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INTRODUCTION 

On 12 October 1996 New Zealand's voters went to the polls in the nation's first election conducted under the new mixed member proportional (MMP) electoral system. As predicted in most pre-election polling, polling day did not produce a definitive result, and on 21 October, negotiations amongst those parties in a position to influence the formation of a government commenced.
 Two months after the election, in a moment of high political drama, the intensity of which was accentuated by the fact that neither of the two major parties knew in advance which way the decision would go, the leader of New Zealand First (NZ First) announced that his party would enter into a coalition majority government with the National party (Boston 1997).

Prior to the election a great deal of speculation centred on the likelihood that, in the new political climate, the policy landscape that had been constructed during the last decade of structural reform would be significantly revisited. In particular, there was significant debate on the likely future of the legislative framework which currently circumscribes the management of fiscal and monetary policy.
 The purpose of this article is to provide a prognosis for the future of that framework given some of the anticipated dynamics of the new political environment.
 Drawing as appropriate on evidence generated during the early months in office of the National/NZ First Government, the discussion will conclude that the future policy mix will, in all probability, be substantially the same as that with which the country entered the era of proportional representation (PR). Given the recency of the 1996 general election, the conclusion reached here are tentative. Nonetheless, the argument advanced is that the dynamics associated with passing legislation under PR are likely to mean that significant legislative change will not be a necessary adjunct of the advent of MMP. Policy stability, rather than policy radicalism, is likely to be the order of the day. 

THE RISK TO POLICY STABILITY 

The Nature of Coalition Government 

During the period of transition to PR, the former Minister of State Services made the point that under MMP, cabinet will continue to provide "much of the 'glue' that holds government systems together" (East 1994:5). In other words, while the advent of PR has ushered in a new means of electing the nation's political representatives, cabinet remains at the apex of New Zealand's system of government, and will continue to operate as the highest effective executive authority. 

In the likely absence of single-party majority government, however, future cabinets will tend not to comprise members of one political party.
 Multi-party representation around the cabinet table may on occasion inject diverging, and possibly antagonistic, perspectives into a government's strategic decision-making processes. The need to achieve cohesion amongst ministers (and backbenchers) from different parties in order to maintain an administration in office will present challenges to future Prime Ministers. (Those challenges will assume particular significance if, as is currently the case, a coalition government has a tenuous majority in the House.) Indeed, the current administration's management of a number of policy issues has already signalled the sorts of stress that future multi-party governments may prove prone to. At the time of writing, for instance, there was considerable disagreement within the government's ranks regarding support for the September referendum on the introduction of a compulsory superannuation scheme. Notwithstanding that, the Coalition Agreement requires "all Coalition MPs ... to implement [through legislation] a Referendum result that is positive" (Coalition Agreement 1997:53). However, several National MPs (from the front and back benches) have publicly signalled their unease at the prospect of having to support enabling legislation that could conceivably reflect only a weak public endorsement for the proposed scheme (The Dominion, 28 May, p. 2). 

Perhaps more notable, at least in terms of relationships within the Ministry, was the long-running and highly public tension between the Minister of Health and his then Associate Minister early in 1997 regarding the possible involvement of a private health service provider in the publicly funded provision of cardiac services in the Canterbury region. While the Minister, National's Bill English, initially approved a venture which would have seen the sub-contracting of those services to the Southern Cardiothoracic Institute by the Otago and Christchurch Crown Health Enterprises, his NZ First counterpart, Neil Kirton, vehemently opposed the proposal. Mr. Kirton cited the proviso contained in the government's policy template that "[p]riveted sector involvement in services usually provided by the public sector will be subject to criteria set by Government" (Coalition Agreement 1997:34) as the basis of his opposition. That particular conflict, which eventually culminated in the sacking of Mr. Kirton as Associate Minister by NZ First's leader, Winston Peters, on 7 August 1997, graphically illustrated the potentially damaging nature of intra-government tension. Mr. Kirton's conduct represented a departure from the expectations of ministerial behaviour traditionally associated with the convention of collective responsibility, and as such constituted a challenge to the administration's efforts to maintain a unified and coherent approach to the resolution of that specific issue. 

