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The New Iealand sconomy s not out of the woods vet, but
gtructural reform, nicknamed Rogernomics after Roger Douglas,
the Minister of Finance who oversaw, encouraged and Ted ¢,
has made a future properous New Zealand a distinct
possibility. There has been nothing as radical as Rogernomics,
not even Thatocherism, gince the reforms that produced the
Agsdan Tigers-——Korea, HMong Kong, Taiwan and Singapore. It
therefore fascinates sconomists.

Naw Zealand's reforms were, morsover, achieved within the
framework of democracy, and have necessarilly called for
fundamental changes 9n attitudes. The reforms are, therefore,
a remarkable political phenomenon---a phenomenon with Tessons
for Australians, who are currentiy cynical and despairing
about their own politics. Our economy s drifting toward
problems of a simiflar magnitude to those which bessat New
Zealand, yet the Hawke government s drifting also. Instead of
marshalling resources behind & strategy to reverse our
decline, 9t s preoccupied with gamesmanship--—the pilots
dispute, chasing the Green vote, an unpringipled subsidy for
Kodak, and so on. Most of dts lTow-quality decisions are traced
to the Prime Minister and Labor is no longer believed to be
well Ted.

In spite of widespread disenchantment with Labor, there
iz no enthusiasm for the Opposition. People are as coynical
about them: "They won't do dt." "The men of principle have
been sidelined." "Leopards don't change their spots." Many
voters expect & Coalition government to return to the ways of
the young old-man of the Fraser years. They doubt that Peacook
has the stomach for dealing with our Jong-run structural
problems, and sadly some businessmen again believe the Libsral
Party can be bribed and bullisd $nto handing over tariffs and
regulations. Here too, lTeadsrship i3 a perceived problem.

Not only are not all Prime Mindsters Teaders, but some
Teaders are not Prime Ministers. Douglas, who is a hero among
freg-market Tiberals, g such a Teader. He recentily addressed
a meseting in Christochurch of the Mont Pelerin Soocisty. His
topic was "The Polditics of Successful Structural Reform". Some

f the finest minds n the world, from Nobel Laureates down,
Tigtened very carefully to him.



These scholars have Tong known, and preached, more-op-
Tess what is nmecessary to avoid and, in sconomic terms to
reverse, the British Disease, the Dutch Disease, the New
Zgaland Disesse, the Australian Disease, stc. What 48 more,
the world has provided them with more than enough field
evidence to confirm their theordes. But they have not devised
a political strategy to implement their recommendations.
Instead, their theories about politics tend to be pessimistic.
Public choice theory, which explains very waell why politicians
damaged the New Zealand and Australian sconomies, encourages
them to expect Tawmakers go on kowtowing to vested interests
and treating the next glection as the end of time.

Yet there was Douglasg, with the authority that comes with
success, arguing that politicians’ real fdinterests coincide
with those of their glectorates. Me ¢laimed that "quality
decisions"., far from being politically impossible, are the key
te structural reform and also to political succsss in
government. "[Politicians and voters] can take the costs up-
front for Targer medium-term gains; or focus on short-run
satisfaction to be sandbagged Tater by the ascocumulated costs

"Voters ultimately place a higher value on enhancing
their medium-term progpects than on action that looks
successtul short-term, but only by sacrificing Targer and more
gnduring future gains....

"There s a deep well of realism and common sense among
ordinary people....[who] accept JTow incomes as students to
garn more later...save for old age and invest for their
children. They want politicians to have guts and vision to
deliver sustainable gains in Tiving standard.

"[Only] Tnadeguate politicians see instant popularity as
the key to powsr. If their rating glips, they feel threatensd.
They look for policies with nstant appesl to create
continuous public bliss.” In this class of political behaviour
Douglas cited the package of interest rate subsidies on home
Toan mortgages offered during the South Australian slection
first by the Liberals and then by Labor.

Mr Douglas contends that wherse the Lange government
implemented quality policies the polls show on-going voter
approval for them, and wherever it stopped short of cuality
the polls show rising disapproval. He defines "Quality" as the
actions which deliver most benefit to the nation inm the medium
taerm.

His s an optimistic view of politics in which it s
possible for politicians to do what they believe is right for
the Tonger run, be frank and be popular-—-—all at the same
time. The electorate, at Teast under some circumstances, wil]
vote for politicians who take away subsidies, tariffs and
other privileges. (Next week I will write about what Douglas
believes s necessary to produce those circumstances. )

Roger Douglas was almost certainly a necessary condition
for Rogernomics. He was not, however, a sufficient condition.



Circumstance and bad politics had takern New Zealanders to the
edge of an abyss and they had peered nto it at the bones of
nations, such as Argentina, whose people had thought that thay
codld go on Tiving on privileges financed by sach other. New
Zealanders had already been influenced by the world-wide
revival of classical-Tiberal Jdeas. These had been mads
respectable again by the abject failure of socialism and by
organisations such as the Mont Pelerin society and dts host,
the Sydney-based Centre for Independent Studies. New Zesaland's
senior bureaucratsg in Treasury and the Reserve Bank were
aeonomically lTiterate and cared. A1T of thess other
circumstances apply with approximately squal force to
Australia now. Who, however, 13 our Roger Douglas?

In the end we die and only our reputastions remain. Fop
those politicians who are unconvinaoed by the foregoing.
Douglas has this thought: "The politicians who sought success
through ad hoo solutions which evaded rea’l problems damaged
the nation and destroved their own reputations.”
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