthropology, public health and sociology.





For more detailed information on editorial board, aims and scope as well as subscription, please consult our website:





� HYPERLINK "http://www.elsevier.com/homepage/sae/econworld/econbase/ehb/frame.html" �http://www.elsevier.com/homepage/sae/econworld/econbase/ehb/frame.html�


  














� http://www.knowledgewave.org.nz/forum_2003/background_reading/Community%20Discussion%20Paper.pdf


� Mathew Loh Ho-Sang (2003) “'Brown faces' seen as future leaders” Dominion Post, 04 March


   � HYPERLINK "http://www.stuff.co.nz/stuff/0,2106,2304624a13,00.html" �http://www.stuff.co.nz/stuff/0,2106,2304624a13,00.html�


� By the NZIER for Te Puni Kōkiri, on the web at: 


   � HYPERLINK "http://www.tpk.govt.nz/publications/docs/economics/mdr_final.pdf" ��http://www.tpk.govt.nz/publications/docs/economics/mdr_final.pdf�
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