The discussion so far demonstrates that the internal dynamics of coalition government will, from time to time, exacerbate the natural faultlines that exist between multi-party governments' constituent elements. The visibility of those faultlines will be markedly accentuated in times of intra-cabinet stress. Such dissonance may emerge from one of a number of sources. The example provided immediately above reflects the existence of diverging policy preferences between ministers. Similarly, tension might be precipitated by a disjuncture between an individual minister's policy priorities and the strategic objectives of the Government as a whole. Thirdly, the considerable pressure placed on the relationship between National and NZ First as a result of the activities of the member for Te Tai Hauauru, Tukuroirangi Morgan, illustrated the extent to which the conduct of members of one of a multi-party government's caucuses can resonate at the heart of the political executive. 

It should not be inferred from the preceding comments that conflict within the Cabinet is solely a function of multi-party governments. Clearly, intra-cabinet tensions were also a characteristic of single-party administrations. The schism that developed between the Prime Minister and the Minister of Finance during the fourth Labour Government's second term in office is an obvious case in point; John Banks' conduct while a member of the National Government prior to the 1996 general election provided other examples of the sorts of strains that can, and did, occur within single-party ministries. In the final analysis, however, conflict (and the conduct of ministers more generally in terms of collective ministerial responsibility) was managed, successfully or otherwise, within the context of a single party. The key difference between those arrangements and the structural features of a multi-party administration is, of course, that while the latter comprises a single government, it is made up of more than one party. Therefore conflict occurring across party lines will not necessarily be amenable to resolution through the sorts of formal and informal mechanisms typical of single party administrations. 

That the current Government is characterised by lines of accountability both within and, importantly, across its constituent parts has necessitated the creation of a range of new mechanisms for managing intra-government tensions. These include a Coalition Dispute Committee; a Coalition Management Committee, which meets weekly and is chaired by Leader of the House and Minister of Education, Wyatt Creech; a Communications Committee, chaired by the Prime Minister's senior press secretary; a Co-ordinator between ministers; a network of Coalition Partner Spokespersons; and a revised system of consultation procedures regarding submissions to cabinet.
 

Given the contribution it might make to the fragmentation of an administration's policy programme, friction between separate parties to a multi-party government constitutes a specific risk to policy stability. Put another way, in the absence of a strategic framework within which every responsible minister, irrespective of party membership, is effectively locked, the risk to the existing policy mix may well inflate appreciably under coalition arrangements. Clearly, that risk would be mitigated by the operationalisation of an integrated and detailed policy programme to which parties to a coalition commit themselves. At least one commentator, however, has suggested that the imperatives associated with obtaining a negotiated agreement amongst a series of disparate political positions may militate against future agreements of that prescriptive nature. The difficulty, as expressed by the former Secretary to the Treasury, may be that: 

"unless you get stable coalitions, you may get an existential sort of policy making. [That is], anything that the coalition can agree to, or anything that you can do a deal about, is seen as good. The policy justifies itself, not in terms of the fact that it will deliver a more desirable social outcome, but because there was agreement about it." (Scott interview) 

Graham Scott's pre-election speculation that parties might demonstrate a preference for coalition agreements which focus on matters of process rather than detailed policy prescriptions was partially echoed by the leader of the Labour Party prior to the commencement of formal coalition negotiations, when she suggested that "final coalition agreements should concentrate on setting out how decisions [are to be] made rather than on policy details" (The Dominion, 18 October 1996, p. 2, emphasis added). Scott's prognosis (and Helen Clark's comments) suggest that policy making under coalition government might on occasion prove to be rather less than robust. In other words, the cost of accommodating different interests in governance by two (or more) parties may be some loss of efficiency. This analysis also infers that in the absence of an internally coherent and consistent approach to an aggregate policy programme, individual members of a multi-party political executive would de facto be granted considerable discretion to pursue their particular policy preferences within the broad constraints offered by a vague and ill-defined collective interest. The potential that would represent for a disjointed and uncoordinated whole-of-government approach to policy is plainly apparent. 

The threat to the policy status quo will be increased if parties on whom Government depends seek to extract, as the price for that support, policy concessions which threaten a substantial renegotiation of the existing policy mix. Evidence that such tendencies may prove to be a feature of the new political environment emerged in the immediate aftermath of the 12 October 1996 election, when the Minister of Finance indicated that the National Party would, as part of coalition negotiations with NZ First, consider revisiting the Policy Targets Agreement (PTA) held with the Governor of the Reserve Bank (The Dominion, 19 October 1996). In the event, of course, the PTA was indeed amended (as discussed in greater detail below). While the alterations did not amount to a radical revision of the fundaments of the Reserve Bank Act 1989, that National countenanced the changes can be read as an indication that parties in the future may, when control of the Treasury benches is at stake, be prepared to revisit planks of the current policy mix that they have previously declared sacrosanct. 

