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History is all about change and continuity, and the role of scholarship is 
mostly to prevent the attractions of novelty from dominating the normal 
predominance of continuity. The challenge, of course, is to recognise the 
exceptional. 

Gary Hawke, Honorary Fellow, School of Government,  
Victoria University of Wellington, 2009 

What can be more palpably absurd than the prospect held out of 
locomotives travelling twice as fast as stagecoaches? 

The Quarterly Review, England, March 1825 

The abolishment of pain in surgery is a chimera. It is absurd to go on 
seeking it … Knife and pain are two words in surgery that must forever be 
associated in the consciousness of the patient. 

Dr Alfred Velpeau, French surgeon, 1839 

[W]hen the Paris Exhibition closes electric light will close with it and no 
more be heard of. 

Erasmus Wilson, Professor, Oxford University, 1878 

Well informed people know it is impossible to transmit the voice over 
wires and that were it possible to do so, the thing would be of no practical 
value. 

Editorial, Boston Post, 1865 

Heavier-than-air flying machines are impossible. 

Lord Kelvin, British mathematician and physicist, ca 1895 

Radio has no future. 

Lord Kelvin, British mathematician and physicist, ca 1897 

There is not the slightest indication that [nuclear energy] will ever be 
obtainable. It would mean that the atom would have to be shattered at will. 

Albert Einstein, 1932 

There is no need for any individual to have a computer in their home. 

Ken Olson, President, Digital Equipment Corp, 1977 

I can assure you that data processing is a fad that won’t last out the year. 

Editor in charge of business books for Prentice Hall, 1957 

One day soon the Gillette company will announce the development of a 
razor that, thanks to a computer microchip, can actually travel ahead in 
time and shave beard hairs that don’t even exist yet. 

Dave Barry, US author and Pulitzer Prize winner 

Year after year the worriers and fretters would come to me with awful 
predictions of the outbreak of war. I denied it each time. I was only wrong 
twice. 

Researcher in the British Foreign Office, 1903–1950 
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Summary 

The world we have made, as a result of the level of thinking we have done 
thus far, creates problems we cannot solve at the same level of thinking at 
which we created them. 

Albert Einstein 

Introduction 

When public service chief executives commissioned the Future State project in 
mid 2009, they asked the Institute of Policy Studies to look beyond the immediate 
issues confronting New Zealand (such as the economic recession, global financial 
crisis, and tightening fiscal position) and identify the longer-term issues that 
would affect New Zealand in the future. A particular concern was to identify the 
big public policy issues for the next two decades that cut across organisational and 
other boundaries and determine the ability of the public management system to 
respond to these issues. 

Global and local forces of change 

New Zealand, rated 123 out of 223 countries by population size and 27th by gross 
domestic product per capita (List of countries by population, 2010), is largely a 
‘future taker’ rather than a ‘future maker’ on the global stage.  

The Future State project identified powerful global forces that even the largest 
nations can do little more than react to over the next 20 years. These forces relate 
to: 

 the shifting of economic and political influence from west to east, in particular 
the rise of China and India relative to the United States; 

 continuing and maturing globalisation; 

 greater internationalisation of policy as domestic policy settings are 
increasingly shaped by international agreements; 

 increasing migration and urbanisation; 

 increasing diversity in most societies; 

 the ageing of most developed societies, but a swathe of (mostly) developing 
countries remaining ‘juvenescent’; 

 changing values and world views as the ‘digital generation’ moves into 
management and leadership roles; 

 continuing heterogeneity of family structures; 

 continuing rapid technological development in information and 
communication technologies (ICT), biotechnology, nanotechnology, and 
robotics, with the noteworthy consequences of: 

- ICT-enabled customisation, personalisation, and participation; 

- ICT-driven challenges to privacy (due to increased availability of 
personalised data), authority, and authorship; and 
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 transitioning to low-carbon economies, including the adoption of higher 
environmental standards. 

Some fundamental forces that will shape New Zealand’s future can be seen as 
local manifestations of globally occurring phenomena. Such forces include: 

 high inward and outward migration, together with increasing population 
diversity; 

 the continuing concentration of populations in urban centres, in particular in 
the Auckland region, and the coastal and peri-urban areas; 

 climate change; and 

 threats to biodiversity. 

Other influences that will contribute to determine New Zealand’s future are 
unique to its heritage and geography. These influences include: 

 New Zealand’s extensive exclusive economic zone and continental shelf; and 

 completion of the Treaty of Waitangi claims settlement process, and the 
opportunities and challenges that will arise in the post-settlement era. 

New Zealand cannot affect the global forces of change in any significant way. It 
can, however, choose how it responds to both global and local forces of change. 

Challenges ahead 

The policy responses New Zealand decides on will occur against a domestic 
backdrop that includes significant changes such as: 

 tightening fiscal constraints; 

 an ageing population and workforce; 

 continued lower productivity than in similar jurisdictions; 

 increasing expectations about the nature and quality of public services; 

 new service possibilities for targeted and tailored services enabled by 
technology; 

 new social capabilities enabled by technology, which support novel 
possibilities for citizen engagement and co-design; 

 increasing expectations for transparency in relation to data and government 
decision making processes; 

 increasing policy instability due to a competitive political system which lacks 
a tradition of multi-party consensus; 

 increasing diversity of citizens in terms of their culture, ethnicity and values; 
and 

 increasing complexity of policy problems. 

How the drivers and changes will play out in the future is obviously unknowable – 
it will depend on the policy choices New Zealand makes and will vary 
significantly across different sectors. The four challenges that emerged 
consistently from our scan of the issues are: 

 affordability; 

 complicated problems involving many players; 
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 a more diverse and differentiated population; and 

 a world of faster, less-predictable change. 

Even without the need for fiscal restraint, these significant challenges would 
stretch the most capable public sectors. 

The forces of change confronting New Zealand, both globally and locally, and the 
challenges presented by those forces, will almost certainly require a major 
rethinking of policy settings and public sector practices. In this paper, we have 
used the term ‘trajectory change’ to describe the step changes in policy settings 
required to alter the trajectories of high spending and poor outcomes. Without 
such trajectory changes, New Zealand will be limited in its ability to maintain the 
delivery of public services at levels that are achieved by similar countries. 
Trajectory change requires public sector entities to reconfigure how they work 
internally and how they relate to each other and interact with society. Further, 
such changes will not be achieved by altering the ‘hardware’ of the architecture of 
government. Achieving change will require modifying the ‘software’ – the mental 
models or the conceptual architecture applied to policy problems. The important 
question, then, is, ‘How is New Zealand’s public sector positioned to cope with 
the challenges of the 21st century?’. 

State of the state 

New Zealand achieved a step change in public sector performance in the late 
1980s when it shifted the locus of control from system-wide controls set by 
ministers and central agencies to controls managed by individual public 
organisations, ‘letting the managers manage’. As a result, New Zealand’s public 
sector performance is now consistently rated in the top tier of countries on a 
variety of measures of comparative government performance. However, New 
Zealand’s public management model for formulating and implementing policies is 
a product of a simpler era, a mechanistic and thermostat-like system for 
specifying and monitoring outputs and outcomes. Although this approach may 
have been appropriate for its time, it is best suited to ‘stable contexts, predictable 
tasks and a government-centric approach’ (Bourgon, 2009b: 11). 

The New Zealand state sector has a favourable platform in terms of resources, 
staff, and organisations. 

 Central government enjoys a strong Crown balance sheet and low levels of 
public debt, particularly compared with other similar jurisdictions, as a result 
of a succession of fiscal surpluses since the mid 1990s. 

 New Zealand has a long tradition of an apolitical, non-corrupt public sector 
workforce. 

 New Zealand public organisations are generally focused and capable. 

Responding to the challenges 

Despite the solid platform in terms of resources, people, and organisations, New 
Zealand, along with other jurisdictions, has struggled over the past decade to 
implement system changes that simultaneously enable delivery of organisational 
accountability for outputs and cross-agency responsiveness and achievement of 
outcomes. 
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Within the academic community, terms such as ‘new public governance’ are 
being used to describe the regime required to replace ‘new public management’. 
But there is not yet any substantial convergence on what ‘new public governance’ 
might mean in practical terms. At the same time, reflective practitioners are 
searching for a ‘new synthesis’ (Bourgon, 2008, 2009a) to achieve the changes 
required. One possible explanation for this search is that there is no ‘big new 
idea’. The changes required are less likely to be ones involving individual formal 
components of the public management system; rather, they will relate to how the 
parts of the system are integrated to operate as a more coherent system. Some of 
the new approaches required might already be emerging in practice, but have not 
yet been recognised and reinforced. This suggests the changes to the public 
management system to support 21st century public services may be different from 
the changes of the late 1980s. Rather than altering the ‘hardware’ of the 
architecture of government, the changes will subtle and multi-faceted 
modifications to the ‘software’ of the mental models used in the public sector. 

Public sector entities will need to be able to respond creatively to emerging, 
complex, and even ‘wicked’ issues.1 Generating and implementing creative 
solutions will require different ways of working with citizens, businesses, and 
other organisations. 

Looking ahead, the changes under way are going to require ‘both–and’ not 
‘either–or’ approaches. Public organisations will need to improve their 
performance on core output tasks (that is, ‘bottom-line’ individual organisational 
performance) as well as to build their ‘top-line’ capability to respond to emerging 
problems. 

A public management system to support 21st century 
ways of working 

The current New Zealand public management model does not preclude working 
on the emerging, complex, and wicked issues described in the previous section, 
but neither does it encourage such ways of working. 

Current public management arrangements are built on managerial control at the 
level of individual public organisations. In the future, although the need for 
effective management control at the organisational level will continue, 
simultaneously effective public management arrangements will need to respond to 
more-complex issues. A focus on organisational performance is alone, however, 
unlikely to generate the step change in capability required. Public organisations 
need to move towards mastery of approaches that integrate multiple ways of 
working, rather than focus on just one ‘best way’. 

Moving towards synthesis or integrated management and a whole-of-system focus 
will require responses at multiple levels – from individuals, public organisations, 
and the public management systems, and at a governance level. 

At a societal governance level, approaches will need to enable greater roles for 
citizens, businesses, and not-for-profit organisations in framing, designing, and 
implementing public policy responses. The public sector must move from a 
                                                 
1 ‘Wicked’ issues include issues that are complex (that is, issues where neither the problem nor 

the solution is known) and/or have a diversity of players. See Head and Alford (2008). 
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management control model of providing services to citizens and businesses to 
working with citizens and businesses. To control outcomes, government has to 
give up its control of processes. At the political level, multi-party policy bargains 
need to be more durable than they have been, while retaining the contest of ideas. 

The public management system needs to respond to the growing complexity of 
problems (including ‘wicked’ problems), while retaining systems that support 
improved efficiency. 

Public organisations must to respond to the ‘both–and’ challenge of working with 
citizens and business on the issues that cut across individual organisation’s 
boundaries, while retaining a focus on sustained improvement in their core 
business. 

Individuals require new and different skills to respond to these challenges. These 
changes will be particularly challenging as the population ages and international 
demand for skilled staff increases. 

The Future State project was an exploratory exercise to identify the longer-term 
cross-cutting challenges facing New Zealand. This paper provides the background 
to the challenges New Zealand faces and the responses New Zealanders expect of 
the public sector. 
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1 Introduction 

Prediction is very difficult, especially about the future. 

Niels Bohr, Danish physicist (1885–1962) 

This working paper is the culmination of the Future State project commissioned in 
July 2009 through the Emerging Issues Programme (EIP). The EIP is a 
collaborative venture between New Zealand public service chief executives and 
the Institute of Policy Studies at the School of Government at Victoria University 
of Wellington. The EIP acts as a conduit for leading-edge research into significant 
medium-to-long term public policy and management issues. 

The impetus from the public service chief executives for the Future State project 
was to better understand the likely major policy issues facing New Zealand over 
the next several decades and the implications of this for the public sector. As a 
result of this work, the chief executives wished to identify a number of specific 
areas of research to be undertaken by the Institute of Policy Studies during 2010–
12. The principal purpose of this paper is to present the findings from the Futures 
State project. 

Changing role of the state 

Public service chief executives, when commissioning this project, looking ahead 
to the challenges government would face, and therefore public sector management 
would face, over the next decade. These challenges relate to: 

 the global financial crisis and economic recession, which have given rise to a 
rapid structural deterioration in fiscal forecasts internationally (both for 
government deficits and debt levels) and an greater emphasis in New Zealand 
on the need for ‘better, smarter public services for less; 

 growing concerns about state sector performance and the changes required so 
government can respond to increased complexity within tight fiscal restraints; 
and 

 the increasingly complex nature of many of the big issues government faces 
require ways of working, decision making, production, and service that are 
different from the ways that functioned well in the 20th century. 

The public management system refers to the arrangements by which the country is 
governed and the means by which the policies of the government are formulated 
and then implemented by public sector organisations. The system especially 
focuses on the means by which those organisations are governed, funded, 
managed, and monitored. In the 1980s, New Zealand developed an innovative 
public management model that boldly departed from models founded on a unified 
and life-time career service and monolithic sector-based departments that had 
dominated the delivery of public services. 

These reforms were launched by the election of a reformist Labour government in 
New Zealand in 1984 and were part of a wide-ranging set of reforms that 
challenged the post-war consensus on the role of the state and were (un)popularly 
dubbed ‘Rogernomics’. In different guises and to varying extents, other Anglo-
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American countries underwent similar processes in the late 20th century. When 
the dust settled on these reforms, the state’s role in the market economy had 
decreased with increased commercialisation, the sale of government-owned 
businesses, and more light-handed economic regulation. Outside the market 
economy, the state’s role changed much less. Although changes were introduced, 
their effects were less enduring and, indeed, in some areas, such as social 
regulation, the role of the state expanded. 

Overall, despite rhetoric about the ‘New Zealand revolution’, with the exception 
of the reduced role in the market economy noted above, over the last 25 years the 
size and role of the state has been remarkably stable in New Zealand. To illustrate 
the size of the state, Figure 1 shows how the trend in government consumption of 
non-market goods and services (relative to gross domestic product (GDP)) has 
been was relatively stable since 1984. This figure is drawn from a range of 
measures of the size of the state, almost all of which show a similar pattern (see 
Appendix A). New Zealand is not exceptional in this regard. Similar patterns hold 
for the other ‘old’ countries in the Organisation for Economic Co-operation and 
Development (OECD). This is consistent with the view that the traditional ‘big 
state – little state’ left–right debate on ‘what’ the state does, is now giving way to 
a more sophisticated dialogue on ‘how’ the state undertakes its roles and 
responsibilities. 

Figure 1: Central government final consumption expenditure with linear 
trends before and after 1984 (as a percentage of gross domestic product) 
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Source: GDP Stats NZ series S1NBO1, Central Government Consumption Stats NZ 
Series S2NP3OH 

Project objectives and methodology 

The three main objectives of the Future State project were to: 

 identify the significant public policy issues facing New Zealand over the 
coming two decades; 
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 review the ability of the current public management system (including 
governance, performance management, financial management, and so on), to 
respond to these problems; and 

 identify, as a result of the above tasks, potential areas of research for the EIP 
during 2010–12. 

To identify potential major public policy issues, the project first sought to draw on 
the knowledge of experts by commissioning papers on the major knowns, 
unknown knowns, and unknown unknowns in six domains: social, technology, 
environment, economics, politics, and public management (STEEPP). 

In addition to reviewing the codified knowledge through STEEPP domain experts 
and market researchers, we also accessed the tacit knowledge of a variety of 
New Zealanders with different affiliations (such as Māori and migrants) and by 
engaging in testing conversations in a variety of centres (Auckland, Feilding, 
Napier, and Wellington). This tacit knowledge was tested against the emergent 
knowledge from existing futures work in New Zealand and overseas. The major 
issues identified are in Appendix C. The STEEPP position papers have provided a 
useful input in the preparation of this paper and are available from the Institute of 
Policy Studies. 

It should be noted that the Future State project was not intended to be a review of 
the kind carried out by Schick (1996) or the Advisory Group on the Review of the 
Centre (2001). Rather, the aim was simply exploratory: to capture and synthesise 
existing knowledge and information. This paper summarises the key themes rather 
than exhaustively describing all the trends the project identified. 

New Zealand’s democracy is highly centralised; over 90% of public expenditure 
is allocated through central government. As a result, the discussion of public 
sector management in this paper focuses on the main institutions of the central 
government state sector, namely, public service departments and other non-
trading entities, including statutory Crown entities. That said, although the formal 
management framework in the wider public sector under which local government 
operates is different from the public management system in central government, 
almost all of the issues for central government identified in this paper are equally 
relevant to local government. (For specific challenges facing local government, 
see section 3.) 

Structure of this paper 

In addition to this introductory section, this paper comprises five other sections.  

 Section 2 presents an account of globally occurring phenomena expected to 
influence public policy and management in New Zealand.  

 Section 3 considers issues unique to New Zealand’s heritage and geography 
that need to be assessed for their likely public policy and management 
implications.  

 Section 4 assesses New Zealand’s current public sector management system.  

 Section 5 discusses the changes that will need to be made to the public sector 
management system in light of the long-term major public policy issues facing 
New Zealand, and the opportunities and challenges they present.  
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 Section 6 reflects on the content in the previous sections and discusses further 
research commissioned under the EIP following the Future State project.  

A recommended reading list is provided at the end of each section. 

Three appendices contain supporting information. Appendix A contains historical 
data about how the role of the state has changed during the past 20 years. 
Appendix B explains the methods used in the paper. Appendix C lists the main 
public policy issues this scoping project identified. All references used in this 
paper are listed at the end of the paper. 

Recommended reading 
Bourgon, J. 2009. New directions in public administration: Serving beyond the 

predictable. Public Policy and Administration 24(3): 309–330. 

Norman, R. 2009. The fearless public servant: Tackling public sector dilemmas in 
an era of financial crisis. Paper prepared for the International Public 
Management Network, Seoul, Korea. 

OECD. 2006. Modernising Government: The way forward. Paris: Organisation for 
Economic Co-operation and Development. 
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2 World Change 

The problem with the future is that it keeps turning into the present. 

Bill Watterson, American author of the  
comic strip Calvin & Hobbes 

This section describes some of the major developments likely to occur on a global 
scale in the next two decades that will have an important effect on public policy 
and management in New Zealand. Developments unique to New Zealand are 
described in section 3. 

Almost all accounts of the current international context tell a similar story of a 
more globally connected world, with increasing social interconnections, 
information flows, and economic interdependence. The fast pace of development 
and confluence of technologies (particularly information and communication 
technologies (ICT), genomics, nanotechnology, and robotics) is noted, as is their 
potential to increase productivity, longevity, and well-being on the one hand and 
to introduce new risks and challenges on the other. The twin challenges of climate 
change and the changing age profiles across different regions of the world are 
given prominence in every account. Many observers also mention changes in 
family structures, notions of community, attitudes to authority, and concerns 
about resource constraints and the attendant competition for resources. 

This section discusses: 

 the inescapable global context; 

 the changing balance of power in a multi-polar world; 

 technology; and 

 global scale challenges, including: 

- climate change; 

- changing age profiles of populations; 

- ascendancy of the digital generation; and 

- infrastructure. 

Inescapable global context 

Growing interconnectedness and interdependence mean the global context will 
increasingly affect the texture of everyday life. The financial events of 2008 
demonstrated the extent to which markets are connected and interdependent – 
global changes can be triggered by events in the housing sector of the US 
economy. 

Travel and migration take place on a larger scale than ever before. International 
travel is relatively cheaper, faster, and more available than it has ever been; the 
number of international trips is tipped to reach 1 billion in 2011 (Koldowski and 
Martin, 2008: 21). People move around more, on both temporary and permanent 
bases, and the patterns of migration are changing. The typical migration pattern 
since the end of World War One was characterised by a permanent shift of 
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residence from one country to another, with immigrants acquiring citizenship and 
residency rights in the country of destination (subject to the sovereign right of 
each country to manage its borders). Migration is increasingly being built around 
short-term rather than permanent movements, particularly among the highly 
skilled (Callister, 2009: 4). Continued mobility also occurs as young people find 
employment in a succession of countries (Hawke, 2009: 5). These changes have 
led to populations with increasingly diverse ethnic origins, values, and beliefs. 
Citizens of many jurisdictions are distributed around the globe. 

