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Abstract

New Zealand has transformed its economy from social welfare state in to a liberalized
economy within 15 years. Before economic form in 1984 the economy faced with problems of
inefficiency, government involvement in almost all economic sectors, import substitution policy
that was implemented using import licensing as a main instrument. Before the reform the New
Zealand economy was tumed from one of the most developed countries to among the lowest
rank of OECD countries.

The New Zealand govemnment decided to do a reform in 1984 after it made a plan in
1981. The plan was comprehensive reforming all sectors in the economy and tumed the country
from social welfare country with active government into market economy with neo-Classical
style of govemment successfully. New Zealand now become an efficient economy and a world
leading exporters of milk and milk products, fruits and lamb as well as beef and can compete
with heavy subsidized and protected agriculture of the European Union and the United States
without subsidies. New Zealand economy also becomes table and strong even though there
Were crisis in Asia in the United States and in the EU for the last decade.

The reform in New Zealand was a comprehensive in the sense that there has been
reformed in all sectors ranging from real sector, service sectors as well as government sectors. In
the real sectors there were liberalization of trade policy, get rid of subsidlies in all forms, dilute the
labour union as well as reform in agricultural particularly subsidies in agricultural sector such as
egy board, beef board and cooperatives. Government sector was also reformed  reducing
expenditures and reform goverment agencies. This resulting in a reduction of almost ten of
thousands of government positions as well as government agencies. Liberalisation also extended
to service sector such as banking industry as well as privatize and corporatize of state own
enterprises. While reforming various sectors the New Zealand government also reformed laws in
comply with the new regime for example reform business laws conceming consumers
protection and regulate completion in order to keep the industries competing. Social welfare has
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been reformed by reducing the govemment’s role while having other organizations to do the
welfare and so did education and research and development

At the early stage of reform the New Zealand economy faced with a lot of repercussions
as a result. The price of land declined, high rates of unemployment, closed down of manufacturing
industries, closed down of farms as well as outflow of immigrants to Australia. This happened
during the reallocation of resources because of repercussions from liberalisation. During that time
there were immense political pressure on the then goverments. But the reform was continued.
This was because understanding of majority of New Zealand people that the country needed a
reform and were moving towards the right direction.

New Zealand’s experiences can be an example for many countries that want to do the
reform though it is difficult. There are a hand full of countries that will be able to do the same as
New Zealand. However the New Zealand experiences are still valuable for any country that
wants to make reform partially.
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