Given what has occurred since the election last year, one obvious rejoinder to the analysis laid out above exists in the form of the current Coalition Agreement, which was designed specifically as a policy template for the government's term in office. While it would be unduly precipitate to suggest that Scott's observations apply perfectly to the Agreement, there are aspects of the manner in which it has been operationalised that suggest that it might, at times, prove a less- than-effective means of ensuring that the energies of ministers (and other caucus members) drawn from disparate parties are harnessed to the collective interest of the Government of the day. In the first instance, by designing an avowedly prescriptive policy document, the architects of the Agreement may inadvertently have sacrificed an equivalent emphasis on matters of process.
 This may in turn contribute to difficulties in relation to the management of future policy issues that inevitably cannot be foreshadowed by the document. Evidence of the potential threat to the Government's collective interest posed by the silence of the Coalition Agreement on matters of process can be found in the considerable investment that has been required in the design and implementation of the various coalition management mechanisms referred to above (only two of which, the Coalition Management Committee and the Coalition Dispute Committee, were signalled in the Agreement). Those efforts notwithstanding, there have still been issues on which the cabinet has been unable to resolve differences of opinion; the most obvious case in point concerned the indecision over whether or not the Government should formally join the Fish and Game Council's appeal against a recent Wanganui District Court decision vis à vis trout fishing (The Dominion, 21 May, p. 2).
 

In more substantive terms, clear differences of opinion between the two governing parties have surfaced regarding the effective operationalisation of the Coalition Agreement. The diverging policy preferences of Bill English and Neil Kirton have already been alluded to. That conflict was a manifestation of the difficulties associated with interpreting non-specific policy parameters; in this particular instance, the debate was over the specific nature of the criteria against which the merits or otherwise of private sector involvement in the public health system were to be assessed. Certainly, such disputes could have occurred under the previous electoral arrangements (and did, in fact, as evidenced by the tensions between Ruth Richardson and Wyatt Creech regarding the management of economic policy in the 1990 - 1993 National government). However, the management of conflicts of this nature under PR is likely to be complicated by the fact that ministers in multi-party governments will have dual accountabilities. While their primary responsibility will be to the collective interest of a single government, ministers will also be accountable to their respective caucuses, and to their party leaders. What was distinctive, therefore, about the English/Kirton issue was that the conflict was mediated along party lines: in a sense, the health portfolio provided the terrain on which a skirmish in the on-going the struggle for policy supremacy within the coalition was played out. 

There has been at least one other instance in which differences over textual interpretation have occasioned a dispute between the Government's constituent parties. In January 1997, Energy Minister Max Bradford announced that a number of Trans Power's secondary power (or "spur") lines, might be sold. Although the Minister, a National party member, suggested that such an initiative would amount to rationalisation rather than privatisation (The Dominion, 25 January, p. 1), his announcement appeared nonetheless to be at variance with the policy on Energy articulated in the Coalition Agreement, which specifically precludes the privatisation of Trans Power (see p. 26 of the document). At the time, the latter position was clearly that to which the Deputy Prime Minister, NZ First's Winston Peters, subscribed. Mr. Peters, in fact, went so far as to indicate that "not so much as a power pole will go under the [C]oalition [A]greement" (The Dominion, 25 January, p. 1). 

The current Government's management of other policy issues has raised additional questions regarding the wisdom of relying upon a relatively prescriptive mechanism (the Coalition Agreement) as a means of bridging the policy space between partners in a multi-party ministry. One prominent conception of the Coalition Agreement was reflected in the Maiden Speech to the House made by Neil Kirton, in which the former Associate Minister of Health likened the Agreement to: 

[a] touchstone, [a] political "bible", if you will... that must govern and guide the actions of this Coalition Government over the next three years, ... [and] which must not be subverted ... by political expediency. (Kirton 1997:4-5) 

However, while some protagonists clearly feel that the Agreement is binding in both letter and spirit, several policy issues have been transacted since the signing of the Agreement that have, at the very least, been at variance with the spirit of the document. The debate over the proposed sale of Trans Power's spur lines has already been canvassed, but in addition there has been the partial deregulation of the postal market, and the effective removal from the state sector of kindergarten teachers, neither of which are wholly consistent with provisions contained in the Coalition Agreement. And the fact that in his very first Budget the Treasurer announced that the Government would be spending substantially less during its first year in office than was specified in the Agreement threw up questions about the precise status of the Agreement as the administration's policy template. 