Historically, the phenomenon of globalisation was a matter of trade, migration, 
and capital dispersion. What is different about modern globalisation is the 
construction of production networks and supply chains, so the process of 
production itself crosses national boundaries. However, modern globalisation is 
also a story of economic geography, with financial and human capital increasingly 
concentrated on large urban centres within each country. 

Two factors are at the core of globalisation. The first is foreign direct investment 
– the ownership of firms and the location to which profits are repatriated. The 
second is the increasing concentration of financial capital (multi-national firms) 
and human capital (mega-cities). This factor has created a world in which there 
are wide flat plains of low productivity and spikes of increasingly high 
productivity in the dense regions of large cities and urban agglomerations that are 
currently hubs for economic growth. 

Economic globalisation, while uneven, is now more prominent in the 
consciousness of people around the world. This is, in part, because of people’s 
increased direct exposure to other countries and cultures, but also because 
peoples’ work and consumption are more interdependent (Hawke, 2009: 2). 

Advances in ICT mean it is both feasible and increasingly common to work 
seamlessly with people located in geographically distant countries, as seen by the 
escalation of the ‘designed in China, made in India’ phenomenon (Engardio, 
2005). 

People’s access to information, sound, and video about geographically distant 
places and the varieties of lives is cheaper, faster, and more available than it has 
ever been (through the internet and social media), as is their ability to interact 
with other people globally (due to internet-based applications). However, this 
increased familiarity with parts of other cultures and their surface manifestations 
does not necessarily mean a deep understanding or tolerance of social structures 
and value systems distinctly different from one’s own, and maintaining social 
cohesion across populations with increasingly diverse values and world views is 
high on the agenda of many jurisdictions. More generally, policy making is 
internationalised as increasingly jurisdictions’ responses are shaped by 
international agreements and international comparisons. 

Changing balance of power in a multi-polar world 

The structure of the world economy has gradually transformed since World War 
Two. The emergence of the so-called BRIC countries – Brazil Russia, India, and 
China – is well known. Less well known are the 13 countries that have 
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experienced real growth of more than 6% per year for periods of 25 years or more 
– all continents are represented in this list (NZIER, 2009: 29). 

The speed of sustained economic growth of China, in particular, stands out. This 
has been called the greatest economic transformation the world has ever seen, 
both in terms of the sheer speed of change and the rapidity of poverty reduction 
(NZIER, 2009: 29). 

Symptoms of the speed, scale, and irreversibility of China’s growth include 
(Engardio, 2005):2 

 the growth of internet connections in homes, which means China is set to 
overtake the United States in broadband connections by 2012; 

 the number of students in higher education (20.2 million), in particular the 
number flowing through into research and their willingness to engage on the 
international stage; 

 the largest foreign exchange reserves in the world; 

 supplying more United Nations peacekeeping personnel (2,100) than any other 
nation. 

Increased economic influence does not inexorably lead to greater international 
political influence, as Japan illustrates (Engardio, 2005). However, most 
commentators agree that humanity is moving from a mono-polar world of pax 
Americana towards a multi-polar world where world institutions and rules of the 
game are increasingly shaped by non-Western world views. 

The greatest uncertainty in the future is the manner in which the [United 
States] manages its decline from the position of sole superpower. The risk 
of major conflict is much less important than the question of how major 
questions in the international community will be managed when power is 
contested much more than it is now. We can be sure that the evolving 
international norms will owe much more too Chinese thinking than has 
been the case up to now. We can expect somewhat more emphasis on 
order and less on freedom.  

Hawke (2009: 3) 

                                                 
2 The observant reader will note this list does not include comparisons of the absolute size of 

the US and Chinese economies, which should always be put in the context of the Chinese 
population being about four times as large as that of the United States. When Chinese gross 
domestic product exceeds US gross domestic product, Chinese income per capita will be on 
average about a quarter that of the United States. For most social and economic topics, the 
average data is more relevant than the aggregate. It is the world of defence and security that 
gives us an emphasis on aggregates. A large aggregate economy can afford battleships and 
other means of power projection even if living standards on average are low. 
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Technology 

The scale and pace of technological innovation in several fields (for example, 
ICT, biotechnology, genomics, nanotechnology, and robotics) will continue to 
increase. Technological developments have already started to radically transform 
the way societies function. What follows is an examination of developments in 
ICT, given its importance to the public sector, and then a closer inspection of 
technological applications in the area of health care. 

Information and communication technologies 

The internet 

Although digital divides persist, the internet has had a phenomenal effect on 
people’s access to information and channels of communication. Across the 
OECD, citizen’s access to government information through the internet has 
increased dramatically.3 A New Zealand example of ICT being used to increase 
people’s access to information is the online encyclopaedia Te Ara.4 Open 
government data has been a major development in recent years whereby 
governments such as those in Canada, Australia, the United Kingdom, and, more 
recently, the United States have committed to releasing government data sets into 
the public domain. These data sets are a valuable resource for individuals, firms, 
and non-governmental organisations to examine, use, and convert into products 
and services. 

Future opportunities and challenges for the internet are significant. A major 
challenge is to ensure the internet remains accessible and free to use. Complex 
public policy issues include information sharing and privacy. The development of 
smart grids and control systems, smart buildings, and transport systems as well as 
the emergence of an ever-increasing array of distributable sensors and devices 
further complicate matters. 

The links between the internet and ICT are enabling creativity and innovation in 
new ways. In turn, these links are reshaping science, research, and ways of 
producing knowledge. An example of global science research collaboration is the 
online research network Mendeley.5 Researchers using Mendeley can find and 
collaborate with previously unknown colleagues in niche interest areas and 
instantly harness multidisciplinary contributions to one area of research. 

Digital content development, distribution, and use are becoming ubiquitous, and 
the internet is becoming rapidly more participative and interactive. The 2008 US 
presidential election was the first to be shaped by the use of the internet. 

                                                 
3 This trend does not apply across the board globally as access to internet-based information 

and communications is still tightly controlled in some jurisdictions. 
4  See Te Ara at http://www.teara.govt.nz. 
5  See Mendeley at http://www.mendeley.com. 
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Box 1: Three-dimensional computer printing  

Manufacturing is on the cusp of a transformation with the advent of 
computer ‘printing’ in three dimensions.6 The speed and versatility of three-
dimensional (3D) production machines virtually eliminate the set-up times 
and costs of conventional manufacturing processes. The rapid prototyping 
that 3D production machines allow significantly speeds up product design 
and testing, and, more significantly, they are starting to be used for high-
end individualised manufacturing (for example, hearing aids). 

In the near future, 3D production machines could be as commonplace in 
homes and offices as printers and photocopiers are today, radically altering 
the patterns of traditional factories and the consumer economy. Fabrication 
materials will still need to move to the locations of production (although 
these will no longer be centralised), but many things may be produced at the 
same location at which they are consumed. Economies of scale may be less 
significant, and physical distances between individual contributors to the 
design of products could be vast. 

3D production machines open up the possibility of a peer-to-peer design 
revolution similar to that that has evolved from the reuse, adaptation, and 
modification of the virtual contents of the Web (Institute for the Future, 
2007b). 

Consumption and production – collapsing distinction 

In a variety of areas, consumers have already moved into the heart of the design 
process by suggesting new products and improvements to existing ones (for 
example, Obo, a New Zealand hockey equipment firm with a passionate 
international community7). Some firms let customers create products online and 
sell them to others (for example, Lego Digital Designer8) or allow customers not 
only to design products, but also to decide which products get produced (for 
example, Threadless Tees9). Beyond consumables, the ‘open source’ mode of 
communal contribution to development, innovation, and problem solving is 
spreading through many domains (for example, Idea Connection10). As a result, 
the distinction between consumption and production is becoming increasingly 
blurred. 

                                                 
6 The term ‘printing’ is a generic term that originally loosely encompassed using a mechanism 

similar to a dot matrix printer to lay down successive layers of a material (for example, resin) 
to create a 3D object or using a laser to cut and fuse layers of powder into a 3D object. The 
term has more recently been extended into biological sciences as the technique has been 
applied to manipulation at and below the level individual living cells. 

7  See Obo at http://www.obo.co.nz. 
8  See Lego Digital Designer at http://ldd.lego.com. 
9  See Threadless Tees at http://www.threadless.com. 
10  See Idea Connection at http://www.ideaconnection.com. 
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Networks and participation 

The ICT-derived changes relating to what and how goods and services (including 
information and ideas) can be produced are also generating a shift in business 
models and practices, with the steady emergence of networks. People aged under 
30 have come of age in a digital era. This is a generation practised in web-based 
participation in many areas of their lives. Further, they are used to reshaping and 
building on the knowledge of others as a matter of course and are experienced in 
giving credence to, and using, socially agglomerated knowledge (for example, 
Wikipedia11). As for involvement in politics, while membership in political parties 
is declining across the OECD, participation in the political process will be able to 
occur through new channels. 

The new wild west 

Daily newspapers and broadcasters are struggling to maintain their privileged 
position as the fourth estate, providing the vigilance that was once thought 
essential for democracy to flourish. The new dynamics of social media and open 
participation, in turn, may create a ‘wild west’ environment with the demise of 
newspapers and free-to-air television as new internet-based business models take 
over (Tapscott, 2009).  

Authenticity may become more questionable as traditionally authoritative sources 
of information are severely challenged by new media (for example, social 
networking sites such as Facebook12 and Twitter13 and blogs). This poses for the 
public sector a significant challenge in determining known and credible spaces for 
public debate in order to develop durable policy. 

A further major challenge in this environment will be managing reputation and 
perception. At present, processes, albeit imperfect, exist for challenging and 
correcting inaccurate or unfair coverage in mainstream media. An established 
profession is concerned with maintaining journalism standards. However, there 
are no equivalent safeguards for new forms of media, and electronic journalism is 
open to all comers. Thus, the information environment is becoming one in which 
anyone can comment on anything and can reach hundreds or thousands, even 
millions, of people without having to meet the professional journalism standards 
of balance and objectivity. 

Splice, slice, and dice from the desktop 

Computing power and storage ability are steadily growing as the cost per unit of 
computational power decreases. Smart grids now allow powerful parallel 
computing. Cloud computing, where computing infrastructure is rented and 
accessed through the internet, permits greater flexibility. These developments 
enable huge or complex data sets to be stored and analysed cost-effectively, so are 
driving the collection of more data and the development of more sophisticated 
analytical methods. Powerful data-mining and modelling systems are being 
developed, often with techniques for combining quantitative and qualitative 

                                                 
11  See Wikipedia at http://www.wikipedia.org. 
12  See Facebook at http://www.facebook.com. 
13  See Twitter at http://twitter.com. 
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information and visualising data to support decision-makers (for example, 
Gapminder14). These capabilities offer huge opportunities for the public sector to 
reconfigure and tailor services. 

Healthcare technologies 

Healthcare technologies are developing rapidly (see Box 2), particularly in the 
area of ICT and medical devices, and becoming more ‘portable, precise and 
personal’ (Vaitheeswaran, 2009: 13). These technologies are starting to change 
how people access and use healthcare services. For example, some technologies 
support patients’ active involvement in monitoring and managing their own health 
and reducing hospital errors. 

Box 2: Healthcare technology changes 

Precision detection 

The ability to more precisely diagnose or detect a person’s health status can 
allow a targeted or personalised response or service for that person. 
Technological advances mean this precision is being enabled to a greater 
level of confidence; in other words, evidence-based models can replace 
human judgement. Examples include computer-based decision-support 
systems that assess risk and pharmacogenomics that are used to help 
optimise cancer treatments. 

Personal genomics 

Knowing the complete DNA sequence of the human genome is becoming 
increasingly significant as more studies become available showing clear 
relationships between specific genetic variants and diseases. Personalised 
(partial) gene sequencing is now available to individuals for less than 
US$500, sometimes as little as US$100. Full genome sequencing continues 
to fall in cost, with services expected to be available for US$5,000 in 2010 
(see, for example, Complete Genomics15). Several companies (for example, 
BioNanoMatrix16) are striving for a $100 genome sequencing service within 
five years. 

Although marketed for its educative and social, rather than clinical, benefits, 
personal genomics is one of the technologies challenging traditional doctor–
patient relationships. In the United States, 15% of doctors have had patients 
come to them with their sequenced genome, but most doctors have had no 
training and have no established practice for responding to this situation. 

Common features 

A common feature in these examples is the way health technologies are 
developing to enable not only the collection of more sophisticated biophysical 
data, but improved patient accessibility to data. In this sense, the 
technologies are enabling a shift in the locus of control of health information 
from health practitioners to individuals. This raises opportunities and 
challenges for health services. 

                                                 
14  See Gapminder at http://www.gapminder.org. 
15  See Complete Genomics at http://www.completegenomics.com. 
16  See BioNanoMatrix at http://www.bionanomatrix.com. 
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E-health, or telemedicine, facilitates remote or portable healthcare enabled by 
technology. Systems being trialled include home-based health monitoring (for 
example, for heart conditions). These systems provide an early warning of a 
deterioration in the condition being monitored and can prevent the need for 
hospital admissions. Mobile phone–based smoking cessation support is another 
example of a technology-enabled healthcare advance. Unified personal healthcare 
records, where individuals ‘keep’ their own healthcare records, typically on a 
secure web server, and share information with healthcare practitioners as need be, 
are an important platform under development. These advances in record storage 
and access have the potential to help with the migration of more health care into 
the home. The development of computer-based decision-support systems to 
predict and detect disease is discussed in Box 2. 

Global scale challenges 

Climate change 

Many countries and international institutions have identified climate change as the 
greatest long-term threat facing humanity today. Climate change does, indeed, 
present a massive problem to governments around the world. The potential 
monetary costs of failing to reduce greenhouse gas emissions have been estimated 
to be as high as 20% of the world’s gross domestic product (UK Government, 
2009). In terms of human suffering, Boncour and Burson (2009: 16) have noted 
that approximately 200 million people will be displaced by 2050 due to the effects 
of climate change. This number is staggering and is equivalent to the world’s 
current annual number of refugees and international migrants in a typical year 
(Boncour and Burson, 2009: 16). 

Over the shorter term, it is the impact of the policy response to climate change 
that will have the most significant effects. Although every country will be under 
pressure to comply with international agreements, it has been difficult to reach 
binding commitments, especially agreements that include developing countries. 
Countries have the (understandable) tendency to put the needs of today ahead of 
the future costs of climate change. In this context, the change to a lower carbon 
economy is a necessary imperative and a serious challenge, affecting jobs, living 
patterns, and consumption patterns today to ameliorate the predicted effects. 
Alternative energy technologies will increasingly be rolled out commercially, but 
these will be inadequate to achieve the low-carbon economy that would achieve 
the emissions reductions required to stabilise greenhouse gas concentrations 
(National Intelligence Council and Office of the Director of National Intelligence, 
2008: viii). 

Changing age profiles of populations 

The number of people aged 60 and over in the world tripled over the past 
50 years; it will more than triple again over the next 50 years, but the proportion 
of older people within countries and regions is not equally distributed (United 
Nations, 2002: 11–12). In general, more developed countries have larger 
proportions of older people than less developed regions have. Europe has the 
largest proportion of older people, with 37% of the European population projected 
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to be aged 60 or over in 2050. In contrast, only 10% of the population of Africa is 
projected to be aged 60 or older in 2050 (United Nations, 2002: 12). 

Many of the accounts of ageing populations highlight the ‘fiscal burden of 
ageing’, referring to the combination of reduced labour force participation, 
increased pension or social welfare entitlements, and increased healthcare costs 
(National Intelligence Council and Office of the Director of National Intelligence, 
2008: 21). In contrast, the bulges of juvenescent populations, in a crescent from 
the Andean regions of Latin America, across sub-Saharan Africa, the Middle East, 
and the Caucasus, and into the northern parts of South Asia, have been referred to 
as an ‘arc of instability’, associating populations with large proportions of young 
adults with the emergence of political violence and civil conflict (National 
Intelligence Council and Office of the Director of National Intelligence, 2008: 21–
25). Ageing populations have implications well beyond pensions and welfare. Just 
as the generation of baby boomers challenged every social institution it 
encountered, so is the ageing population likely to reshape the concepts and lived 
experience of retirement and old age. 

Ascendancy of the digital generation 

The generation born in the 1980s, at the same time as the internet migrated from 
elite research institutions to houses and offices, is now moving into management 
roles and positions of influence (see Box 3). Although cohort-based definitions 
are notoriously unstable and difficult to ‘prove’, a variety of accounts suggests 
this cohort’s values, world views, and default ways of working are significantly 
different from those of the generations born in the 1960s and 1970s (Hamel, 2009; 
Institute for the Future, 2007c; Huntley, 2006).  

The generation born in the 1980s is characterised as being more confident, 
collaborative, and at ease with incorporating technologies into its work practices 
and less cynical than the generation before it. Although expecting uncertainty as 
part of its operating context, the generation born in the 1980s is more confident in 
its own agency and more optimistic about its ability to effect change towards its 
goals. The quality of an individual’s contribution and the style in which it is made 
(‘authenticity’) is valued more highly than hierarchical status, and working with a 
variety of other people to create solutions is the norm. In the private sector and 
some professions, this generation is already starting to reshape the way business is 
done, innovating as a matter of course and disrupting expectations of orderly 
progress to the top through existing hierarchies. 
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Box 3: Generation Y  

Gary Hamel (2009) has compiled a list of 12 work-relevant characteristics 
that tomorrow’s generation Y employees will use as yardsticks. Of particular 
interest to the public sector are two characteristics: contribution counts for 
more than credentials and power comes from sharing information. 

‘Contribution counts for more than credentials – none of the usual status 
differentiators (position, title, and academic degrees) carries much weight 
online. What counts is not your resume, but what you can contribute.’ 

‘Power comes from sharing information, not hoarding it. The web is a gift 
economy. To gain influence and status, you have to give away your expertise 
and content. And you must do it quickly; if you don’t, someone else will beat 
you to the punch and garner the credit that might have been yours. Online, 
there are a lot of incentives to share and few incentives to hoard.’ 

The other characteristics are all ideas compete on an equal footing; 
hierarchies are natural, not prescribed; leaders serve rather than preside; 
tasks are chosen, not assigned; groups are self-defining and self-organising; 
resources get attracted, not allocated; opinions compound and decisions are 
peer-reviewed; users can veto most policy decisions; intrinsic rewards 
matter most; hackers are heroes. 

Transparency 

Since the 1970s, there has been a step change in access to information with a 
marked increase in openness and transparency. Across the OECD, almost all 
governments have changed the default setting for official information from 
‘withhold’ to ‘release’. As discussed, public access to official information has 
been made easier by the increasing use of the internet to disclose government 
information. 

The movement to open access to data is taking expectations of transparency even 
further. In the political domain, websites such as that of TheyWorkForYou pull 
together data on the performance and funding flows of members of the British 
parliament to increase political transparency.17 

Firms are under increasing pressure to provide not just the financial information 
required by regulation, but information about their ethical and environmental 
performance. Likewise, charities are being challenged to disclose the proportion 
of donations going to the front-line and the proportion being used for 
‘administration’. 

This trend for greater transparency will shape the operating context for 
government, businesses, and non-governmental organisations over the coming 
decades. Business literature describes this shift as pivotal, with accounts such as 
Great to Good (Collins, 2001), charting a trajectory from profit-driven expansion 
to ethics-based value creation. 

                                                 
17  See TheyWorkForYou at http://www.theyworkforyou.com. 
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Infrastructure challenges 

The OECD has questioned the long-term viability of current business models for 
electricity, water, rail, and urban public transport and raises the need to develop 
new models for investment and financing of infrastructure. There may be even 
more problematic issues around the investment and financing of infrastructure for 
intercontinental connection such as ports, airports, and pipelines (OECD, 2007). 

Looking further out 

The themes discussed above are common in many accounts of current world 
trends and conventional environmental scans. Programmes and institutions that 
look further out have identified three other areas of change or interest: intangible 
assets as creators of future value, the space economy, and extreme longevity. 

Intangible assets as creators of future value 

Human ingenuity has long been recognised as the significant creator of value. The 
interactions of intangible and tangible elements in managing production chains 
have changed over time with human skills and judgement becoming ever more 
important.  

The Institute for the Future (2007a) has identified that many influential investors, 
seeking improved ways to detect undervalued companies, have identified 
intangible assets as increasingly important signals of future value. New tools have 
emerged for quantifying these sources of value.  

The Institute for the Future posits that as people become more aware of increasing 
uncertainty and vulnerability, they look at intellectual or social capital as drivers 
for protecting their surroundings. The Institute for the Future suggests new 
measurement tools and new ways of signalling value will emerge and new 
institutions will grow to support these new tools. 

The space economy 

The OECD has identified space as a widely overlooked contributor to resolving 
global challenges, such as climate change, the protection of natural resources, and 
the health and education divide between developed and developing countries. 
Case studies are under way on the potential of earth observation systems to 
reinforce initiatives aimed at sustaining the world’s fresh water resources and 
protect marine resources (OECD, 2009). 

Extreme longevity 

An increasing number of scientists are working to uncover the biological clues as 
to why we age and what we can do about it. The time-frames for breakthroughs 
are uncertain, but work in the coming decades could lead to radically extended, 
healthy lives. This stream of work and the changes it could bring are not factored 
into demographic projections for ageing populations. As a generation, the baby 
boomers have transformed every institution they faced. This suggests ‘boomers’ 
will transform conceptions of retirement, ageing, and attitudes to physical decline 
and death. 
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3 New Zealand Context 

When it comes to the future, there are three kinds of people: those who let 
it happen, those who make it happen, and those who wonder what 
happened. 

John M Richardson Jr 

Section 2 identified the powerful global forces that even the largest nations can do 
little more than react to over the next 20 years. New Zealand’s place in all of this, 
like most countries, is largely as a future-taker. We face similar challenges to 
others (such as an ageing population, increased diversity of populations and rising 
demands on government); the only difference is the extent of the shift. There are 
some factors, however, that they are unique to New Zealand’s heritage and 
geography. This section starts by describing physical and environmental factors 
and then political social and economic factors affecting New Zealand. 

Physical and environmental factors 

New Zealand – remote, large, and small 

Oceanland 

New Zealand is both a large and a small country; with the world’s fourth largest 
exclusive economic zone, New Zealand has a moderately large overall land mass, 
but a relatively small population and economy. Around 96% of New Zealand 
(including its exclusive economic zone) is under water, but only 3% of New 
Zealand’s gross domestic product comes from the marine economy. 

In the face of growing international demand for resources, the marine economy is 
becoming an increasingly valuable asset. The continental shelf (that is, the seabed 
that comprises the underwater extension of New Zealand’s land mass) contains a 
large proportion of New Zealand’s biodiversity, some of which is threatened by 
unsustainable fishing practices, pollution, and the acidification of the oceans as a 
result of greenhouse gas emissions. Ocean surveillance over vast distances at 
relatively small cost is being made possible with the recent and rapid development 
of global sensor networks and global collaborative platforms (for example, 
‘planetary skin’ (Castilla-Rubio and Willis, 2009)). These developments are also 
enabling the continuous, real-time monitoring of physical and chemical 
characteristics of oceanic environments. To take advantage of these developments 
and get the most from its ocean resources, New Zealand needs policies and 
institutions to develop its ocean ‘farm’ in a sustainable way.18 

                                                 
18 Since 2005, Land Information New Zealand has led a multi-agency programme, Oceans 

Survey 2020, to map New Zealand’s ocean ‘farm’, including the continental shelf. Work 
largely ceased on developing an oceans policy while a policy debate was under way about the 
ownership of the foreshore and seabed, and new initiative funding has ceased for Oceans 
Survey 2020 projects. 
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Urban sprawl 

New Zealand has always been a relatively urbanised society, but with a 
population of just over 4 million and a moderately large land mass (the size of 
Britain or Japan) its population density is low. 

New Zealand’s urban settlements are highly dispersed with many of its cities and 
towns having large physical footprints. The Auckland region, in particular, is the 
size of many much more populous world cities, spreading 70 km from north to 
south. This has major implications for transportation systems, travel times, and the 
cost of moving goods and people. 

Gondwanaland – unique fauna and flora 

New Zealand separated from the continent of Gondwanaland 50 million to 
80 million years ago. This separation occurred before the evolution of mammals 
and modern flora and fauna, and only those species already present or that could 
fly or swim here became established. Because of this early physical history, many 
of New Zealand’s flora and fauna occur naturally in only New Zealand, which 
makes them particularly vulnerable to extinction. The flora is distinctive with 
many trees still closely related to Gondwana forests (for example, beech, 
podocarps, and ferns). Fauna have evolved to reflect the absence of mammals, 
with many birds living safely on the ground (some of which eventually losing the 
ability to fly). The next section discusses how this raises the challenge of 
competing values. 

Competing values 

Rare flora and fauna on land and sea will be an ongoing source of values-based 
disputes. In particular, conflicts arise between those who advocate economic 
development and those who advocate conservation. Increasing wealth, leisure, and 
urbanisation have led to increasing value being place on preserving the remaining 
forests and their landscape. The distinctive physical environment is an important 
component of the country’s tourism industry. Access to mountains, bush, beaches, 
rivers, and lakes is part of New Zealanders’ identity. Balancing against this access 
are the rights of private property owners to exclude others and Māori traditions of 
common ownership. Reaching durable agreements about the nature and extent of 
sanctioned activities that threaten (especially endemic) species and ‘untouched’ 
environments will be an ongoing challenge. 

Climate 

New Zealand’s position in the southern ocean, together with its mountainous 
landscape, results in the country capturing abundant rainfall and having a 
relatively stable, temperate climate with many diverse micro-climates. Although 
New Zealand’s ex-forest soils are inherently thin and nutrient poor, many valleys 
and river systems have rich alluvial soils. These soils, together with technology 
(in the form of fertilisers and farm management practices), deliver a wide variety 
of agricultural and horticultural possibilities.19 

                                                 
19 The consequences of nutrient run-off into waterways, estuaries, and the coast, soil degradation, 

and the need for more efficient water allocation and use regimes should be noted in this 
context. 
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New Zealand’s temperate climate and abundant rainfall are expected to continue 
for the next two decades, although progressive climate change will alter some of 
the patterns seen over the past 150 years. Climate change may moderate the 
climate in some areas, but it is expected to exacerbate the frequency and duration 
of drought conditions in others and increase the frequency and intensity of storms 
leading to more intense flooding. Overall, however, the impacts of climate change 
on New Zealand are expected to be minor over the next 50 years compared with 
the effects in much of the rest of the world. Australia already has major water 
scarcity and salination problems, and much of the Pacific is vulnerable to 
relatively small rises in sea level, as are coastal and delta cities. The faster pace 
and the greater impact of climate changes in other regions may put New Zealand 
under pressure to participate in international consortia that seek to respond to 
major challenges such as those experienced by Bangladesh and increased climate-
driven migration to New Zealand, in particular from affected parts of Polynesia 
and Australia. 

Political, social, and economic factors 

Moving beyond Treaty of Waitangi settlements 

The Treaty of Waitangi and its evolving constitutional status is unique. As 
historical Treaty grievances are settled, iwi are increasingly focusing on economic 
and social development. However, the extent to which iwi investments contribute 
to social development remains to be seen. 

Iwi organisations have grown more sophisticated and capable. However, iwi vary 
considerably in terms of the size and nature of their resource bases; their access to 
professional skills for wealth creation and governance; and the emphasis placed 
financial, social, and cultural development. Priorities differ among iwi, on social 
development. Where is the line between the responsibilities of the state and those 
of iwi? As a further complexity, a significant minority of Māori, including some 
of those most disadvantaged in society, are outside iwi structures.20 

Treaty settlements mean iwi can increasingly focus their attention on wealth 
generation and distribution. Institutional arrangements will continue to be needed 
so Treaty-related disagreements can be worked through – whether related to 
intellectual property, the foreshore and seabed, the radio spectrum, or governance 
of the Auckland region. 

Many Treaty settlements provide for multiple roles in relation to natural 
resources. Iwi want to develop their natural resources but settlements also 
recognise their roles as guardians, co-managers, and, at times, regulators of 
development, either on their own or in partnership with the Crown. How will 
these roles work together or are they in conflict? 

Political and constitutional 

The New Zealand political story, at least from the mid 19th century, is that of a 
neo-colony – a ‘better Britain’ – slowly drifting away from the mother country 
politically, economically, and culturally. New Zealand’s political story is also a 

                                                 
20  In the 2006 census, 17% of Māori ( by decent) reported no tribal affiliation 
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story of resilience. New Zealand is one of few countries that have experienced an 
uninterrupted succession of democratically elected governments for more than 
150 years. This resilience is based on continuous adaptation and change to New 
Zealand’s constitutional arrangements (and an absence of foreign invasions). As a 
result, the country has moved away from the Westminster model with a series of 
incremental but significant steps such as the abolition of the Legislative Council 
in 1949, the passage of the Official Information Act 1982 and the New Zealand 
Bill of Rights Act 1990, the introduction of mixed-member proportional 
representation in 1996, and the abolition of the right of appeal to the Privy 
Council and the associated establishment of the Supreme Court in 2003 (James, 
2008). 

Sensitivity around the Treaty of Waitangi (and the risk of a political backlash) 
suggests changes to constitutional arrangements will continue, but on an 
incremental and pragmatic basis with the Treaty retaining an ‘opaque’ legal status. 
Constitutional issues of varying degrees of significance are under debate, 
including moving to a republic, modifying the system of representation or 
radically reforming the electoral system, changing the regulation of electoral 
finance, and enacting a written constitution that would be the supreme law. Aside 
from these issues, incremental adjustments to constitutional arrangements will 
continue in response to globalisation and the internationalisation of policy 
development. Developments in the south Pacific may require reconsideration of 
the legal status of Tokelau, the Cook Islands, and Niue. Several drivers are likely 
to reinforce the constitutional evolution under way: the generational shift in 
leadership from the baby boomers to generations X and Y, the first cohort of 
Māori leaders taking up leadership positions after Treaty-settlement processes, the 
increasing proportion of Asian peoples in New Zealand’s population, and the 
increasing importance of linkages with Australian institutions. The cumulative 
effect of these incremental changes will be a further moving away from post-
colonial political and constitutional arrangements. 

Demography and migration 

Colonesia to PolynAsia 

In the first 150 years of New Zealand’s European colonisation, immigration 
favoured people from Anglo and European countries. Over time, New Zealand 
has changed from ‘Colonesia’ to ‘PolynAsia’ as the source of migrants shifted to 
include western Polynesia (for example, Fiji, Samoa, Tonga, and the Cook 
Islands) and new arrivals from the Indian subcontinent and eastern Asia (for 
example, India, China, Korea, and the Philippines). The proportion of New 
Zealanders with Māori, Asian, and Pacific affiliations is projected to continue to 
increase because of migration and higher (but still declining) fertility rates 
compared with the rest of the New Zealand population (Statistics New Zealand, 
2008). 

Movement across the country’s boundaries is significant. New Zealanders have a 
high and increasing propensity for international travel and migration both inwards 
and outwards. Around one-fifth of New Zealanders are overseas at any one time, 
which proportionally is one of the largest expatriate populations in the developed 
world. A relatively large proportion of the population was born overseas 
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(FutureMakers, 2010), and New Zealand has one of the highest through-migration 
rates of any OECD country (Travel Agents Association of New Zealand, no date). 

Values, participation, cohesion, and identity 

Internationally, the rise in the relative economic and political power of China and 
India is expected to challenge Māori and Anglo-European values. As New 
Zealand responds to the changing geopolitics, New Zealand culture and values 
will also adapt. 

Migration brings an increasingly diverse range of religious beliefs into New 
Zealand with some communities’ beliefs at tension with those of a largely secular 
state. 

Migration can also bring strong economy-wide benefits for countries that receive 
migrants by providing skills that are otherwise scarce and providing connections 
into new markets, benefiting exports. 

Migration also generates higher revenues that outweigh spending impacts for 
government, and can improve domestic investment and consumer spending, 
depending on the skills composition of the immigration inflow. These factors 
improve real gross domestic product and real gross domestic product per capita 
(Nana et al, 2009). 

Refugees’ settlement experience is affected by English language ability and being 
with family, but other important factors are having paid work, having access to 
responsive education, and being treated fairly (Department of Labour, 2009). If 
settlement is handled well, these communities can add to the diversity and 
resilience to the society; if settlement is handled badly, alienated, disconnected, 
and destructive factions can be created. 

Young cities, old towns 

The Auckland region is projected to account for 60% of New Zealand’s 
population growth to 2031, by which time the region will be home to almost 40% 
of the population, and it will be a much younger population, on average, than in 
the rest of New Zealand: the Auckland population’s median age will be 37.7 years 
compared with 42.9 years in the South Island. (Statistics New Zealand, 2010). 

In two decades’ time, two population changes will converge: young people will be 
concentrated in densely populated regions, in particular Auckland, but also 
Hamilton, Palmerston North, and Dunedin, and larger proportions of older people 
will be in retirement zones such as the districts of Kapiti Coast and Marlborough. 
Even within these districts, the population is expected to become more 
concentrated in the townships, leaving the outlying regions sparsely populated. 

The substantial differences in age, location, expectations, wealth, and, 
consequently, values between the youthful zones and the rest of New Zealand will 
pose major public policy challenges. 

The social and economic challenges from this population concentration and 
ageing are predictable. One challenge with social, economic, and political 
dimensions will be ensuring sufficient resources (primarily for education) flow to 
the young, who, typically, have less political clout than older people. Another 
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challenge will be to match changes in demand by shifting resources from 
declining and sparsely populated regions to growing and more densely populated 
regions. Schools, for example, will need to be closed in some parts of the country, 
so resources can be allocated equitably across the entire country. Bridging gaps in 
values between the youngest, and increasingly economically active population, 
and the rest of New Zealand will have political and electoral dimensions as well. 

Box 4: Auckland agglomeration and governance  

‘Innovations occur disproportionately in large cities. Agglomeration is 
associated with higher wages, rents and productivity’ (Crawford, 2006: 13). 

The Auckland region is New Zealand’s largest population concentration and is 
the current focus of local government reform. An opportunity exists to 
change the region’s governance to better support growth in productivity and 
incomes. To better harness the Auckland region’s economic potential, current 
infrastructure problems need to be addressed. However, current debate 
shows that many people perceive local government as something more 
personal and more community-focused than simply a mechanism for 
generating wealth. 

In areas of dense economic activity, a variety of benefits can arise that lead 
to increased productivity and incomes. The returns to urban conglomeration 
include lower transport costs, lower costs to move people between firms, and 
a faster flow of ideas. Agglomeration also supports informal learning 
mechanisms (leaning by doing) that generate higher productivity. Denser 
labour markets are another characteristic of high-productivity 
agglomerations, and such markets typically feature lower transaction costs 
(less searching, matching, and bargaining). Face-to-face transactions are still 
crucially important (even in the internet age) for generating higher income 
and productivity. 

The Auckland region contains the largest concentration of the New Zealand 
population. Over the next two decades, greater productivity benefits are 
likely to accrue to firms and workers in the region than in other regions 
(McCann, 2009). Most of the world’s most-productive cities are between two 
and five times larger than the greater Auckland region. 

Despite New Zealand’s strength in primary production and the quality of New 
Zealand’s institutional and policy frameworks, the country’s small economy 
and relative isolation are not conducive to economic growth. Potentially, the 
economic powerhouse of New Zealand’s future will lie in the Auckland–
Hamilton–Tauranga triangle, which incorporates commercial, agricultural, 
and exporting hubs and hosts more than half of New Zealand’s population. It 
is also likely that even the Auckland–Hamilton–Tauranga triangle will not 
become a mega-city by world standards, but may become a hub servicing a 
mega-city elsewhere in Asia. 

Local governance 

The 1989 local government reforms introduced sharp across the board changes to 
all local governments. Looking ahead local governments are expected to develop 
in a wide variety of arrangements across the country. The process is already under 
way whereby Auckland will have different governance arrangements from much 
of the rest of New Zealand (see Box 4).  
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At the same time, some smaller local governments may be pressured to join 
together on shared infrastructure services (for example, stadiums and water 
systems). With two-fifths of New Zealand’s district and town councils projected 
to have smaller populations in 2031 than they have today, the choices for local 
governments will become stark: merge, collaborate, or accept a downward spiral 
of declining revenue base and services until they go bust. And who would merge 
with a heavily indebted district council? The current mechanism for merging 
relies heavily on willing parties, so may prove inadequate in the future (Local 
Government Commission, 2003). The changes in Auckland will foreshadow new 
approaches in other local governments, as clusters of local authorities explore 
options and mechanisms for collaboration and merger.21 

Young country, old people 

New Zealand faces a significant ageing population (see Figure 2), although the 
forecast change in the population structure to 2050 is smaller than in all but two 
other OCED countries. Population ageing has important implications for the fiscal 
position and for the labour market with potential workforce shortages. Currently, 
25% of government spending is on the 12% of the population aged 65 and over 
through superannuation and health care (The Treasury, 2009a). As life expectancy 
grows and the proportion of the ‘young old’ (people aged 60–80) increases, the 
fiscal cost of the current political bargain on national superannuation (66% of the 
average wage at age 65) is increasingly unsustainable. Figure 2 shows how, in 
1950, the ratio of people aged 15–64 (the working age population) to those aged 
65 and over was 7: 1, but by 2050, this dependency ratio is projected to be around 
2.5: 1. 

Figure 2: Dependency ratios, 1950, 2000, and 2050 

 
 
Source: Statistics New Zealand 2010 

                                                 
21 Territorial local authorities in the Wellington region and the Waikato are already working on 

these issues. These activities are in addition to the establishment of local authority shared 
services agencies, such as BOPLASS, which a cluster of territorial local authorities in the Bay 
of Plenty (including Taupo) own and operate. 
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24 
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The other issue is the political sustainability of a payment to older people that is 
linked to wages while at the same time welfare payments are linked to prices. The 
Treasury’s medium-term projections show that with current policy settings, 
payments per superannuitant could increase 66% relative to the payment per 
beneficiary by 2049 (The Treasury, 2009a: 31). 

More people are continuing to work beyond the age of entitlement to 
superannuation, but the nature of this change is not yet clear. Health and mobility 
influence the degree to which older people continue to offer their labour, as will 
the willingness and capacity of employers to take advantage of older peoples 
labour. Older people have widely varying levels of health and disability. Carers 
for people with disabilities and infirm people are in short supply, so migration 
solutions to this problem will be more necessary over forthcoming decades than 
they are now. Reducing or delaying frailty over the last quarter of people’s 
lifespan, so more people are well and able, would increase the period of life over 
which earning is possible and might reduce social isolation for some older people 

Different generations will have quite different responses to ageing starting with 
the baby boomers. The boomers have re-shaped virtually every social institution. 
They are also likely to change the nature of retirement, especially with the 
technological supports for disability that are increasingly available, and attitudes 
to dying. . 

Looking further out, today’s 20-year-olds will be 60 in 2050. The personal life-
style choices about diet and exercise that this generation makes today and the 
policy settings on education and employment will affect the life-time health and 
work force participation of this generation too. However, political debate on the 
issues that population ageing raises has failed to get much traction beyond raising 
the age of eligibility for superannuation to 65 years.22 

Size and location – connected but shallow and struggling 

As a small economy that is further from its nearest neighbour than any other 
developed nation in the world, New Zealand must overcome two linked 
challenges to the size and strength of its economy. 

The first challenge is that a small population inevitably means a small domestic 
market. Therefore, to grow, firms must begin to export at an earlier stage in their 
development than comparable firms in more populous countries. Innovation is 
known to have a substantial impact on wealth creation, as are knowledge spill-
overs, but the evidence suggests spill-overs are more likely in large urban 
agglomerations, where there is scope for higher levels of face-to-face exchange of 
ideas (Glaeser and Gottlieb, 2009). 