Clearly, a document compiled in late 1996 cannot be expected to anticipate policy issues over the ensuing three years, but the point is that if a government's blueprint is silent on matters of process, then the risk that future policy trajectories might significantly depart from the parameters envisaged in that template is correspondingly inflated. And if that does occur, the threat to a coherent policy mix will eventuate not from an exclusive emphasis on matters of process, as predicted by Graham Scott, but indeed from the sacrificing of process for prescription. 

The Risk of External Capture Under PR 

A further threat to the stability of the existing policy terrain lies in the fact that MMP may, on occasion, render elected political representatives inappropriately responsive to the interests of external sectoral groups. MMP translates expressed voter preferences into parliamentary representation with considerably more precision than did its simple plurality, or first-past-the- post (FPP), predecessor. As such it rewards parties seeking to maximise their share of the party vote. That will in turn provide strong incentives for politicians either within or seeking public office to be cognisant of and responsive to the agendas of external interests. Incentives for politicians to court voters are a fundamental feature of representative democracies, regardless of the electoral system used to mediate the selection of political representatives. However, the proportional nature of MMP has introduced added incentives for parties to maximise their appeal to voters, particularly if they have aspirations to govern in their own right as single party (preferably majority) governments. As a consequence, policy processes may prove vulnerable to capture by interest groups able to exercise leverage in particular policy domains, particularly if those groups exert influence over the shaping of aggregate voter preferences. 

For this reason MMP is likely to contribute significantly to the creation of a political environment that is more "porous" than that which inhered under FPP. In other words, the new electoral system may well ensure a closer alignment between the preferences of voters and the actions of elected representatives than tended to be the case under FPP. That, in fact, is consistent with the hopes of those who supported electoral law reform on the grounds that it offered an institutional remedy for the problems associated with the ability of single party majority governments to selectively exclude certain sections of the policy community from decision-making processes. Nonetheless, the significantly greater sanctioning power of the franchise under MMP, in conjunction with an increase in the number of possible entry points for externally generated policy, will arguably render politicians vulnerable to capture by well-organised and resourced external groups. As Alex Matheson, a former Manager of the State Services Commission's State 

Sector Development Branch has speculated, under MMP we may have: 

"more accessible ministers; we [may] have groups that are very good at lobbying; [and] we are going to have a greater front of possibilities, of certain political influences. That might not necessarily work in the interests of the public as a whole. " (Matheson interview) 

Indeed, what it may in fact do, if a majority constituency for significant change was ever to emerge, is facilitate a political retreat from the monetary and fiscal policy orthodoxy characteristic of recent administrations. Certainly it is the case that comparative research suggests the absence of a strong correlation between electoral systems and policy outcomes and, on that basis, the assumption that negative consequences for macro-economic indicators will necessarily be attendant upon MMP should be treated with a healthy scepticism.
 That said, at the very least a theoretical case can be made that the systemic opportunities provided for increased interest group articulation under MMP do represent a potential threat to the policy directions taken by governments in recent times, particularly with regard to fiscal policy. That risk is likely to be amplified if either form of multi-party government becomes the norm. In that case, as Graham Scott has argued, the difficulties associated with ensuring political accountability for fiscal policy in a multi-party government may prove such that there eventuate "compromises on all kinds of political issues, with the slack being taken up in fiscal policy" (interview). 