The second challenge is that in a small economy, it is more difficult to capture the 
benefits of innovation than in a larger economy, because a start-up firm has fewer 
people to work with and fewer households and other firms to engage with. New 
Zealand’s poor savings record and shallow capital markets also make it more 
difficult for firms to adopt new technologies that increase productivity (The 
Treasury, 2008a). 

                                                 
22 Superannuation policy in New Zealand seems consistent with Blinders’ law – the better 

understood a policy is, the less likely the political process is to get to grips with it. 
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Internationally, distance from markets has been associated with less trade: 
doubling the distance reduces trade by 90% (Leamer, 2007). For more than a 
century, New Zealand and Australia were the only two countries to have bucked 
the rule. Initially, New Zealand and Australia could do this because refrigeration 
enabled the export of meat and dairy products (Lattimore et al, 2008). Over the 
last 50 years, despite New Zealand’s successful diversification of export markets 
and product ranges, New Zealand’s share of world trade has slowly shrunk. The 
OECD has calculated that the distance from New Zealand to world markets has 
reduced its gross domestic product and productivity by 10%. Ten percent is 
roughly half the gap between New Zealand’s gross domestic product per capita 
and that in similar-sized OECD countries such as Denmark and Finland. 

Looking ahead, the combination of real-time, collaborative web-based 
technologies with three-dimensional replication may alter the distance–trade 
equation. Innovation may be driven by virtual, as much as geographic, hot spots, 
economies of scale may no longer be so significant, and distances between 
individual contributors may be irrelevant. The productivity gap between 
New Zealand and its major trading partner’s needs to be tackled in today’s 
context. New Zealand also needs to be sufficiently alert to changes in the 
underlying dynamics of that gap, so it can take advantage of those changes as they 
emerge. 

Policy-makers are increasingly concerned about the productivity gap between 
New Zealand and its major trading partners, because it foreshadows further 
decline in New Zealanders’ relative standard of living. Although New Zealand’s 
productivity is increasing, it is not increasing as strongly as productivity in 
Australia, the United States, the United Kingdom, China, and many other trading 
partners. A lower rate of productivity growth means that a given level of 
investment results in correspondingly lower economic growth. Over time that 
results in a fall in relative wages, making it even more difficult for employers to 
recruit and retain high-skilled workers. 

Likewise, a lower rate of productivity growth reduces New Zealand’s ability to 
provide the health, education, superannuation, and other government services 
New Zealanders expect. As government-provided services are increasingly 
globalised in areas such as health and tertiary education, New Zealanders will 
expect similar service standards to those in other wealthy nations. If a 
New Zealander earns less per hour in paid work than someone in a competing 
nation, the New Zealander will be less likely to be able to afford to buy a basket 
of goods and services than the person in the competing nation. Although the 
public sector has substantially improved the quality and efficiency of its delivery 
of goods and services over the past two decades, citizens expect more efficient 
and more personalised services. Meeting service level expectations will become 
increasingly difficult, in part because of the affordability problem discussed in 
section 4. 
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Summary 

This section has identified challenges and opportunities facing the public sector, 
including: 

 an increasingly complicated and unstable geopolitical environment regionally 
and internationally; 

 policy making becoming internationalised with domestic policy settings 
increasingly shaped by international agreements; 

 technological developments that will rapidly transform what is possible; 

 a population that is older and more diverse than it is today; 

 population concentration in particular in the north with half of all New 
Zealanders living within the Auckland–Hamilton–Tauranga triangle; 

 increased expectations of transparency; and 

 a need to respond to faster, less-predictable changes. 

The next section reviews the current state of the state to respond to these 
challenges in the face of a deteriorating fiscal outlook where the state sector will 
be required to operate under significant fiscal restraint. 
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4 Current State of the State 

[T]he current public management system provides a reasonable platform 
but needs significant shifts in emphasis to meet more effectively the needs 
of Ministers and citizens.  

Advisory Group on the Review of the Centre (2001: 6) 

The innovative public management model New Zealand developed in the late 
1980s was a bold departure from the unified life-time career service and 
monolithic sector-based departments that had dominated the delivery of public 
services. New Zealand was then, and remains, one of the most comprehensively 
reformed state sectors; a result of the rapid deployment of prescriptions 
subsequently called ‘new public management’ (Hood, 1991). Many countries 
have since adopted similar reform techniques such as accrual accounting, strategic 
planning, performance measurement, and contract-based appointments for chief 
executives, but New Zealand remains ‘an outlier … [that] has generated more 
fascination than emulation’ (Schick, 2001: 2). 

More than 20 years on from the public management reforms, and despite 
numerous reviews and much rhetoric, the formal New Zealand public 
management model is largely intact. The model has been modified to include 
broader declarations of strategic intent and analysis of capability, but it is 
essentially a business unit model based on ‘management by objectives, a system 
Peter Drucker codified from research at General Motors in the 1940s (Drucker, 
1964). Market-like techniques were used to achieve rapid reform in a state sector 
that had been dominated by processes that favoured life-time careers within 
traditional bureaucracies. 

Competing values 

In the terms used in Cameron et al’s (2006) competing values framework (see 
Figure 3), New Zealand reformed a system based on clan and hierarchy by using 
market and network methods to introduce flexibility, innovation, and 
responsiveness. Each of these quadrants has strengths and weaknesses. The 
pressure for reform in New Zealand was based on perceptions that the traditional 
career-for-life public service had become so strongly clannish that it was like an 
‘irresponsible country club’ and strong hierarchies had created frozen 
bureaucracies that were reluctant to change. Glide Time, a play in 1976 and 
television series in the 1980s, satirised the clan and hierarchy of a stores section in 
a government department, capturing the essence of public and political unease 
about public sector performance. 

The management reforms of the late 1980s abolished the unified public service 
and shifted the locus of control to chief executives and their departments. 
Ministers were given greater responsibly for articulating objectives and selecting 
interventions. Conglomerate departments were disaggregated into multiple 
standalone public organisations. Policy and delivery functions were separated 
with the aims of sharpening policy advice, making policy advice more 
independent, and providing stronger oversight of delivery organisations. Today, 
despite rhetoric about the need to reduce fragmentation, some recombining of 
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functions in sectors, and the splitting up of organisations in other sectors, New 
Zealand continues to have very many small and very few large public 
organisations.23 

Figure 3: Competing values 

 

Source: Cameron et al (2006: 66) 

                                                 
23 Interestingly, most of the countries with high-performing governments shown in Figure 4 

have a relatively ‘fragmented’ public sector with large numbers of organisations. Whether this 
is a correlation or causation is beyond the remit of this paper. 
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Box 5: Competing values 

The competing values framework provides a well-researched diagnostic that 
reminds us that organisations (and systems) are as much social 
arrangements and relationships as they are structures. The framework was 
developed in the early 1980s, and has been expanded considerably in recent 
years by its founders, a team largely from the Management School at the 
University of Michigan. The framework links well to the concept of ‘public 
value’ (Moore, 1995), which has become increasingly influential as a way to 
define the distinctive strategic context of public organisations. Public value is 
a public sector counterpart to the expectation that privately owned 
organisations will return a bottom-line profit to their investors and owners. 

The ‘bottom line’ for public organisations is to provide the best possible 
public return for both the investment of public money and the authorising of 
strategies that frequently involve the power of the state to regulate and 
control. What constitutes public value is an often strongly contested debate 
involving political and social values. Those values the competing values 
framework highlights prompt a small number of fundamental choices about 
values, ‘none of which can be ignored and all of which have to be satisfied to 
some extent to achieve excellence in public service’ (Talbot, 2008: 3).  

The competing values framework can be applied at different levels, for 
example, to individual leadership, organisations, and, as in this paper, a 
system as a whole. Any one of these levels contains a mix of competing 
values. In senior management teams, for example, a human resources role 
focuses on the clan issues of commitment and the development of people. 
The accounting and legal specialists advise on hierarchy-based control and 
efficiency. Marketing and research and development specialists work 
externally to create new products and services. Production-focused 
managers deliver current products and services. 

The proposition of the competing values framework is that effective 
organisations (and systems) are those reconcile and harness the tensions of 
the competing values, rather than opt for one best way of working. Use of 
just one pattern of performance is a characteristic of a managerial ‘novice’. 
Mastery is the ability to combine flexibility and control and to focus both 
internally and externally.  

For a full discussion of the competing values framework in relation to the 
New Zealand public management system, see Norman (2009b). 

Achievements 

Several reviews of New Zealand’s public sector reforms echo the summary of the 
Review of the Centre that is quoted at the beginning of this section: New 
Zealand’s public management model has created a firm foundation, but further 
development is needed (Chapman and Duncan, 2007; Norman, 2003; Petrie and 
Webber, 2001; Boston et al, 1996; Schick, 1996). 

A recent review of the effectiveness of the New Zealand public management 
model concludes, ‘the new model of public management was superior to the one it 
replaced, and … New Zealand has enjoyed net gains’ (Boston and Eichbaum, 
2007: 136). These gains included (Boston and Eichbaum, 2007: 136): 

greater productive efficiency (especially in the commercial parts of the 
public sector), improvements in the quality of certain services (e.g. the 
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time taken to process applications for passports and welfare benefits has 
been drastically reduced), better expenditure control, better management 
of departmental budgets, greater managerial accountability, and major 
improvements in the quality of information available to policy makers.  

One of the difficulties with assessing public sector reforms is that the comparator 
or counterfactual is unclear, so the nature of the trade-offs involved is often 
obscured. For example, the ‘fragmentation’ of the New Zealand state sector is said 
to be a result of an institutional design that results in problems with critical mass 
and policy coordination. The trade-off for so-called fragmentation is an increase 
in focus and specialisation. Box 5 on competing values discussed the need to 
move to mastery by combining focus and co-ordination. 

Surveys of New Zealand’s reforms generally suggest they yielded: 

 significant gains by corporatising government enterprises and expecting them 
to function as commercial entities independent of political direction; 

 gains by ‘letting managers manage’, as managers were free to innovate and 
rationalise resources (rather than being held accountable for pre-specified 
results as a result of processes to ‘make managers manage’); and 

 greater financial accountability and fiscal control from performance 
budgeting. 

Limitations and unexpected effects of the reforms included: 

 gains in efficiency not always being matched by gains in effectiveness; 

 public servants’ commitment to specifying and measuring outputs not being 
matched by ministers’ commitment to outcomes; 

 output delivery proving less important in the performance management of 
chief executives than the management of the authorising environment; 

 attempts to separate the respective roles and responsibilities of managers and 
ministers were not successful; and 

 the separation of policy from delivery functions proving useful for strategic 
changes, but less productive over time; as policy-makers became 
progressively more distant from the on-the-ground realities of service 
delivery. 

Organisations make trade-offs and choices often involve unintended and 
unforeseen consequences. Public organisations face particular issues because they 
operate in a political environment with contests about the value of any service and 
the extent to which such a service should be funded (Moore, 1995). 

Unresolved tensions 

Two of the most significant tensions of New Zealand’s public management 
system result from the adoption of a management by objectives approach. This 
approach is embedded when specifications for outputs are used as the means for 
allocating budget funds. Such performance systems focus individuals and 
organisational units on specified performance, but risk focusing managers and 
staff on a game of ‘goal displacement’ in which the targets become the goal, even 
if the result is the opposite of that originally intended. 
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Achieving specific and measurable outputs can dominate at the expense of less-
clearly specified outcomes. New Zealand’s public management model strongly 
focuses organisations on delivering explicitly defined outputs. To ensure 
accountability for results is clear, each organisation is strongly focused on the 
outputs it has the mandate and capacity to deliver. The strengths and weaknesses 
of this focus and the outputs approach to public management is compared with 
alternative organising principles of collaboration and outcomes in Table 1. 

As the survey of trends in the previous sections demonstrates, the major issues 
that New Zealand faces do not fall easily into a box labelled ‘outputs’, but instead 
require the type of interconnectedness that internet-based services have come to 
epitomise over the past 15 years. As the next section analyses, the New Zealand 
public management model is fixed within a management accounting framework 
adopted to match the technologies of the mid 1980s, in which relatively primitive 
and structured spreadsheets enabled greatly increased decentralisation of 
organisations. Currently, technology allows not only decentralisation, but global 
combinations. The issues canvassed in sections 2 and 3 require both bottom-line 
efficiency by the organisations that work on this issue and a top-line focus on 
harnessing the components of the public sector to act coherently. 

Table 1: Managing tensions 

New Zealand model Contrasting principles of 
organisation 

Focus Collaboration 

The organisation is closely aligned 
with a narrowly specified mission that 
harnesses effort towards its 
achievement for a specific group of 
stakeholders. The organisation’s 
linking of strategy and delivery is 
tightly coupled.  

The organisation looks outwards and 
encourages multiple connections and 
relationships. The organisation is 
more like a network than a hierarchy, 
with results delivered through a 
variety of cross-organisational 
arrangements. 

Focus carried too far Collaboration carried too far  

The organisation’s focus reflects 
tunnel vision with the organisation 
operating competitively with others in 
its field. The organisation is so tightly 
focused it fails to detect changes in 
its environment and comes to be seen 
as delivering value defined for a 
previous era, making it vulnerable to 
restructuring.  

So much effort is put into external 
collaboration that little or no effort is 
retained for the home base with the 
result that the organisation 
increasingly lacks identity and 
becomes noted for a lack of 
accountability and clarity about its 
role.  
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New Zealand model Contrasting principles of 
organisation 

Outputs Outcomes  

The organisation’s purpose is defined 
in statements about services provided 
and uses measurable expressions 
such as quality, quantity, and 
timeliness. Outputs are services 
within the control of the organisation, 
with accountability for achievement 
being a ‘no excuses’ exercise in which 
it is clear who is responsible for 
delivery.  

The organisation’s mission is 
expressed broadly and in terms of 
community results rather than 
services provided. Outcome goals are 
inspirational and motivational. 
Outcome goals are inclusive of 
contributions from multiple 
organisations.  

Outputs carried too far Outcomes carried too far 

Narrowly defined performance fosters 
the development of silos that restrict 
performance to pre-specified actions. 
Innovation and initiative are stifled, 
and the focus is so strongly on 
delivery of today’s outputs that the 
development of future capability is 
neglected.  

Outcomes can become so broad they 
can mean all things to all people with 
the contribution of any one 
organisation being difficult, if not 
impossible, to measure. Outcome 
statements can become public 
relations gloss designed to prevent 
outsiders from assessing how well an 
organisation is doing. 

Source: Norman (2009a: 15–16). 

International comparisons 

However critical New Zealanders may be about the state of their state, the country 
is consistently seen internationally as among a small group of top performers.24 
Figure 4 shows New Zealand along with three Scandinavian countries in the top 
quadrant for OECD countries. This figure combines the World Bank measure of 
government effectiveness with the Bertelsmann management index of 
effectiveness in executing of government policy. 

                                                 
24 Perhaps this is because New Zealand is also the ‘most easily governed’ of countries, given a 

remoteness that helps make many issues more manageable. Sir Karl Popper, an academic at 
Canterbury University during the 1940s, wrote, ‘I had the impression that New Zealand was 
the best governed country in the world, and the most easily governed’ (Popper, 1976). 
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Figure 4: International rankings of government effectiveness 

 
Source: Institute for Government (2009) 

New Zealand’s reputation is regularly enhanced by rankings from Transparency 
International, which places New Zealand lowest in the world for corruption. 
Although data from the major chartered accountant firms suggests high levels of 
internal fraud in New Zealand generally and in public organisations specifically, 
this fraud does not extend beyond individuals into systemic corruption, and where 
it is detected it is vigorously prosecuted. 

The New Zealand public sector faces challenges related to trust between citizens 
and government and the trust that staff have in their managers. An employee 
survey commissioned by the State Services Commission found relatively few 
public organisations with high staff engagement and many with low engagement 
in their organisations when compared with international benchmarks (State 
Services Commission, 2008). This finding suggests significant shortfalls in 
management meeting staffs expectations, which undermines organisational 
performance. High levels of staff engagement and trust are required to respond to 
the future challenges facing the public sector. 

Two comprehensive surveys – known as Kiwis Count – have been conducted on 
how New Zealanders experience public services (compared with private sector 
benchmarks) and whether government is trusted overall. Both surveys showed 
standards of public services delivery across a variety of domains were comparable 
to private sector standards and on a par with Canadian benchmarks. These 
findings mirror the results found in Canada where the research programme was 
originally constructed. Kiwis Count found that New Zealanders (like Canadians) 
trust individual public servants and specific services more highly than they trust 
the public sector overall. Of New Zealanders surveyed in 2007, 67% said that on 
the basis of their last service experience, the public service could be trusted to do 
what is right (State Services Commission, 2008: 13). But, interestingly, only 29% 
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of New Zealanders surveyed agreed that they trusted public services generally, 
and just under half were neutral about their trust in public services (State Services 
Commission, 2008: 12). 

Similarly, New Zealand’s operational efficiency has been recognised by the 
World Bank’s Doing Business survey.25 This survey rated New Zealand second 
behind Singapore over a range of factors such as the ease of working with 
regulated functions such as starting and closing a business, dealing with licences, 
registering property, and enforcing contracts. New Zealand is also noted for 
taking accountability seriously with its systems for assessing the performance of 
public service chief executives (Lodge and Kalitowski, 2007). 

Analysis of the available evidence on New Zealand and international comparisons 
suggests New Zealand has a strong public management platform in terms of 
people, systems, and resources. In terms of people, New Zealand has a long 
tradition of an apolitical, non-corrupt workforce. In terms of systems, the 
devolution of decision making to organisations’ boards and chief executives has 
resulted in the development of many standalone management and information 
technology systems to meet the business needs of each agency. Although 
considerable effort has been put into increasing inter-operability between systems 
and creating common platforms and standards over the last decade, the current 
infrastructure does not support collaboration among public services. 

Fiscal sustainability 

The Treasury’s (2009a) medium-term fiscal outlook projects a severe fiscal 
squeeze over the next 40 years. However, the New Zealand structural deficit 
projected is modest by international standards and previous surpluses mean 
central government starts with a strong Crown balance sheet and low levels of 
public indebtedness. 

Over the next 20 years, there are both demand-side and supply-side pressures on 
the fiscal position. The pressures on the cost of supply arise because government 
services are generally more labour intensive than are services provided by the rest 
of the economy and are higher users of skilled labour in particular. The supply-
side fiscal pressures are expected to result in an increase in the relative price of 
government services over time. The three drivers for this are: 

 the continuation of the historical trend for returns to skilled labour to increase 
relative to returns to unskilled labour; 

 increasing general labour costs across the economy in response to general 
productivity growth and the labour force shortages associated with population 
ageing; and 

 the increased complexity of the work facing the public sector (discussed in 
section 5).26 

                                                 
25  See Doing Business at http://www.doingbusiness.org/economyrankings. 
26  The Treasury’s medium-term fiscal forecasts project relative public sector labour costs rising 

over time due to the combined effect of all wages rising in response to economy-wide 
productivity growth but the public sector experiencing less productivity growth due to the 
Baumol effect (The Treasury, 2009a). The Baumol effect suggests productivity growth in 
labour intensive public services will be limited  like orchestras in contrast to  the rest of the 
economy..  
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The demographic changes due to the ageing population provide the key drivers on 
the demand side. Based on current policy settings and practices, superannuation 
and health care costs are projected to increase significantly. There will also be 
increased pressure for publicly funded services due to the increased complexity of 
that demand. 

Section 5 discusses factors that may offset the drivers for increased relative costs 
– the potential to harness ICT using expert decision tools and innovations that 
reduce relative costs and manage demand more effectively. 

Overall, however, the public sector will be required to operate under significant 
fiscal restraint at the same time as the relative cost of public services is likely to 
increase. A recurring question for the Future State project has been, ‘If New 
Zealand has such a good public management system, but we’re so poor, are we 
driving a Mercedes when we can only afford a Hyundai?’. 