THE ARGUMENT FOR POLICY STABILITY 

The Significance of Existing Legislative Bulwarks Against Change 

The argument advanced to date is that, under MMP, incentives for parliamentarians may be such that they render executive processes particularly vulnerable to capture by external sources. Allied with the dynamics of multi-party government, that systemic feature of the new electoral system represents a significant challenge to the current policy landscape. That said, the likelihood of any substantial change transpiring will be considerably reduced by the institutional arrangements put in place by three fundamental planks of the existing policy terrain: the State Sector Act 1988, the Reserve Bank Act 1989 and the Fiscal Responsibility Act 1994. If one accepts the public choice critique of the motivations of politicians, the latter two initiatives, in particular, comprise substantial bulwarks against the negative ramifications of the presumed tendency of elected representatives to indulge in rent-seeking behaviour in response to short-term political exigencies and the imprecations of high-demand groups.
 It has been argued that their combined effect has been such that it is "no longer possible for the main parties just to line up around the interests quite so crudely" (Matheson interview) and, as such, they are widely regarded as essential to the maintenance of the policy status quo. In short, by insulating the management of monetary policy from the direct influence of politicians and reinforcing the current preference for fiscal rectitude, both have (to employ the language of public choice) significantly reduced the scope for politicians to engage in the sorts of self-interested political activity consistent with individual utility maximisation. 

Advocates of the Reserve Bank Act 1989, for instance, would suggest that the legislation provides significant protection against some of the likely outcomes (such as fiscal largesse) should a government prove vulnerable to external capture. In this context, the Governor of the Reserve Bank has reiterated the point that in the event that a future government was to respond to externally generated political pressures by running a budget deficit, and contributing to inflationary pressures, the provisions of the Act would require the Bank to adjust monetary policy to tighter settings (Brash interview). In that context it is significant that the new government has left largely untouched the arrangements put in place by the 1989 legislation. Certainly it has renegotiated the PTA with the Governor (on 10 December 1996); specifically, the target range for annual movements in the All Groups Consumers Price Index was expanded from 0-2% to 0-3% and, in addition, reference was made to the contribution that monetary policy might make to sustainable economic growth, employment and development opportunities within the New Zealand economy. The legislation itself, however, remains as it was prior to the formation of the Coalition: the Bank has retained its statutory independence, and price stability remains the sole objective to which the implementation of monetary policy is directed. 

The fact that there has been little, if any, effective change to the status quo, was clearly signalled in a speech made by Dr. Brash some six weeks following the renegotiation of the PTA. In an address to the Canterbury Employers' Chamber of Commerce in late January 1997, the Governor indicated in unequivocal terms that, in order to disabuse critics of the notion that it was prepared to accommodate an increase in inflationary expectations, the Bank would be "striving to keep inflation well inside the 0 to 3 percent range, and ... as close to the middle part of the range as possible" (Brash 1997:4). In effect, therefore, the institutional framework within which monetary policy is conducted has remained essentially unaltered, and the Act continues to function as a "policy anchor" with regard to public policy decisions with, in particular, fiscal implications (Boston 1994:4). In addition, future governments pondering resiling from that framework will be chary of both the political costs associated with such a course of action, and, as the Governor has pointed out, the possibility that investors will "vote with their feet, or their money" (interview). (That would likely apply as much to a government with a substantial majority on the floor of the House as it does to the current administration, with its formal majority of one.) In this respect, the legislation "promotes a very important discipline and a very important bulwark against silly behaviour" (Brash interview), and thus conceivably represents an important antidote to certain of the potential excesses of the new political environment. 

Similarly, the reporting provisions of the Fiscal Responsibility Act 1994 impose a certain discipline with regard to the conduct of fiscal policy that is likely to militate against any significant move away from the policy status quo. Scott has argued that the tensions likely to arise within future coalition cabinets between people with strong personal commitments to particular areas of public policy will have fiscal ramifications; In the absence of a coherent fiscal strategy and a "counterweight which says that at the end of the day all of that has to fit within a fiscal envelope", those tensions will in all probability result in an expanding envelope (Scott interview). In the context of that assessment, the current Act will act as the necessary counter-weight. It will provide governments with an incentive to ensure that the fiscal implications of its actions are commensurate with the conception of sound fiscal practice embodied in the legislation, as well as setting some limits on the influence of external interests on the political executive. In fact, the intended practical application of the legislation's fundamental principles was glimpsed in the Budget Policy Statement delivered on 4 March 1997, in which the new Treasurer signalled that the new government intended spending $250 million less in its first year in office than it had initially signalled in the Coalition Agreement (The Dominion, 5 March, p. 1). 