Section 5 looks ahead to the changes required. These changes generally do not fall 
within the remit of one organisation and require different ways of working across 
organisations. The challenge will be to continue to deliver bottom-line individual 
organisational performance while simultaneously stepping up to deliver top-line 
performance on complex or emerging problems. Managers will need to focus on 
both the top line (outcomes) and the bottom line (outputs). 

Recommended reading 
Boston, J., and Eichbaum, C. 2007. State sector reform and renewal in New 

Zealand: Lessons for governance. In G.E. Caiden and T. Su (eds) The 
Repositioning of Public Governance: Global Experience and Challenges, 
pp 127–129. Taipei: Best-Wise Publishing. 

Chapman, J., and Duncan, G. 2007. Is there now a new ‘New Zealand model’? 
Public Management Review 9(1): 1–25. 
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5 Public Sector of the Future: Challenges, 
Opportunities, and Emergent Responses 

Public sector organisations are not yet aligned in theory and in practice 
with the new global context or with the problems they have … to solve.  

Bourgon (2007: 9) 

New challenges in a new era 

New Zealand has the benefit of a higher-performing public management system 
than in many other jurisdictions. However, to tackle the challenges described in 
sections 2–4 the system needs to change considerably. The focus of this section is 
on the critical challenges that are emerging and the responses they require. The 
section then discusses the overarching system adjustments that are required for the 
public sector to respond to the challenges.  

The project has identified two priority system changes: a move towards a whole-
of-government focus and greater integration of competing, but potentially 
complementary, values about how services are delivered. 

New Zealand is not alone in trying to grapple with the issues of system 
performance and coherence. Canadian public service leader and academic 
Jocelyne Bourgon et al (2009:11) summarises the challenge this way: 

This context also pushes governments beyond hierarchy as a broad 
dispersion of responsibilities in society and the coordination of complex 
operations constitutes the trademark of government activities. It challenges 
governments to experiment beyond direct service delivery with indirect 
means of delivery. It pushes governments beyond the provision of services 
to citizens, as an increasing number of public policy issues require the 
active contribution of citizens in creating common public goods. It pushes 
governments beyond borders of the traditional concept of the state 
towards a dynamic open system where organizations, services and users 
interact.  

Bourgon (2008) suggests governments no longer work with predominantly simple 
issues in a relatively stable context. Instead, they face a growing proportion of 
complex, even wicked, issues in a highly unstable context. This observation is 
reinforced by the scan of the future of the New Zealand public sector. New 
Zealand faces: 

 an increasingly complicated and unstable geopolitical environment regionally 
and internationally; 

 policy making becoming internationalised with domestic policy settings 
increasingly shaped by international agreements; 

 technological developments that will rapidly transform what is possible; 

 a population that is older and more diverse than it is today; 

 a population concentrated in the north with half of all New Zealanders living 
in the Auckland–Hamilton–Tauranga triangle; 
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 increased expectations of transparency; and 

 a need to respond to faster and less-predictable changes. 

Improving individual organisational performance will not be enough, because the 
challenges cannot be met without the decisions and actions of many players. 

Four key challenges 

How the drivers and changes will play out in the future is obviously unknowable – 
it will depend on the policy choices New Zealand makes and will vary 
significantly across different sectors. The four challenges that emerged 
consistently from our scan of the issues are: 

 affordability; 

 complicated problems involving many players; 

 a more diverse and differentiated population; and 

 a world of faster, less-predictable change. 

Affordability 

The public sector will need to operate under significant fiscal restraint at the same 
time as the relative cost of public services is likely to increase and the volume and 
complexity of demand for public services continues to grow. 

Responding to this challenge by ‘doing more with less’ will not be sufficient. The 
public policy challenge is to develop the step changes in policy design and 
delivery that address the drivers so the trajectories of spending are reduced. 

In New Zealand in the last three decades, law and order policy has been a race for 
the bottom driven by a public and media focus on punishment. Spending on law 
and order (eg, prisons, police, and courts) relative to nominal gross domestic 
product (GDP) increased from 0.5% in 1971/72 to 1.1% in 1988/89 to 1.6% in 
2009/10. The number of people in prison or on probation has relentlessly 
increased while the overall level of crime has been ‘dropping or stable’ since 1997 
(Maxwell, 2009: 184). New Zealand now has the fourth highest incarnation rate in 
the OECD after the United States, Mexico, and the Czech Republic. A relatively 
small percentage of the population, disproportionately Māori, generates most 
criminal activity. Achieving a step change that alters the current trajectory in law 
and order would require breaking the cycles of dysfunction among a relatively 
small number of families. Such a change requires the active involvement of 
government organisations outside the law and order sector, yet policy direction is 
dominantly driven by a focus on punishment. 

New Zealand has shown an ability to change trajectories in the past. We were the 
first country to introduce an inshore fisheries management regime based on 
individual transferable quotas. This was a major innovation when fishing stocks 
were dwindling, and New Zealand now has world-class fisheries management 
arrangements that allow closer monitoring of stocks and the ability to make 
decisions in response to declines. New Zealand needs to bring the same innovative 
approach to the next generation of problems discussed in this paper. 
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Complicated problems involving many players 

If the past was about government doing things for citizens and business, the future 
is increasingly about government doing things with citizens and enabling citizens 
to do things for themselves. Achieving results will depend on the actions of many 
players. Co-design harnesses the knowledge and creativity of citizens and staff in 
identifying problems and creating solutions. Co-production refers to situations 
where both public organisations and citizens/clients must perform tasks if 
outcomes are to be achieved. An example of co-production is tax revenue 
collection, which relies significantly on voluntary compliance by taxpayers. 
United States data suggests that each individual spends 25 hours on federal 
income tax returns for each hour spent by Internal Revenue Service staff (Long 
and Swingen, 1991: 642). Although the available evidence suggests comparable 
numbers for New Zealand are significantly lower, the general point remains that 
the collection of taxation depends heavily on the voluntary compliance of citizens 
and businesses. 

Many of the policy outcomes that will be front of mind for government (eg, 
reducing obesity and responding to frailty in an increasingly aged population) 
cannot be achieved with the provision of public services alone, but require the 
active contribution of citizens and businesses (co-production). This requires the 
public sector to develop more trusting relationships so it can better understand 
how different groups experience the world. Current processes for policy 
development, service design, and service delivery do not necessarily allow for 
working with groups, communities, and businesses, so they will need to be 
adjusted or augmented. 

The practice of policy needs to be reframed to adopt 21st century tools and ways 
of working to create ‘outside-in’ citizen- and business-centred government. The 
practice of policy making will need to enlarge its frame to encompass co-
production and co-design, innovation, and learning. The Future State project 
identified the need for a project on reframing the practice of policy. More details 
are in Appendix C, but, in brief, the project would explore what needs to change 
to respond to increasingly diverse populations and complex problems. A 21st 
century public sector needs to build trust with its citizens, if it is to engage 
effectively. The different skills required include those of moderator, facilitator, 
enabler, partner, listener, and leader, if government organisations are to jointly 
solve problems with community and business groups. The next section discusses 
the change in roles required. 

Leading not controlling 

The previous section argued that governments will not achieve the results desired 
without the cooperation of citizens, businesses, and other organisations (co-
production). Addressing the drivers of poor outcomes will require harnessing the 
creativity of citizens and organisations in policy design (co-design). With co-
design, public agencies may need to cede control of time-frames or processes to 
harness others’ contributions. Public employees working in this way will need a 
range of ‘soft’ skills to build trust and negotiate relationships, help with sense-
making, and a capacity to ‘nudge’ the way towards solutions. Developing the way 
forward will often involve shared goals, a shared sense of what performance is, 
and agreed frames for evaluating what works. All this will need to be done with a 
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broader range of citizens and other stakeholders. Genuine co-design is value 
exchange with a shared goal. Trust is needed to motivate and maintain this 
exchange. 

Moving from controlling to leading applies equally to working inside and outside 
the state sector and raises questions about the role of the central agencies in the 
21st century. Are the formal and informal ‘control’ function of central agencies no 
longer the priority or, indeed, counterproductive? The leadership role of the centre 
will need to be re-articulated for the problems of the 21st century. 

Deeper engagement with citizens and private organisations is necessary to 
uncover the real barriers and the real accelerants of progress that allow co-
constructed break-throughs. Leading but not controlling requires public 
employees to increasingly engage with members of the public in different ways. 
Under current models of consultation one party determines the time-frame, ambit 
of discussion, range of options to be discussed, process to be used, and use to 
which the fruits of consultation are put (Pride and Meek, 2009: 6, 9–10). 

A more diverse and differentiated population 

As is happening to the population in most countries, the New Zealand population 
is changing and becoming more diverse. This diversity is increasing on a variety 
of dimensions – ethnic mix, geographical mobility, family structures, sexual 
orientation, and so on. At the same time, citizens’ and businesses’ expectations for 
public services are increasing. Some sources compare the challenge to the move 
from the Fordist state ‘of one size fits all’ of the 20th century to mass 
customisation in the 21st century (Dunleavy et al, 2006). 

Responding to a more diverse and differentiated population requires responses at 
several levels. One approach – the use of co-design – was discussed in the 
previous section. Another response is to explore the potential for alternative 
models of service delivery. There is a range of choices about the model of 
delivery, including funding, the nature and mix of providers, and client selection 
and choice. In addition, there are also choices about the mode: direct service 
delivery, contracting, vouchers, or funding. Appendix C outlines the project the 
Institute of Policy Studies proposes on service delivery in 2010/11. 

Another response is to harness the power of information and communication 
technologies (ICT) to develop a deeper understanding of citizens/clients. The 
private sector has developed ‘business intelligence systems’ that use sophisticated 
data-mining and risk-screening techniques to understand user experiences and 
user behaviour and to better match products with consumers’ preferences. 
Business intelligence systems have the potential for a transformational change 
akin to the first wave of ICT that enabled the move from paper-based to electronic 
files. The contribution comes from improving the understanding of clients at risk 
of poor life outcomes and helping with the development and design of 
individualised interventions. 

Similar potential exists to transform how public services are delivered by 
developing computer-based expert decision tools. The use of these tools will 
depend crucially on how ‘professionals’ and some professions respond. An era of 
unprecedented opportunity is imminent because of the richness of the data that is 
available and the tools for interrogating it. The use of techniques such as expert 
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decision tools in the public sector context is still rudimentary, but these techniques 
have the potential to transform policy, service design, and service delivery. 
Ensuing data security and privacy will remain important considerations. 

A world of faster, less-predictable change 

Throughout our scan, the picture of the world that emerged is characterised by 
fast-paced change, growing complexity, and unpredictability. Technology is 
moving at a swifter pace than ever before, transforming what is possible faster 
than legislative and regulatory processes can respond. One prominent example is 
social networking sites that were nascent five years ago and are now used by 
many millions of people.27 One less-known example is the rapid take-up of stem 
cell therapies.28 In addition to technology-driven change, the three challenges 
already discussed in this section also contribute to the increased unpredictability 
and rapidity of change. 

Increasingly, diverse populations and more dense global interconnections 
contribute to a more unpredictable world. In multi-actor problems, the actions of 
each actor affect, and are affected by, the actions of every other actor. Involving 
more people in identifying and implementing solutions brings different types of 
information to bear. However, no decision-maker will be in possession of all 
relevant information, so the effectiveness of proposed solutions is not knowable in 
advance. The paths and recovery times of ecosystems that are being restored, for 
example, are not predictable. 

Countries with the best ability to anticipate and to take corrective actions 
will have significant comparative advantage. They will best be able to 
innovate, adapt and prosper in unforeseen circumstances and they will be 
better able to shift the course of events in their favour.  

Bourgon (2009a: 9) 

In the face of all this speed, complexity, uncertainty, and unpredictability, 
governments still need to make decisions and act. The public management 
systems that support those processes have been predicated on stable conditions in 
a predictable world. It may be difficult to describe a world of faster, less-
predictable change, but some of the required responses include scanning and 
learning. 

Scanning what is emerging 

Working under uncertainty requires constant attention to what is emergent, 
scanning widely, noticing nascent change, and imagining how it could unfold. 
Organisations can use the insights that arise from scanning to detect adverse 
conditions, guide policy, shape strategy, and explore new markets for products 
and services. Scanning helps to provide a greater ability to anticipate future 
changes. 
                                                 
27  Social networking sites contain large amounts of personal data, but the legal status of and 

privacy protection for the information being posted are still being determined. Facebook is the 
largest social networking site and has more than 400 million members. See Van Grove (2010). 

28  A rapid increase in the availability and take-up of stem call therapies has been driven by 
providers and consumers. An international response on standards and regulation is only just 
starting to get under way, and as individual jurisdictions make their own national responses, 
stem cell tourism across jurisdictional boundaries is already prevalent. 
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Countries such as Singapore with a futures group in the Prime Minister’s 
department , the United Kingdom through its foresight programme, and Finland 
with its Committee for the Future have built a systemic capacity to try to forecast 
the future. In New Zealand, apart from the Ministry of Research, Science and 
Technology’s FutureWatch programme, there are no systemic arrangements for 
scanning change, assessing longer-term trends, and feeding the results back into 
government processes. Futures scanning has the scope to create a more credible 
futures capability, by reducing the current duplication of effort from resources 
deployed in the state sector. 

Learning the way forward 

Current policy development, decision making, and implementation processes are 
built on ‘policy units that are departmentally-based, mission specific and rational’ 
(Bourgon 2009a:10) These approaches often depend on a world view where cause 
and effect are knowable in advance. Although  requirements for formal evaluation 
is sometimes built into decision making, a significant time lag exists between 
changes and information about their impact, and when such information is 
received, there is no often learning system for it to feed back into. Responding to 
‘wicked problems’ requires adjustments to policy development and decision-
making processes.  

Current service design is a response to the problem of moving planned policy to 
the next stage of implementation. This is based on the view that the problem and 
solution are known in advance. Responding to a complex problem, where the 
exact problem and the solution are not known in advance, requires different ways 
of working based on learning the way forward. 

The private sector has developed techniques that involve learning the way forward 
that go beyond ‘agile development’ (an approach for situations where the problem 
is known but the solution is not). This ‘learn to build’ approach (Ries, 2009) starts 
with small batches of ‘minimum viable product’ and then works iteratively with 
real user experience. This requires systems that are set up to allow fast iterations 
and minimise the total time through each micro-development loop. It also requires 
quick response times to fix problems for customers as well as monitoring the 
metrics that stakeholders care about. This in turn creates an ability to tell ‘good’ 
change from ‘bad’ change and to reverse ‘bad’ change early. 

A public management system for the new era 

In essence, New Zealand has a first-class public management system but one that 
was designed for the conditions of the late 20th century. The preceding section 
outlines some 21st century challenges and the nature of the responses they 
require. However, these responses on their own will not be enough. This section 
outlines two overarching system adjustments that will be required so the public 
sector can respond to the four big challenges in the ways described above. The 
project has identified two priority system changes: a move towards a whole-of-
government focus and greater integration of competing, but potentially 
complementary, values about how services are delivered. 
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Moving towards a whole-of-government focus 

Section 4 discussed how the New Zealand public management reforms in the late 
1980s shifted the locus of control for output delivery to chief executives and 
boards of individual public organisations. Organisations help provide clarity, 
focus, clear accountability, and ‘belonging’ to their staff. In a recent survey, staff 
overwhelmingly reported that their work was predominately for the organisation 
and that working across the organisation on joint projects was relatively 
infrequent (Gill, 2009).29 

A major formula for reform in the 1980s and 1990s was to subdivide 
conglomerate departments into single-purpose organisations with clear roles and 
accountabilities. This principle of organisational design achieved strong focus on 
known and knowable problems (discussed in Box 5). However, the drawbacks of 
this approach have been the development of tunnel vision by single organisations 
and barriers to tackling complex problems that require cross-cutting solutions. 
Increased ‘coordination’ becomes necessary to respond to emerging complex 
problems. In some areas such as social development, consolidated departments 
have been re-established, and in other areas budget-driven structural changes in 
2010 have resulted in the planned merging of science organisations, the National 
Library and Archives New Zealand with the Department of Internal Affairs, and 
the Food Safety Authority with the Ministry of Agriculture and Forestry. 

From a focus on public organisations … 

Recent initiatives by central agencies have focused on improving the performance 
of individual public organisations. This ambitious agenda includes: 

 the performance improvement framework (led by the State Services 
Commission); 

 value for money and line-by-line reviews (led by The Treasury); 

 performance improvement actions (led by The Treasury); 

 the government policy priorities process (led by the Department of the Prime 
Minister and Cabinet); 

 projects on shared services (led by the State Services Commission) and 
process re-engineering (led by The Treasury). 

Good reasons exist for this emphasis on improving the efficiency of public 
organisations. There is no direct counterpart in the non-market or core public 
sector to the signals of competitive product markets or the discipline of the market 
for corporate control through take-overs in the private sector. Empirical studies of 
private sector markets show significant differences in the levels of performance 
between top- and bottom-performing firms. The evidence suggests that around 
50% of private sector productivity gains come from weeding out the poorer 
performing firms. The core public sector needs comparable mechanisms to 
identify poor performers and lift performance. The central agencies initiatives will 
make a useful contribution by helping to lift bottom-line organisational output 
performance and realise additional efficiency gains. 

                                                 
29  Managers reported that they and their staff spend the least time on joint projects and 

relationships relative to other activities such ‘direct services to the Minister’ and ‘the public’ 
(Gill 2009: 3). 
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… To a focus on organisations and system performance 

A focus on organisational performance is alone, however, unlikely to generate the 
step change in capability required in response to the four challenges identified 
earlier in this section. Greater focus will be needed on whole-of-system 
performance in addition to initiatives designed to improve the performance of 
component parts. This focus, in turn, will require a more holistic approach. A 
model that has emphasised specialisation and pre-specified accountabilities 
struggles to respond to new issues that demand systems thinking, interconnected 
responses, and innovation. The challenge is to continue to focus on both bottom-
line organisational efficiency and the top-line focus on harnessing the components 
of the public sector to act coherently to address public policy problems. 

The Better Connected Services for Kiwis research in 2008 (by the Institute of 
Policy Studies under the Emerging Issues Programme) found that working 
collaboratively across the public sector requires different skills. This research 
used front-line staff to identify the key elements for successful collaboration. 
What proved to be relatively unimportant as barriers were hard system factors 
such as structures, appropriations, differences in pay terms and conditions, and 
formal mandates. These factors could be worked around (‘when there is a will 
there is a way’). The key to success were soft factors: a sense of urgency (a 
burning platform), leadership (public entrepreneurs, guardian angels, and fellow 
travellers), learning by doing, and working from an outside-in client perspective. 

Respecting and valuing the world views, competencies, knowledge, and 
contribution of those from different teams, agencies, and sectors is a baseline 
setting for learning together about what will work. It is linked to a whole-of-
system and solutions-focused approach, where the agendas and interests of 
individual contributors are subsumed to the endeavour of problem solving. The 
application of tools such as Kurtz and Snowden’s (2003) sense-making 
framework (see Box 6) are useful for developing the ‘respectful discovery’ 
behaviours that will be needed for operating in a learning mode. 

Crossing organisational boundaries, for example, is not precluded by the current 
New Zealand public management model, but nor is it enabled or encouraged. The 
Future State project identified the need for a follow-up project (Future State 2) to 
explore the new ways of working required by the public sector to respond to 
emerging complex problems. The project will examine how accountability and 
performance management systems need to be reframed to accommodate inter-
agency modes of working. The focus will include what needs to be retained and 
what needs to be added or upgraded in the public management model to achieve 
both bottom-line organisational efficiency and a top-line focus on acting 
coherently to achieve results. 

ICT systems provide a good illustration of the need to move to a whole-of-
government approach. The ICT systems to support staff were primarily built 
around the hierarchical requirements of the organisations rather than the cross-
cutting needs of service users. This is a legacy of the autonomy of individual 
agencies, where ICT systems are usually agency specific. Although the last 
decade has seen a range of initiatives to join up government information (for both 
public servants and the public), the agency-based ICT model still makes working 
across boundaries more challenging than working within them. The changing 
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demands on government are going to require more joint working. The increased 
availability of collaborative tools has opened up new opportunities (Why CEOs 
don’t get innovation, 2010: 2). 