Significantly, the existing macro-economic framework imposes statutory obligations on governments to "spell out for the electorate the implications of short-term decisions over the longer term", and as such will likely continue to function as an effective means of insulating fiscal and monetary policy objectives from the pressures for short-term politically expedient action that might accrue under MMP (Brash interview). That framework was, at least in part, intended to create a climate that would constrain, to a certain degree, the ability of future governments to pursue fiscal and/ or monetary policy directions that are at variance with the current orthodoxy in those respective domains.
 The Governor of the Reserve Bank has demonstrated the point by venturing the observation that: 

"if a party wins 45% of the seats in a future Parliament, and a condition of their being part of the Government is, for example, making employment growth the principle objective of monetary policy, the financial markets' reaction to that could be quite severe." (Brash interview) 

The point illustrated by Dr. Brash's comments (and by the essentially peripheral nature of the present government's modifications to the PTA) is that the current suite of legislation has introduced a series of external sanctions into political considerations regarding the determination of macro-economic policy settings. With reference to the domestic investment environment, Dr. Brash has further demonstrated that point by suggesting that: 

"New Zealanders, and indeed others, would react to a perception that the Government was behaving in ways which were going to have serious adverse long-term consequences. If the Government were to say: "We are going on a substantial spending spree", and [its] own forecasts suggested that that would lead to a rising debt: GDP ratio, or perhaps to a stable ratio but only on unrealistically optimistic growth assumptions, savers both here and abroad are very likely to say: "Look, we feel quite nervous about this. We think interest rates are more likely to rise; we think the exchange rate is more likely to fall; we think the value of the New Zealand dollar is likely to diminish. Let's get out of here." You would see not only foreigners withdrawing their investments, but New Zealanders withdrawing their investments." (interview) 

Such analyses demonstrate the considerable nature of the political risks associated with any future revisiting of legislative bulwarks such as the Fiscal Responsibility and Reserve Bank Acts. In a relatively small and porous economy, a government's discretionary movement on matters of macro-economic policy is necessarily constrained by a range of domestic and external considerations; in conjunction with internal political imperatives, those considerations will likely provide a strong incentive to maintain the current arrangements in the future. 

Legislating Under MMP - An Institutional Skew in Favour of the Status Quo 

The argument has not infrequently been made that, however well articulated or otherwise, many of those who supported electoral law reform did so because PR appeared to offer a systemic and effective antidote to the very considerable legislative powers that were vested in the hands of single party majority governments under FPP (McGee interview, McLeay 1995). John Martin has rather colourfully conveyed the sorts of sentiments that lay behind that popular support by suggesting that those who supported electoral law reform did so in large part because: 

"they didn't actually want the smack of firm government. They had seen the smack of firm government; now they wanted to swing back to a more orderly system where the politicians could not so easily make radical change. They wanted to slow down." (interview) 

MMP can therefore be conceived as a means through which limits are placed around the discretionary activities of elected political representatives, and although New Zealand's experience of PR is still limited, it may in fact transpire that its advent will signal a reduction in the incidence of decision-making processes of the sort possible under the ancien regime.
 In the context of this article, however, the key point is that the machinations of MMP are also likely to render attempts at anything other than incremental legislative change considerably problematic. Sir Kenneth Keith, a member of the Royal Commission on the Electoral System, has illustrated the significance of this point by way of reference to patterns of support for the introduction of PR in the United Kingdom: 

"In England some of the major supporters of Proportional Representation are people on the right of the Tory party. [In 1992] they were worried that a Kinnock government. elected with only 38% of the vote, would nationalise everything. So they see proportional representation as a conservative force which would make it more difficult to achieve rapid change. I think the chances of changing ... things [here] will be reduced by the fact that there has to be broad agreement on the changes. I think [MMP] can actually lock things in." (interview) 

Given the resounding victory of the British Labour Party in the May 1997 general election, that observation assumes a certain irony (not least inasmuch as the British Prime Minister, Tony Blair, is vehemently opposed to the introduction of PR for domestic general elections). In the New Zealand context, however, the point is that in the event of any executive configuration other than a single party majority government, the phenomenon referred to by Sir Kenneth will reflect the fact that an administration seeking to make any legislative progress will require the support of other parties in the House. That support may be forthcoming by virtue of the functioning of a formal and detailed coalition agreement, as we have now, and as has tended to be the experience in other jurisdictions with PR systems (State Services Commission 1996), or it may depend upon the support of other parties who are not represented around the cabinet table an issue-by-issue basis. In either event, future governments seeking to promote comprehensive reforms to existing policy settings will require substantially greater cross-party cooperation than has previously been a pre-requisite of major legislative change. Difficulties in securing such f support, especially as regards the legislation governing the management of the macro-economy, are likely to be exacerbated by the consensus that appears to exist in favour of the macro-economic reforms instituted in the last decade (Miller, cited in the Sunday Star Times, 20.10.96, p. C2). Miller's observation suggests that the Fiscal Responsibility and Reserve Bank Acts have attained an elevated status that affords them considerable protection against significant revision. That inference is supported by the Clerk of the House of Representatives, who has suggested with regard to the latter that it is treated as: 