Box 5: The problem with structure as a solution  

The break-up and creation of single-purpose organisations in the 1980s 
achieved a focus on known and knowable problems and allowed increasingly 
efficient delivery in relation to them. However, the business of government 
does not compartmentalise neatly into mutually exclusive sectors, and there 
has been a struggle to find mechanisms to respond to complex problems that 
require cross-cutting solutions and draw in a wide range of viewpoints. The 
use first of Strategic Result Areas, then Managing for Outcomes, and more 
recently the Connected State Services Development Goal has been an 
attempt to overlay an essentially vertical hierarchical structure with 
mechanisms that allow more agility in bringing the coordinated activity of the 
state to bear on cross-cutting issues. All these initiatives made gains, but 
none has been wholly successful or enduring. 

An apparent solution is to reduce the coordination problem by reducing the 
number of public organisations. However, one lesson from the 1980s and 
1990s is that endless organisational restructuring has such high direct and 
indirect costs that it is a tool to be used extremely sparingly. In the end, no 
configuration of government will neatly align all citizen and business needs. 
The relations between government and citizens and businesses are many-to-
many not one-to-one and cannot be neatly clustered by sector. Over time, 
the greater the diversity of citizens and complexity of issues, the truer this 
becomes. 

Other jurisdictions have systems that promote greater shared accountability in 
relation to negotiated outcomes and measure progress in terms of movement 
towards outcomes. In Western Australia, senior leaders in public organisations are 
assigning responsibility for integrating the value chains around particular outcome 
areas. This could be augmented by the Canadian approach in which senior staff 
are assigned a ‘champion role’ for cross-cutting functions such as evaluation and 
learning. 

A greater focus on issues that cut across the boundaries of public organisations 
will require more emphasis on the values of clan and networks in the competing 
values framework discussed in the next section. The boundaries in the New 
Zealand system start at the top with a remarkably fragmented structure of 
ministerial portfolios. Fewer and wider ministerial portfolios would simplify 
accountabilities and reduce the barriers to collaboration on cross-cutting issues. 
Similarly, requiring ministers to be formally accountable to the public for 
articulated desired outcomes for their portfolio, in the same way that bureaucrats 
are accountable for delivering outputs, would strike a better balance between 
outputs and outcomes. Other possibilities are to strengthen a collective senior 
leadership cadre as a counterbalance to the vertical accountabilities and 
dominance of individual chief executives, and a relaunching of efforts to use 
circuit-breaker methods.30 

                                                 
30  Circuit breaker teams were developed in response to the Review of the Centre to address 

complex cross-cutting issues (see Minister of State Services, 2004). Although the approach 
showed initial promise, efforts were not sustained and the initiative withered and died.  
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Integrating competing values 

Evaluation of the New Zealand public management model using the competing 
values framework suggests today’s system relies heavily on a limited range of 
values and associated skills. The system has given particular weight to values and 
skills associated with markets and hierarchies and has under-invested in the 
systems and support needed to encourage collaboration and creative work – vital 
elements for responding to 21st century challenges. The challenge is not simply 
replacing the operating style of one quadrant of the competing values framework 
with that of another, but building new strengths in underlying systems and 
capabilities so that a more integrated approach can be applied. The competing 
values theory holds that organisations and individuals operate in ‘novice’ mode 
when they emphasise just one or two sets of values, but can move towards 
‘mastery’ by using contrasting values in an integrated way. The New Zealand 
system was traditionally based on clan and hierarchy; the reforms of the 1980s 
and 1990s used market values to reshape structures and systems, and a different 
form of hierarchical control has tended to dominate during the past decade or so. 

The issues that agencies (within and beyond the state sector) need to work on 
together are the more complex ones. Looking ahead, agencies collectively will 
need to be able to draw on and apply a range of models and approaches to these 
issues and to have the knowledge and skills to apply the best combination in each 
case to elicit productive solutions. 

As a precursor to this capacity, each agency and its staff will need to be conscious 
of their own way of seeing the world and what that world view gives priority to, 
underplays, or renders invisible. If agencies are to work together, they need to 
construct a collective view of the problem that makes sense for each agency. 
Collective action will need to be based on this shared understanding of the 
situation. 

Any interagency group will need to understand how its member agencies usually 
respond to complex situations and then begin to develop new, reframed 
understandings of the issues confronting them. This process of examining issues 
from multiple viewpoints in order to reframe them and make new sense of them is 
referred to in management literature as sense-making (Box 6). 
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Box 6: Multiple perspectives and shared perspectives 

Kurtz and Snowden (2003: 468) advance a sense-making framework that is 
a tool to help a diverse group understand their different views about an issue 
and to agree on a shared formulation of the issue as a first step towards 
agreeing an approach to resolve the issue (see Figure 5). 

Figure 5 : Kurtz and Snowden’s sense-making framework 

 

The framework helps people to identify how they perceive and make sense of 
a situation and it provides a way for group members to identify and discuss 
differences. This in turn supports collective decision making. 

Source: Kurtz and Snowden (2003: 468) 

Matching approach to context 

Sense-making is particularly important in selecting the most appropriate 
intervention to the context and the outcomes sought. Sense-making requires a 
more sophisticated response, involving a conscious choice of intervention. No one 
standard operating procedure will be fit for purpose. Responding to the emerging 
challenges will require matching the intervention required to the context and 
explicitly considering a wide range of responses. The earlier section discussed 
how the current approaches to policy development have mainly been developed to 
respond to ‘technical’ problems solvable by ‘expert’ solutions. While suitable for 
simple or technical problems, that approach to policy will not be sufficient for 
emerging challenges that need to be augmented by a wider range of approaches. 
Policy practices need to be reframed to accommodate explicit choices about a 
wider range of approaches to policy, service design, and service delivery. 

The public sector of the future will need to adopt new and multiple approaches to 
service design and policy. In traditional service design in the known and 
knowable quadrant (on the right-hand side of Figure 5) where problem and 
solution are known, the key challenge is advancing the plan to the next stage. 

On the left-hand side of Figure 5, however, solutions are unknown in advance. 
Responding to a complex problem requires learning the way forward. The section 
on learning the way forward discussed one means of doing this is through a ‘build 
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to learn’ approach as small batches of ‘minimum viable product or service’ are 
distributed, tested, refined, and redeveloped. 

Conclusion – harnessing new tools and capabilities 

This paper has outlined changes under way and opportunities emerging. It has 
highlighted four key challenges: affordability, complicated problems involving 
many players, a more diverse and differentiated population, and a world of faster, 
less-predictable change. It has also highlighted a range of required responses, 
including co-designing and co-producing to harness the knowledge and 
cooperation of citizens and businesses, tailoring service delivery to a more diverse 
population, and using ICT to deepen understanding of clients’ needs. Some 
responses to these challenges require greater shared understandings among 
politicians, public servants, and the public as a basis for more durable policy 
bargains. These ways of working should enrich rather than undermine democracy, 
although it may require subtle adjustment in the nature of the interactions between 
ministers and public officials. It will require public officials to take a strong 
leadership role in articulating a shared vision but this must be done in a 
constitutionally appropriate way. This in turn may trigger a refinement of the role 
of ministers. 

The challenges we face now are different from the challenges we faced in the late 
1980s when the public management system was designed. The quantum of the 
shift is different and the quality of the responses required are different too. 
Looking at the future state: 

 no one way of operating will be sufficient; 

 multiple operating styles will be required to respond to the diversity of 
challenges; 

 capability will be required across all four quadrants of the competing values 
framework (Figure 3); 

 skills in the clan and network quadrants (Figure 3) will need to be emphasised 
to foster collaboration and creativity; and 

 it is a ‘both–and’ story across the board, not a simple shift from one quadrant 
to another. 

The nature of the challenges also means different techniques for driving change 
because a command and control approach is not consistent with the changes 
required to the system. The 21st century brings new challenges and new 
possibilities. The combination of technological advances in data capture, analysis, 
and reuse provide the opportunity to work in ways not previously possible, 
including: 

 harnessing the creativity and contribution of many in creating and 
implementing solutions;31 

 connecting and linking otherwise disparate activities;32 

                                                 
31  For example, in the software solutions community Stack Overflow (http://stackoverflow.com) 

individuals contribute or create solutions to problems that are posted online. The quality of 
responses is maintained by community feedback on value in practice, and contributors’ 
reputations are built on the value they create.  
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 generating and using real-time information about states, situations, and 
progress;33 and 

 honing and personalising responses, reducing waste and churn. 

Organisations and individuals are starting to develop new ways of working that 
generate value by distributing effort. In a fast-moving world where solutions to 
problems are not known, new responses will need to be developed. For example, 
the role of a policy analyst would be transformed from top-down analysis and 
prescription to acting as a broker and facilitator for bottom-up learning. This 
approach is consistent with Gary Hamel’s (2009) view of the key features of 
management in the 21st century. 

 Everyone gets heard. 

 Commitment is voluntary. 

 Power is granted from below. 

 The tools of creativity are widely distributed. 

 Capability counts for more than credentials and titles. 

 Individuals are richly empowered with information. 

 Authority is fluid and contingent of value-add. 

 Resources are free to follow opportunities. 

 Ideas compete on equal footing. 

 Communities are self-defining. 

 Decisions are peer based. 

Recommended reading 
Bourgon, J. 2008. The future of public service: A search for a new balance. 

Australian Journal of Public Administration 67(4): 390–404. 

Cameron, K.S., Quinn, R.E., Degraff, J., and Thakor, A.V. 2006. Competing 
Values Leadership: Creating value in organizations. Cheltenham, UK: 
Edward Elgar Publishing. 

Norman, R. 2009. New Zealand public management: Tensions of a model from 
the 1980s. Paper prepared for the, Emerging Issues Programme: Future State 
Project, Institute of Policy Studies, Victoria University of Wellington. 

Quinn, R.E., Faerman, S., Thompson, M., McGrath, M., and St Clair, L. 2007. 
Becoming a Master Manager: A competing values approach (4th ed). United 
States: Wiley. 

                                                                                                                                      
32  For example, Village Garden (http://www.villagegarden.co.nz) is a web-based micro-platform 

from which people buy and sell their surplus garden produce. 
33 For example, the Arizona public health initiative to provide real-time data on air quality to 

asthmatics through social media networks: discussed in Kreit (2009). Also, Geograph Britain 
and Ireland (http://www.geograph.org.uk), which has user-generated and -annotated visual 
maps of every square kilometre of the United Kingdom.  
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6 Conclusion 

To affect the quality of the day, that is the highest of arts. 

Henry David Thoreau (1854) Walden 

Global context 

The world is becoming more complex and more connected. The global balance of 
power is shifting from west to east and from a mono-polar to a multi-polar state. 
The global economic system is not only becoming larger (the recent recession 
notwithstanding), but, more importantly in the long term, it is becoming more 
closely integrated. 

The climate is changing: although profound changes are forecast by 2050, in the 
next two decades the main impact will be from the policy interventions required 
to make the global shift to a lower carbon economy. Although the world is ageing, 
it is still breeding and the population is still rising rapidly. We have smaller, but 
more varied, families and more complex family lives as we bring up children and 
blend our families. 

Human social interactions and social structures are changing rapidly. We 
communicate using new media and the languages and attitudes generated by new 
media. We learn from different sources and rely on new criteria for excellence. 
And as the sources of authority in our lives multiply, we care less for its 
institutions and fear less its strictures and sanctions. Citizens are more capable 
than ever before and use new tools for accessing, creating, using, and sharing 
information. National and organisational boundaries are becoming increasingly 
porous. 

All of these changes are affecting both what is required of governments and how 
governments are able to work. 

Local story 

New Zealand’s place in all of this, like most countries, is largely as a future-taker. 
We face similar challenges to others (such as an ageing population, increased 
diversity of populations, and rising demands on government), the only difference 
is the extent of the shift.  

However, some factors are unique to New Zealand. The Treaty of Waitangi is 
important in this context as the settlement process reaches a conclusion and iwi 
and hapū move their focus to economic and social development. Under these 
circumstances, the relationships among Crown, iwi, urban Māori, and other New 
Zealanders will develop in uncharted ways. Ninety-six percent of New Zealand’s 
area is the ocean in the exclusive economic zone. This is a rich potential physical 
resource, providing that sufficient biodiversity can be protected. Managing 
relationships with foreign capital to ensure long-lived investment streams while 
simultaneously managing relationships with environmentally focused actors will 
inevitably prove challenging. 

The productivity gap between New Zealand and its major trading partners is of 
increasing concern to policy-makers because, if trajectories are not changed, it 
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foreshadows a further decline in New Zealanders’ relative standard of living and 
New Zealand’s ability to provide increases in the health, education, 
superannuation, and other government services New Zealanders want. 

State of the state for the 21st century 

New Zealand has a high-performing public management system compared with 
those in other jurisdictions and it has responded well to the demands of the 20th 
century. New Zealand’s system is accountable and transparent, and systemic 
corruption is absent. New Zealand’s public sector is very good at producing 
outputs, but it has made less progress on measuring the impact on outcomes – the 
challenge is to do both. Looking ahead, the state needs to shift from addressing 
predominantly simple issues in a relatively stable context to increasingly 
addressing a greater proportion of complex, even wicked, issues in a highly 
unstable context. 

Looking ahead, the four key challenges that emerged from our scan of issues are: 

 affordability; 

 complicated problems involving many players; 

 a more diverse and differentiated population; and 

 a world of faster, less-predictable change. 

For each challenge, the paper identified a variety of responses. Responding to 
affordability requires step changes in policy to address the drivers, so the 
trajectories of spending are altered and demands are better managed. Without this 
step change, New Zealand will be constrained in its ability to provide the same 
range of government services (including health, education, and superannuation) as 
other jurisdictions provide. 

Other responses identified included: 

 reframing public policy development from controlling to leading; 

 co-designing and co-producing to harness the knowledge and cooperation of 
citizens and business; 

 tailoring service delivery to a more diverse population; 

 using ICT to deepen understanding of clients’ needs; 

 scanning what is emerging – listening to the noise to react to signals earlier; 

 learning the way forward – building knowledge about the problem and the 
right solutions on the go. 

This paper started by asking what the future state might need to do over the next 
two decades and what might need adjusting in the public management system as a 
consequence. The answer was that many of the necessary changes are to how 
systems are operated rather than to the hard-wiring of component parts. However, 
the two priority system changes identified are to: 

 move from an approach focused on management control to an approach where 
a wider range of models are used and competing values are integrated; and 

 improve top-line whole-of-system performance and simultaneously maintain 
and improve the bottom-line performance of the component parts. 



The Future State 

 51 

A focus on bottom-line organisational performance alone will not generate the 
step changes required in response to the challenges discussed above. Greater focus 
will be needed on whole-of-system performance in addition to these initiatives 
designed to improve performance of the component parts. Greater focus on issues 
that cut across the boundaries of public organisations will require more emphasis 
on what the competing values framework describes as the values of clan and 
networks. 

The competing values framework suggests that today’s system uses a limited 
range of values and associated skills. The system has given particular weight to 
perspectives based on skills in the market and hierarchy quadrants (logic, 
decisiveness, and goal clarification) and has under-invested in the systems and 
support needed to encourage collaboration and creative work (innovation, 
empathy, and flexibility). The challenge in the 21st century is not simply 
replacing the operating model of one quadrant of the competing values framework 
with that of another, but building new strengths in underlying systems and 
capabilities so an integrated approach, using skills from every quadrant of model, 
can be applied. 

Collectively, these responses add up to a subtle but significant whole-of-system 
change. Much of the change will be in culture, ethos, and the performance of roles 
rather than in the hard-wiring of the system. The overall effect will be a 
fundamental shift in how public services work and what they achieve. This system 
change will need to be effected in a context of fiscal constraint, so both change 
processes and the new state have to be characterised as achieving more with less. 

How do you best drive predominantly ‘soft’ change across a whole system? Can 
you simply scale up the same principles that work for organisational change? If 
not, what more will be needed to lead and drive the change to public service for 
the 21st century? 

Future research projects 

As an exploratory project, the Future State has identified the next questions, but 
could not begin to develop complete answers to them. These important questions 
need to be answered for the sake of New Zealand’s future. The questions need 
further testing and refinement, and then agreement reached about the directions 
for reform. 

Over the next two years, the Institute of Policy Studies will lead engagement on 
some of these questions through the programme of work that has been agreed for 
the chief executives under the Emerging Issues Programme. In addition to work 
already under way on climate change (phase 3 of the Post-2012 Climate Change 
project), a package of five projects has been selected to proceed over the next two 
years – some running for one year and some extending over two years. Project 
managers have been assigned to each of the approved projects. Details on these 
projects are in Appendix C. 

The projects the Institute of Policy Studies is to undertake in 2010–12 are as 
follows. 

 After the Treaty of Waitangi Settlements will consider various issues for Māori 
and the state in a post-claims settlement era. This project will look at options 
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for iwi in addressing the question of social and economic development for 
their people and the related public policy issues. 

 Realising the Long-Term Potential of the Continental Shelf will ascertain the 
policies and institutional arrangements New Zealand needs to implement to 
protect, manage, and exploit its marine resources. 

 Directions for Reform of the New Zealand Public Management Model will 
investigate new ways for the public sector to work to address emerging 
complex policy problems. The project will consider how accountability and 
performance management systems need to be adjusted to better facilitate 
cooperative working relationships between public sector entities. 

 Citizen-Centred Alternative Service Delivery will identify the critical factors 
relating to the role and limits of alternative service delivery models targeted at 
producing added value. This project will also test the factors identified in a 
specific service delivery domain. 

 Reframing the Practice of Policy will evaluate how the practice of public 
policy needs to change if it is to successfully meet the challenges of 
increasingly complex policy problems. 

Recommended reading 
Bourgon, J. 2008. The future of public service: A search for a new balance. 

Australian Journal of Public Administration 67(4): 390–404. 

Cameron, K.S., Quinn, R.E., Degraff, J., and Thakor, A.V. 2006. Competing 
Values Leadership: Creating value in organizations. Cheltenham, UK: 
Edward Elgar Publishing. 

Norman, R. 2009. New Zealand public management: Tensions of a model from 
the 1980s. Paper prepared for the Emerging Issues Programme: Future State 
Project, Institute of Policy Studies, Victoria University of Wellington. 
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Appendix A: Changing Role of the New 
Zealand State during the Past 20 Years 

Introduction 

This appendix compares historical data on how the role of the state has changed in 
New Zealand over the last 35 years. There is no one simple measure of the size of 
the state. The material presented here divides general government into central 
government and local government. The material contains several perspectives: the 
government as consumer, employer, investor, producer, borrower, spender, and 
taxer. 

All data (with the exception of employment) is presented as a percentage of 
nominal gross domestic product (GDP). Nominal fiscal and GDP data is used as 
the base from which to assess whether the overall share of the economy going to 
the state has changed. A more sophisticated analysis would also have used the 
Consumers Price Index or an implicit consumption deflator to examine the trend 
in the overall tax burden. Similarly, a comparison could have been undertaken of 
real expenditure on government services relative to real GDP. But for our current 
purposes, nominal GDP will suffice as a base to review the long-term trends of 
various measures of government within the overall economy. 

Government as a consumer 

Government final consumption refers to services that government produces (eg, 
law and order, external defence, and regulations ) that consume real inputs 
(labour, capital depreciation, and other materials) to produce non-market outputs.  

The term ‘non-market’ refers to there being no market price or arm’s length 
transaction for the outputs. The term ‘consumption’ refers to the consumption of 
real resources – it does not include transfer payments. For further definitions see 
the System of National Accounts Manual (United Nations, 2008). 

Most government consumption spending occurs at the central government level. 
Local government’s role as consumer relative to the overall economy has changed 
little over the entire period from 1972 to 2008 and has consistently fallen within 
2–3% of total GDP. (See Figure A1.) 

Central government data is relatively volatile with no clear trend. By splitting this 
series into two periods, 1972–1983 and 1984–2008, and adding a simple linear 
trend line we can see that a switch point may have occurred in the mid 1980s in 
central government. (See Figure A2.) 
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Figure A1: Government final consumption expenditure (as a percentage of 
gross domestic product), 1971/2–2007/8 
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Source: GDP Stats NZ series S1NBO1, Central Government Consumption Stats NZ 
Series S2NP3OH, Local Government Consumption Stats NZ Series S2NP3O1 

Figure A2: Central government final consumption expenditure with linear 
trends before and after 1983/4 (as a percentage of gross domestic product) 
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Source: GDP Stats NZ series S1NBO1, Central Government Consumption Stats NZ 
Series S2NP3OH 

Government as an employer 

Figures A3 and A4 show absolute employee numbers in different part of the 
general government sector – local government, the public service (the departments 



The Future State 

 55 

that make up the core of central government), the state services beyond the public 
service (ie, the wider non-trading central government services, including schools, 
tertiary education institutions, and government-controlled health organisations), 
and the total state sector (all of central government including trading enterprises). 
Note the employment data covers a shorter period (1989–2007) than the other 
time series because comparable data is available only from 1989. 

The absolute numbers of total public sector employees, across the entire general 
government sector, decreased from 1989 to 2001. There was a slight resurgence of 
the absolute level public employment under the Labour government from 2001 to 
2007. Figure A3 also shows, on the right-hand side, the overall percentage change 
in government employment during 1989–2007. Most measures show employment 
falling 5–6% over the period as a whole. The two exceptions to this are the public 
service, which experienced a more marked decline (25%) and the wider state 
services, which increased 9.7% over the same period. In absolute terms, the 
decrease in the public service is matched by the growth in the state services. 

Figure A4 shows that relative to the total employed labour force, the percentage 
of public employees followed a generally decreasing trend throughout the period. 
Despite an initial upswing in relative employment after 2000, all categories except 
state services minus public service relative share of employment decreased over 
the period. Thus, any increase in the share of public employment over the period 
is explained by the growth in the wider state services sector and public service 
departments. 

Figure A3: Government as an employer by category type (full-time 
equivalent), 1989–2007 
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Figure A4: Government as an employer (as a percentage of total employed 
labour force), 1989–2007 
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Source: Data provided by the State Services Commission 

Government as an investor 

Gross fixed capital formation (GFCF) measures new investment in physical fixed 
capital assets. Central government investment dominates local government 
investment for GFCF in New Zealand. The total government investment relative 
to New Zealand’s GDP and all sectors GFCF has displayed a downward trend 
since the 1970s until an upturn after 2001. (See Figure A5.) 

Figure A6 plots general government GFCF as a percentage of total GFCF since 
1972. From 1984 to 1994, the share of government GFCF decreased noticeably. It 
is interesting to note the slight upward trend since 1994 and a more marked 
upward trend since 2001.  

Figure A7 provides a breakdown in nominal dollars or dollars of the day of capital 
spending separated into market and non-market spending. The figure shows 
surprisingly strong growth in both since 2001 for non-market central government 
GFCF. 
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Figure A5: Government as an investor (measured by gross fixed capital 
formation as a percentage of gross domestic product) 1971/2–2007/8 
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Figure A6: Total government gross fixed capital formation (as a percentage 
of total gross fixed capital formation) 1971/2–2007/8 
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Figure A7: Central government gross fixed capital formation – market 
compared with non-market ($ million) 1971/2–2007/8 
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Source: Statistic New Zealand series S3NP51T2 (central) and S3NP51T3 (local) market 
compared with non-market 

Government as a producer 

Government production includes two components – market and non-market 
production. Market production refers to the value added of government-owned 
organisations that sell their output through third-party transactions such as 
electricity or coal sales. Value added is the difference between the sales revenue 
received and the inputs used to produce the revenues (eg, labour, other inputs, and 
capital depreciation). Non-market production refers to the services government 
produces (eg, law and order, external defence, and regulations) that consume real 
inputs (labour, capital depreciation, other materials) but for which there is no 
market price or arm’s length sales transaction for the outputs. 

Central government’s contribution to GDP through production peaked in 1981 
and, apart from 1984 to 1986, decreased steadily over the period through to 2005. 
This is especially evidenced by the significant reduction in central government’s 
‘market’ production. Central government’s non-market production as a 
contribution to GDP has not experienced such a significant reduction and appears 
rather to have undergone two step-wise reductions, one from 1981 to 1985 and a 
second from 1993 to 1997. Overall, the fall in central government production 
seems attributable to the fall in market outputs associated with the wave of 
privatisations between 1987 and 1999. (See Figure A8.) 

Local government’s contribution to GDP through production has been relatively 
modest, especially compared with central government’s contribution. The data 
clearly shows that local government’s contribution peaked in 1980 and then began 
a downward trend with only isolated instances of an increase (1985, 1988, and 
2002–2004). (See Figure A9.) 
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Figure A8: Central government production as a contribution to gross 
domestic product 1971/2–2005/6 
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Source: Statistics New Zealand series S1NB01M2 (central market), S1NB0N2 (central 
non-market), S1NB01M3 (local market), and S1NB01N3 (local non-market) 

Figure A9: Local government production as a contribution to gross domestic 
product 1971/2–2005/6 
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Source: Statistics New Zealand series S1NB01M2 (central market), S1NB0N2 (central 
non-market), S1NB01M3 (local market), and S1NB01N3 (local non-market) 

Central government as a borrower 

Figure A10, which shows only central government debt, clearly shows a build up 
of total net Crown debt from 1975 that peaked in 1992 and subsequently reduced 
steadily until 2008. This reflects the success of sizeable fiscal surpluses that 
central government ran over that period. Since 1993, New Zealand has run a 
series of structural surpluses averaging around 5% of GDP. (See Figure A11.) 
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Comparable data is not available for local government, but the governance 
arrangements applying to local government severely restrict the scope for fiscal 
imbalances at the local level. 

Figure A10: Government as a borrower – net crown debt (as a percentage of 
gross domestic product) 1971/2–2007/8 
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Note: Significant changes to accounting standards were made for 1990/91 and 
1994/95. Figure A10 does not take these into account. Source: Treasury Fiscal Time 
Series (2009) 

Figure A11: Central government financial balance (NZ$ million) 1971/2–
2007/8 
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Note: The new accounting rules in 1994 have not been expressly allowed for here. See 
The Treasury’s Fiscal Time Series note on ‘magnitude of difference in 1994 transition 
from cash to accrual accounting. Source: Treasury Fiscal Time Series (2009) 
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Government as spender 

Central government spending is the consumption of real resources plus subsidies, 
transfer payments, debt servicing, and other expenditure. It is important to note 
that there is a series break and a potential inconsistency between the expenditure 
on a net financial basis (1972–1993) and on the Crown expenses basis (1994–
2008). The key point Figure A12 illustrates, is that, relative to nominal GDP, 
overall central government expenditure has remained in a reasonably consistent 
range (30–35%) since the mid 1990s although with a distinct ‘up tick’ since 2005. 

Figure A12: Central government as a spender (as a percentage of gross 
domestic product) 1971/2–2007/8 
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Figure A13 shows a decomposition of central government spending into its major 
components – health, education and social protection. During the last 15 years, 
there have been considerable changes in health, education, and social protection. 
Spending on health, in particular, and education has grown steadily in real and 
relative terms since the early 1990s with increases from 4.9 to 6.2% and from 5.0 
to 5.5% of GDP respectively. Social spending on superannuation and other 
benefits has fallen through a combination of policy changes. These included an 
increase in the age of entitlement to superannuation from 60 years to 65 years, and 
cuts to benefit levels in the early 1990s (which reduced nominal benefits by an 
average of 20% and have never been reinstated). Sustained employment growth 
and changing demographics have also been favourable with reduced dependency 
ratios and dramatic decreases in the number on unemployment benefits.  

For a longer treatment of recent trends in central government revenue and 
spending, see Rea (2009). 

Figure A14 compares New Zealand spending levels from 1990 to 2006 with those 
in selected OECD countries.  
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Figure A13: Key expenditure classes (as a percentage of gross domestic 
product) 1971/2–2007/8 
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Figure A14: OECD comparisons of key expenditure classes (as a percentage 
of gross domestic product) 2005 
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Government as a taxer 

Central government tax receipts as a percentage of GDP show two noticeable 
trends: an increasing trend from 1972 to 1990 (with a short-term dip from 1983 to 
1986) and a decreasing trend from 1991 to 2008. (See Figure A15.) 

Local government revenues from rates in 1993–2008 have varied within a very 
limited range – 1.8–2.1% of GDP. (See Figure A16.) 
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Figure A15: Central government as a taxer (as a percentage of gross 
domestic product) 1971/2–2007/8 
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Figure A16: Local government as a taxer – all rates received as a percentage 
of gross domestic product 1992/1993-2007/8 
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Conclusions 

The purpose of the New Zealand public sector reforms in the late 1980s was ‘to 
get the government out of activities it was inherently poor at managing and to 
improve those functions which remained the core responsibilities of government’ 
(Scott et al, 1997: 358). The data provided above enables us to make interesting 
conclusions about trends in the size of the New Zealand government before, 
during, and after the reforms. 

Government production (primarily, government market production) was 
significantly affected by the reforms. The year 1988 was the turning point for 
government production (as a percentage of GDP), which began a downward trend 
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buoyed largely from the sale of government assets and government businesses. 
Local government displayed a similar downward trend in terms of its contribution 
to production. 

Looking at the non-market activities of government as a consumer, the central 
government share of output remained in a fairly consistent band of 14–18% of 
GDP and local government between 2–3% of GDP since the mid 1970s. We also 
decomposed two basic linear trends for government consumption. Based on data 
for 1972–1983, government consumption would have been forecasted to increase 
(as a percentage of GDP) quite substantially into the future. Data from 1984, 
however, shows a very stable average trend that displays only a very slight 
decrease. It would appear, based on this evidence, that the reforms turned around 
the growth trend and stabilised government consumption relative to GDP, but did 
not lead to any significant reduction in consumption. 

Total government employment in 1989–2007 was consistent with the general 
trends. The absolute number of government employees trended downwards from 
1989 to 2001 and began increasing thereafter. This increase was partly, though not 
primarily, due to an increase in employees in the wider state sector. Despite the 
absolute number of government employees increasing after 2001, the proportion 
of people employed by the government out of the total employed workforce 
decreased in this period. Indeed, the longer term trend is for a decrease in 
employees (1989–2007). 

Government investment, as measured by GFCF, appears to have been 
significantly affected by the reforms. Government GFCF to total GFCF was down 
from a high of almost 40% in 1978 to just above 20% in 2009. Annual figures 
from 1972 to 1985 were quite volatile, but from 1986 there was a substantial 
decline in government GFCF (measured as a percentage of GDP). Although this 
trend was reversed beginning  in 1994, by 2007, capital spending as a percentage 
of GDP was well below the level it was before 1984. This appears to reflect 
privatisation, resulting in the transfer of capital spending from government to 
private entities. Non-market GFCF has increased markedly since the mid 2000s. 

Total net Crown debt was very low in 2008 compared with 1992 and had the 
downward trend been sustained it could have resulted in the Crown being a net 
lender. However, the recession of 2008/09 and tax cuts reversed the pattern of 
surpluses. 

One key conclusion from the data presented in this appendix is that most of the 
data series started to trend downwards just before or soon after the period of 
public sector reforms.  

A second key conclusion is that, overall – despite rhetoric about the New Zealand 
revolution – the size and role of the state has been remarkably stable in New 
Zealand. The one notable exception to this statement was the state reducing its 
role as a producer of market goods and services (through privatisation). 
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Appendix B: Methods 

Project scope  

The focus of the Future State project was to identify significant, longer-term, 
cross-cutting, and systemic issues of relevance to the public sector with a 
particular emphasis on public sector management issues and required new ways of 
working. 

This project was not another Schick (1996) review or Review of the Centre 
(Advisory Group on the Review of the Centre 2001). It was an exploratory 
scoping project to capture, synthesise, and contemplate existing knowledge about 
the current and emerging context rather than to commission original futures work 
or public management research. 

The scope of the project is summarised in Table B1. 

Table B1: Focus of the Future State project 

In scope Out of scope 

A broad survey of the critical few big 
public policy issues and drivers facing 
New Zealand 
Public policy issues that may require 
a change in what the government 
does and how 

The public management system at 
the system level 

A deep, definitive, authoritative 
account of each of the issues and 
drivers facing New Zealand 
Public policy issues that can be 
accommodated within current public 
policy approaches and public 
management arrangements 
A detailed review of the components 
of the public management system – 
such as the financial, human 
resource, performance, and strategic 
management subsystems 

Project principles 

The four working principles for the Future State project’s research were: 

 the project methodology incorporates both rigour and innovation 

 the rigour is provided by drawing on academic and empirical research and 
practitioner perspectives 

 to broaden and test current assumptions, the project uses methods from the 
‘futures’ discipline 

 the project, while staying open to future possibilities, needs to be grounded in 
the practical realities of what needs to be done over the short and medium 
term. 
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Project phases 

In accordance with the Future State project’s scope and principles, work was 
carried out in four overlapping phases: 

 Phase 1 - scoping and planning (June and July 2009) 

 Phase 2 - assembling and testing (August to September 2009) 

 Phase 3 - engaging and shaping (October and November 2009) 

 Phase 4 - synthesising and publishing (December 2009 to March 2010). 

Although the phases and the tasks associated with those phases were set out in a 
linear fashion for the purposes of project management and tracking, the practice of 
the project was iterative, successively building on and re-testing information and 
insights arising from the successive events and products of the programme. 

Phase 1 - scoping and planning  

Phase 1 involved clarifying the process, developing the detailed design (including 
a project plan), and assembling the key resources. 

Phase 2 - assembling and testing  

Phase 2 focused on assembling codified, expert, and research-based knowledge.  

The project first sought to draw on the knowledge of experts in six domains: 
social, technology, environment, economics, politics, and public management 
(STEEPP). For each domain, an acknowledged expert provided a paper that 
described major features of the area, as currently seen and with an eye to the 
future. As well as drawing on the relevant primary sources in their fields, the 
domain experts also took account of a core set of recent New Zealand and 
international futures work (including work from the FutureMakers project 
http://futuremakers.ning.com/) in their analysis of the implications for New 
Zealand. 

A team approach was used to mitigate the risks created by having one or two 
generalists making determinations in areas where they are not expert. To 
counteract the obverse risk, of knowledge being ‘locked’ in silos and insights 
about changes and challenges that run across domains being missed, the experts 
met in structured workshops with individuals holding other perspectives several 
times as they developed their papers. This allowed identification of cross-cutting 
themes, larger patterns, gaps, and anomalies for further exploration. 

Phase 3 - engaging and shaping  

Phase 3 focused on capturing tacit and emergent knowledge from a variety of 
participants outside the academic and research communities, contemplating this 
knowledge alongside the expert knowledge already captured, and synthesising the 
overall picture of change and challenge. 

The project conducted structured discussions with a series of groups with different 
knowledge bases (including Māori, business leaders, older people and younger 
people, migrants, rural dwellers, and public service regional managers). The 
structure of the discussions allowed participants to articulate their knowledge and 
perceptions of past and current change across all areas of their lives and to 
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contemplate the future, including the future role of government, while anchored in 
their own perspectives. 

Phase 3 also involved engaging selected state sector chief executives and other 
stakeholders in conversations abut the project findings so far and their perspective 
on challenges and responses over the next 10–20 years for New Zealand in 
general and the public sector in particular. 

As part of Phase 3, a set of recommendations for the Emerging Issues Programme 
Steering Group was developed for specific Emerging Issues Programme projects 
to be conducted during 2010–12, together with an indicative work programme. 

Phase 4 - synthesising and publishing  

This working paper is one product from Phase 4. The paper captures the content 
uncovered in the course of the project. It highlights the key findings about the 
major issues facing New Zealand’s public sector and how the public management 
system might be reconfigured to meet future challenges.  

The background papers commissioned from the STEEPs experts  and a summary 
set of slides on the most pressing questions this work has identified are available 
from the Institute of Policy Studies. 
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Appendix C: Possible Projects on Public 
Policy and Public Management Issues 

Process to determine possible projects on public 
policy and public management issues 

The Future State project was commissioned to identify significant, longer-term, 
cross-cutting, and systemic issues of general relevance to the public sector with a 
particular emphasis on public sector management issues and required new ways of 
working. As would be expected, this process generated an extensive list of 
potential issues. With the assistance of social, technology, environment, 
economics, politics, and public management (STEEPP) experts, this list was 
winnowed down into a long list of more than 15 potential projects.  

The long list was then reviewed by the Chief Executive Reference Group, which 
oversees the Future State project. The long list was reviewed from an overall 
portfolio perspective, using various criteria such as maximising potential 
coherence and synergies, sequencing to align with Institute of Policy Studies 
capability and resources, the mix (a focus on public management but at least one 
public policy project), the impact (at least one quick win), and balance (a range of 
shorter- and longer-term projects of different sizes). 

The review of the long list resulted in a package of five projects to proceed over 
two years (2010/11 and 2011/12). Some projects would run for one year and 
others would extend over the two years. These projects were in addition to work 
under way on climate change (phase 3 of the Post-2012 Climate Change project). 
Over the next year, it is proposed to run a Future State 2 project that will consist 
of a series of events under the theme of directions for reform of the public 
management system. The two one-year public management projects also proposed 
under that theme are: 

 Citizen-Centred Alternative Service Delivery (in 2010/11); and 

 Reframing the Practice of Policy (in 2011/12). 

Over 2010/11 and 2011/12, the Institute of Policy Studies will also undertake the 
two two-year policy projects of: 

 After Treaty Settlements; and 

 Realising the Potential of the Continental Shelf. 

Project managers have been assigned to lead the approved projects, and they will 
lead the next steps in the development of the respective projects. This will involve 
developing a full project proposal for approval by the Emerging Issues 
Programme (EIP) Steering Committee before the project starts. These project 
proposals typically involve setting the project scope and identifying the research 
question, method, budget, and so on. The initial project briefs, including the name 
of the project managers, for each of the five approved projects are set out below. 
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After Treaty Settlements 

Many commentators see the end of the Treaty of Waitangi settlements process as 
providing the opportunity for Māori and the Crown to segue into a new 
relationship. If settlement moves Māori from ‘grievance mode to productive 
mode’ then it also offers a new role for iwi organisations. Certainly, an iwi can, in 
theory, focus its attention on wealth generation rather than litigation. More recent 
settlements have also had an increasing emphasis on co-management of natural 
resources. On the other side of the relationship, the current government’s election 
policy was that the end of settlements should also herald a shift in constitutional 
arrangements, serving as a trigger for the abolition of the Māori seats in 
parliament. 

Major issues arise after the end of the settlement process in a variety of domains: 
environmental, political and constitutional, and social and economic. Increasingly, 
iwi are expected develop their natural resources, but also to act as environmental 
guardians and, at times, regulators of development, either on their own or in 
partnership with the Crown. How will these roles (developer, guardian, and 
regulator) work together? What are the policy implications if these roles conflict? 

In the political and constitutional domain, will the completion of Treaty 
settlements leave Māori in a position of sufficient political, economic, social, and 
cultural strength to no longer see the Māori seats as constitutionally necessary? 

The focus of the After Treaty Settlements project is on economic and social 
issues. What roles might iwi organisations adopt in the future, and what roles 
might remain the responsibility of the government? Iwi organisations have grown 
more sophisticated and complex, but there is considerable variation among iwi in 
terms of the size and nature of their resource base; access to professional skills for 
wealth creation and governance; models for financial, social, and cultural 
development; and differing views on roles in social service delivery. Priorities 
among iwi differ on, for example, how much of their own money (as opposed to 
the Crown’s devolved money) should go to social development. Where is the line 
to be drawn between the responsibilities of the state and those of the iwi? As a 
further complexity, a significant number of Māori, including some of those most 
disadvantaged in society, are outside these iwi structures. 

Possible project: What are the possibilities facing Māori in the post-settlement 
era? What is the range of choices facing iwi organisations as they address social 
and economic development for their people? What policy issues arise? 

Project manager: Paul Callister, paul.callister@vuw.ac.nz 

Realising the long-term potential of the continental shelf 

Around 96% of New Zealand is under water and New Zealand has the world’s 
fourth largest exclusive economic zone, yet only 3% of its gross domestic product 
(GDP) comes from the marine economy. In the face of growing international 
demand for resources, the marine economy is increasingly valuable (reflected in 
recent media coverage about potential offshore oil reserves and the growth of 
aquaculture). Equally, the continental shelf contains a large proportion of New 
Zealand’s biodiversity, some of which is threatened by inappropriate fishing 
practices, pollution, and the acidification of the oceans as a result of greenhouse 
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gas emissions. Under international law, New Zealand has sovereign rights to 
resources in its exclusive economic zone and an obligation to protect the marine 
environment. However, the high seas are subject to multilateral agreements that 
can influence how New Zealand governs its exclusive economic zone. Oceans are 
a classic ‘governance of the commons’ challenge, so New Zealand needs to take 
into account international best practice in this area. 

One problem is that the regulatory environment affecting ‘oceans’ is based on 
sector-based approaches to manage particular species or resources, such as 
fisheries, or particular problems, such as marine pollution. Changes to marine 
ecosystems are cumulative in nature – pressures and drivers of coastal ecosystem 
change combine the forces of environmental fluctuation (such as ocean-climate 
‘regime shifts’) and anthropogenic stressors or pressures. The partial sector-based 
approaches struggle to grapple with complex adaptive systems. 

Another problem is that in the absence of a clear lead agency, work occurs 
through several agencies, which can compound the sector-based problems. Work 
has largely ceased on developing an oceans policy, pending the resolution of the 
foreshore and seabed issue. Since 2005, Land Information New Zealand has led a 
multi-agency programme, Oceans Survey 2020, mapping New Zealand’s ocean 
‘farm’, including the continental shelf, but new-initiative funding has ceased. 
Therefore, Oceans Survey 2020 projects are being managed within baseline. This 
work has thrown up collaboration issues with interagency work as well as 
technical issues concerning problems of sharing information and spatial 
integration. New Zealand needs to develop policies and institutions, using Oceans 
Survey 2020 baseline data, if its marine resources are to be adequately protected, 
managed, and harnessed. 

Possible project: What are the policies and institutional arrangements New 
Zealand needs to put in place to protect, manage, and harness the resources of its 
marine environment? 

Project manager: Mike.Mcginnis, mike.mcginnis@vuw.ac.nz 

Future State 2 - directions for reform of the New Zealand public 
management model 

New Zealand has struggled over the last decade to identify and implement system 
changes that simultaneously enable delivery of ‘bottom-line’ organisational 
accountability for outputs and ‘top-line’ cross-agency responsiveness and 
achievement of outcomes. In academia, much is being written about after new 
public management, but there is not yet any agreement about what might 
supplement or replace new public management. One explanation for this lacuna, 
the absence of the discovery of a ‘big new idea’, is that no one has the answer to 
the question ‘where is the step change going to come from?’. 

Much is known about the components of the New Zealand public management 
system, such as some of the pre-conditions for successfully joining up horizontal 
and vertical ways of working. Service delivery staff already know important 
elements of what is required to achieve a step change, as part of developing 
innovative responses to emerging issues on the ground. New Zealand has an 
opportunity through the Australia and New Zealand School of Government to 
access the learnings from the New Synthesis project. This project involves a 
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dialogue between among academics and practitioners from six leading 
jurisdictions.  

Future State 2 proposes to capture, distil, and learn from different perspectives by 
bringing together: 

 explicit knowledge about the NZ formal public management system and its 
components;  

 academic perspectives on comparative public management systems from the 
New Synthesis project; and  

 the tacit knowledge of practitioners involved in solving practical inter-agency 
problems as they emerge.  

Whereas the first phase of the Future State project was exploratory, the proposed 
next phase will be diagnostic. Future State 2 will involve workshops or 
roundtables and focus groups that will explore recent examples of inter-agency 
collaboration such as the Linwood Community Link or the Joint Border Initiative. 
This phase will draw on the experience and insights of both subject experts (from 
New Zealand and internationally) and the practical knowledge of practitioners. 
This process will develop advice on specific areas of tension and leverage, 
identify any immediate first steps or quick wins, and suggest directions for reform 
of the overall public management system. 

Possible project: What new ways of working are required for the public sector to 
respond effectively to emerging complex problems? How do accountability and 
performance management systems need to be reframed to accommodate inter-
agency modes of working? What needs to be retained and what needs to be added 
to or upgraded in the New Zealand public management model to drive the 
changes required? 

Project manager: Derek Gill, derek.gill@vuw.ac.nz 

Citizen-Centred Alternative Service Delivery 

Experience in the United Kingdom and, more recently, in New Zealand has shown 
that increased investment in capability and service delivery has not necessarily 
resulted in corresponding improvements in performance. In the United Kingdom, 
the Blair government responded to concerns about disappointing public sector 
performance by placing greater emphasis on choice and competition. 

The public debate in New Zealand is framed narrowly in terms of the privatisation 
of services, whereas in a variety of sectors (health, education, and welfare) New 
Zealand already has a wide variety of service delivery arrangements. At every 
level of the system, there are choices about the model that supports service 
provision (eg, financing, funding, the nature and mix of providers, and client 
selection) as well as choices about the mode (eg, service delivery, facilitation, or 
co-production). All these choices together generate a wide spectrum of options for 
changing the nature of user engagement and achieving better outcomes by 
generating innovative forms of service delivery. 

Work in this area would summarise the dimensions of choice in alternative modes 
of service delivery and the strengths and weaknesses of various approaches in 
generating innovation and enduring performance improvement. The results could 
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then be applied in a particular area (such as dependent older people) to explore 
welfare pluralism in practice. 

Possible project: What are the critical factors that define the role and limits of 
alternative service delivery models in adding public value? How can those factors 
be applied in a particular domain (such as dependent older people)? 

Project manager: Derek Gill, derek.gill@vuw.ac.nz 

Reframing the Practice of Policy 

Current modes of policy development have been developed to respond to 
‘technical’ problems solvable by ‘expert’ solutions. This approach to policy has 
been augmented by  increased modelling capabilities, and increased use of 
surveying and consultation instruments. The approach to policy  suitable for 
simple or technical problems,  needs to be revised to respond to emerging 
challenges. What would policy development look like generally and what would 
its practices be, if multiple and incommensurate values, complexity, and 
uncertainty were embraced instead of obfuscated? And, moreover, if the 
increasingly sophisticated data analysis that is now possible was also brought to 
the task? 

Many of the policy outcomes that will be front of mind for government (eg, 
reducing obesity and frailty, improving intergenerational equity) cannot be 
achieved through the provision of public services alone, but require the active 
contribution of citizens (co-production). Moreover, there is significant untapped 
potential in the data analysis capabilities currently available. Policy solutions need 
to adopt 21st century tools and new ways of working, harnessing the knowledge 
and creativity of citizens in problem solving and policy and service design to 
create outside-in, citizen-centred, and business-centred government. In particular, 
policy needs to enlarge its frame to encompass co-production and co-design, 
while protecting probity and information. Questions to be explored include:  

 How would policy practice need to shift to improve the ability of public 
services to understand and respond to the way different groups experience the 
world and build constructive solutions with those groups? 

 What skills and dispositions do policy analysts and their managers need to 
understand different types of problems and work from multiple perspectives? 

 What adjustments are needed to incorporate new ways of working? 

Possible project: How does policy practice need to change to respond to an 
increasingly diverse population and increasingly complex problems? 

Possible project sub-themes: What implications will this change in practice have 
for the education and training of analysts and advisers and other public 
management processes? 

Project manager: Derek Gill, derek.gill@vuw.ac.nz 

Potential future projects 

It is important to note that although projects were not selected to proceed under 
the aegis of the EIP, it does not mean that the Institute of Policy Studies will not 
be undertaking activity in this area. For example, the Institute of Policy Studies 
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has recently assumed responsibility for NZ Institute for Research on Ageing, 
research on ageing will continue in the Institute of Policy Studies but outside of 
the EIP. There is also cross-over between the possible project areas. Issue of 
policy bargains could be the subject of a session in the ‘directions for reform’ 
series and is likely to emerge from the consideration under ‘reframing the practice 
of policy’. 

In addition to the project selected to proceed, other potential projects were also 
identified. These potential projects have been divided into two groups: public 
management projects, which have a central focus that is instrumental (eg, building 
durable bargains) and public policy projects, which focus on specific outcomes 
(active independent ageing).  

Potential public management projects 

Project briefs are given below for the four potential public management projects: 

 Sustaining High-Quality Institutions; 

 Improving the Interface between Central and Local Government; 

 Innovation; and 

 Non-Governmental Organisation Sector and New Modes of Voluntary 
Participation. 

Sustaining High-Quality Institutions 

In an increasingly globalised world, policy is becoming internationalised, and 
economic activity is concentrating in large cities. Serious questions have been 
raised about New Zealand’s ability to sustain a full range of credible public 
institutions and the need for more public regulatory bodies such as the proposed 
Trans-Tasman Therapeutics Agency.  

The Sustaining High-Quality Institutions project would examine how to achieve 
more resilient institutional arrangements that are better placed to serve New 
Zealand as it meets the challenges of the 21st century. What are the likely impacts 
on New Zealand’s institutional arrangements from the increasing 
internationalisation of policy making? In what areas is there increased scope for 
harmonisation with Australia? Where is the strongest case for establishing new 
trans-border agencies, perhaps in areas involving specialised regulatory activities? 

Possible project: What are the domains where the scope is greatest for New 
Zealand in partnership with others? What are the critical success factors to enable 
governing together effectively? 

Improving the Interface between Central and Local 
Government 

The importance of location as a community identifier persists and has value for 
community strength and participation. At the same time, local government is 
likely to become more heterogeneous as the creation of one city in Auckland 
coincides with or triggers formal mergers and regionally constructed co-operation 
agreements with other regions. As transport planning in Auckland already shows, 
public-policy–making needs stronger cooperation between central and local 
government for either to be effective: central government needs to build stronger 
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relationships with local government to enable stronger cooperation between the 
two. 

Possible project: What are the options for central and local government 
cooperation that take account of growing heterogeneity among local authorities? 

Innovation 

The government’s challenge of ‘doing less better’ requires officials to work 
differently to achieve results. Grappling with the next generation of issues will 
require different ways of working because current standard responses will not 
work and cannot be sustained. The Innovation project will address how to develop 
and enable these new ways of working. 

Work after the Review of the Centre and the EIP’s Better Connected Services for 
Kiwis project established baseline data on the general conditions for innovation in 
the New Zealand public sector. What is clear from domestic and overseas studies 
is that there is no shortage of innovative ideas. The constraints that have emerged 
include the lack of appetite for risk and organisational champions to propagate 
innovative ideas. 

Possible project: What are the features of a high-performing public sector 
innovation system? What themes emerge from examples of innovative practices 
(such as award winners) and how do they compare with themes in research from 
similar overseas jurisdictions? How could the government work differently? What 
needs to change to enable greater diffusion of public sector innovation? 

Non-Governmental Organisation Sector and New Modes of 
Voluntary Participation 

The importance of non-governmental organisations (NGOs) in their own right, 
rather than as instruments of government service delivery, needs to be recognised. 
However, many NGOs rely on public funds for their operation as community 
service providers. The sector is diverse with some NGOs having global scale and 
reach and some confronting dwindling resources. Governance and management 
capability varies greatly across the sector. Larger NGOs face the same increasing 
pressure on performance and transparency that other large or high profile 
organisations face. New Māori NGOs are likely to continue to develop. Declining 
NGOs risk falling below the critical mass necessary for effectiveness. 

New modes of volunteer recruitment and participation are appearing that tend to 
focus on specific events, rather than the traditional institution-building. This shift 
may lead to the evolution of different voluntary organisational forms and 
processes. 

In public policy and management, partnership is being seen as a useful response to 
achieving outcomes and enabling policy and service delivery across public, 
private, and third or NGO sectors, without the burden of creating new 
organisations (i.e., joining up the vertical and the horizontal). 

Possible project: What arrangements for working together (across public, private, 
and third or NGO sectors) are likely to become unsustainable over the medium 
term? What are the opportunities for new partnership models? 
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Potential public policy projects 

Project briefs are given below for the seven potential public policy projects: 

 Active Ageing for an Ageing Population; 

 Building Durable Policy Bargains on Critical, Long-Term Issues; 

 Harnessing Information and Communication Technologies to Transform 
Policy Analysis, Service Design, and Service Delivery; 

 Polyvalent World – Adapting to Asian Movers and Shakers; 

 Adapt to Take Account of the Influence of New Media on Political and Policy 
Processes; 

 Improving the Impact of Research on Practice; and 

 Gender and Stage of Life–Based Marginalisation. 

Active Ageing for an Ageing Population 

The Treasury’s 2009 Long-Term Fiscal Statement highlights how current 
assumptions and models around ageing, working life, and so on will be challenged 
by changing demographics. Demographics are changing as a result of declining 
fertility and increased longevity (noting the considerable variation in life 
expectancy by ethnicity). As life expectancy increases, the current political 
agreement on national superannuation equivalent to 66% of the average wage at 
65 years of age is increasingly becoming fiscally unsustainable. 

Increasing demands from a larger, older cohort are already creating pressure on 
the health and disability systems, and increasingly leading to controversial 
decisions around the funding of medical treatment for people with terminal 
illnesses. Under current structures, longevity is not a problem per se, but rather 
frailty (reduced physical or mental capacity through illness or ageing processes) in 
later decades has a significant impact on quality of life, participation, and 
independence. Active ageing initiatives that reduce or delay frailty over the last 
quarter of the lifespan would enable people to remain independent and reduce 
social isolation, would reduce costs in health care, and would increase the period 
of lifetime over which earning is possible. The policy debate on the issues raised 
by population ageing, however, has failed to get much traction. 

Possible project:  The Treasury’s forecast underpinning its long-term fiscal 
statement would be used as the basis to explore ‘What if?’ and ‘What would it 
take?’ questions, such as: What would it take to shift the trajectory for frailty in 
the ageing population to ensure more people can actively participate in all aspects 
of society for longer? 

Building Durable Policy Bargains on Critical, Long-Term Issues 

As in many other jurisdictions New Zealand faces a range of medium- to long-
term challenges with system-wide implications, including an ageing population 
and the challenge this raises for inter-generational equity; the access to, use, and 
cost of fresh water; infrastructure investment and maintenance; responding to 
major ecological and environmental issues such as climate change; and tackling 
inter-generational deprivation and dysfunction. These and other challenges are 
often ones about which people hold a wide variety views, some of which compete 
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and some of which are irreconcilable. At the same time, the public regard for 
experts and their knowledge has declined. In common with other jurisdictions, 
New Zealand struggles to get traction on the issues listed above. For example, 
consider how successive administrations have alternated between being ‘tough on 
crime’ and being concerned about ‘the tragic drain of the growing prison muster’. 
The resulting race for the bottom means New Zealand’s incarceration rates are 
now the fourth highest in the OECD. 

To move forward in a useful way requires building durable policy bargains that 
are characterised by a sufficient mix of consensus and tolerance across a full 
spectrum of citizens. New technologies, such as social networking and Gov 2.0, 
offer opportunities for people to work differently. Possible project:  What 
mechanisms exist to address major medium-term policy issues? What are the 
lessons from the successes and failures of mechanisms tried in New Zealand and 
other jurisdictions? 

Harnessing Information and Communication Technologies to 
Transform Policy Analysis, Service Design, and Service Delivery 

The private sector has developed sophisticated data-mining and risk-screening 
techniques to better match products with consumer’s preferences, but the use of 
these techniques in the public sector context is still rudimentary. Data analysis 
techniques have the potential for a transformational change akin to that first wave 
of e-government that brought services online. These techniques have the potential 
to transform our understanding of clients at risk of poor life outcomes (‘we know 
their names’) and to help in the development and design of individualised 
interventions. It would also be possible to link and standardise data sets with 
Australia to strengthen the quality of analysis and advice. 

Possible project:  What are the opportunities and limits provided by harnessing 
information and communication technologies–based data-mining and risk-
screening techniques to transform policy, service design, and service delivery. 

Polyvalent World - Adapting to Asian Movers and Shakers 

The world is changing with a relative decline in United States influence and a 
relative increase in Asian influence (but not a substitution of one for the other). 
This will drive changes to international norms (as defined by different thought 
structures) and reframe international institutions such as the World Bank and the 
World Trade Organization. 

Therefore, New Zealand will need to adjust and revise its concept of location, 
positioned as it is adjacent to the growing economies of Asia. The New Zealand 
government and citizens will need to update their ideas and information about the 
knowledge that will be important in the future. For example, Asian conceptions of 
order and freedom are rooted in different values from the liberal European 
tradition. 

New Zealand will need to develop new processes for managing international 
affairs, because power will be more contested and world views and values will 
differ. 

Possible project:  What does New Zealand need to do to meet the changing 
centres of power and culture? 
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Adapt to Take Account of the Influence of New Media on 
Political and Policy Processes 

Traditionally authoritative sources of information are being severely challenged 
by new media (eg, websites, blogs, mobile internet). Daily newspapers are 
struggling to maintain their position as the fourth estate providing the vigilance 
and scrutiny of the three branches of government (judiciary, legislature, and 
executive) that is considered essential for democracy to flourish. For the public 
sector, one significant challenge will be to create known and credible spaces for 
public debate from which to develop durable policy. 

Another challenge in this environment will be managing reputation and 
perception. There are processes for challenging and correcting inaccurate or unfair 
coverage in mainstream media, but there are no effective equivalent mechanisms 
for new media. In an environment where anyone can comment and reach hundreds 
or thousands of people without having to expose the validity of their assertions to 
scrutiny, far more pressure will be placed on relationship building and the quality 
of each individual interaction between government and citizen. 

Possible project: What are the implications of new media for policy making? 
What are possible public sector responses to new media? 

Improving the Impact of Research on Practice 

Evidence-based practice draws on both research-based knowledge and experience. 
Evidence also supports policy development. The fiscal imperative ‘to do more 
with less’ increases the importance of knowing what works and applying that 
knowledge in many domains, including commerce, health, education, and welfare.  

To apply knowledge to problems, the public sector needs relevant knowledge and 
methods for communicating it. Perhaps more importantly, organisations, cultures, 
and workforces need to be willing to receive new information about effective 
practice. They also need channels and applications that enable and support the use 
of knowledge to improve intervention effectiveness. This requires shifting the 
focus to knowing what questions to ask when assessing existing research and 
knowing what questions need to be asked when commissioning evaluation. Both 
sets of questions require a sensitivity to context that is not always sufficiently 
central to the commissioning and assessment processes. 

Possible project: What are the barriers (organisational, cultural, behavioural, and 
others) that prevent users of evidence from gaining the context sensitivity they 
need to make the most effective use of existing and commissioned research and 
evaluation? 

Gender and Stage of Life–Based Marginalisation 

Marginalisation is costly for individuals, for families, for communities, and for 
society. Evidence shows that problems vary strongly by gender and stage of life. 
Over the last few decades, there has been more awareness of patterns in relation to 
lower school achievement levels for some groups of boys, particularly Māori 
boys. Now there are signs of the emergence of an older cohort of men that is 
detached from family and from participation in the labour force. 
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The traditional gender roles of men as breadwinners and women as homemakers 
and child carers have been breaking down for more than half a century. Feminism 
in the 1970s and 1980s brought changes for women in terms of their sense of 
identity and place in the world, which meant women were relatively well placed 
to capitalise on the transition New Zealand underwent in the 1980s and 1990s 
from manual to intellectual or service work (noting that gender-based pay gaps 
still remain). The challenge for men is to undergo a similar shift to realign their 
sense of gender identity with the challenges and opportunities of a 21st century 
society and economy. The challenge for society is to support them to do this and 
to help create new gender models that are good for men, women, and children. 

Possible project: What needs to change to reduce gender and stage of life–based 
marginalisation? 
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