"the most entrenched piece of legislation that we have got on the statute book. While it is true that in a legal sense that piece of legislation is not entrenched, politically, it is very entrenched." (McGee interview) 

David McGee's comments are a reminder that, under MMP, Parliament retains its sovereign right to legislate: irrespective of the electoral system in place, a government with the confidence of the House can change in any fashion it sees fit the essentials of any particular piece of statute law. However, and for the reasons discussed above, in a legislative environment bound by a PR system, it is going to be substantially more difficult for future reformist administrations to change existing policy settings than was previously the case. As a Consequence, there is every likelihood that under MMP the aggregate policy environment will be characterised by greater stability and continuity than was frequently the case under the previous electoral system. As one commentator has pointed out: 

"What the literature says about proportional representational systems is that laws are harder to make, and harder to unmake. Whatever policy you go into PR with, the likelihood is that it will remain relatively stable, because the new decision-making processes make changing laws harder. The literature [also] says that countries gain from the general policy stability that they derive from a PR system, but they lose some efficiency as a result of deal-making. In other words, there will be some efficiency loss in order to ensure that different interests can be accommodated and brought on board. However, there ought to be an offsetting gain, because you are not going to see the jerky policy changes that have tended to characterise New Zealand's recent history". (Matheson interview) 

MMP will not lock in the existing institutional arrangements and policy settings in any absolute sense, of course, and major modifications to current policy settings will not be impossible to make. A indication to that effect was given when the current government passed the State Sector Amendment Act 1997; the rapid passage of that piece of legislation under urgency provided a salutary reminder that an administration with a majority will, providing it remains united, be able to steward its legislative programme through the House. The decisive variable, of course, will be the political composition of the legislature as mediated by the electoral process. Given that MMP will function more accurately as a means of aggregating individual voting preferences, a public substantially in favour of significant change could well return a legislature prepared and able to legislate accordingly. The reverse, of course, would also hold. Sir Kenneth Keith has observed that "we have had such upheaval and change ... that it is now a matter of people bringing it together and starting to make it work better" (interview). Should there exist little appetite in the wider electorate for further significant structural readjustment, an informed voting public versed in the nuances of proportional representation will seek to ensure that its preferences are reflected in appropriately composed legislative (and subsequently executive) branches of government. 

Future policy stability may also be facilitated by the functioning of the recently adopted framework for strategic management that lies at the interface between the administrative and political wings of the executive branch. The efficacy of the new framework relies upon the alignment of government. Strategic Result Areas (SRAs) and departmental Key Result Areas (KRAS).
 Lying behind its articulation has been the desire to assist an organisation (the government) that in aggregate has "tightened its vertical accountability lines [to] strengthen its horizontal capacity to co-ordinate" (Scott interview). Notwithstanding that the initiative was developed under a previous administration, there appears little likelihood that any future government would wish to significantly depart from it. Quite apart from the rigour that it imparts to strategic planning processes, it has been suggested that the framework might prove useful in the negotiation of coalition agreements, inasmuch as it articulates a template for administrative endeavour within which compromises between alternative policy packages might be made (Martin interview, Matheson interview).
 (And in the case of a single party minority administration, the framework could serve a useful function as a part of a wider strategy of soliciting the support of other parties in the House for the government's legislative programme.) 

CONCLUSION - THE IRONY OF A MORE CONSIDERED POLICY PROCESS 

The last decade in New Zealand has been one in which profoundly comprehensive and wide- ranging constitutional change has taken place. That many of the diverse reforms instituted occurred at all in large part reflected the fact that, under FPP, Parliament was effectively held hostage to the political executive. That the legislature was able to do little more than formally ratify the initiatives of reformist governments made a practical mockery of the constitutional notion that Parliament is sovereign: the systemic nature of the simple plurality system was such that political sovereignty was in effect ceded to an executive which enjoyed a majority in the House. 

Electoral law reform was in part prompted by the desire to restrain the political executive by changing one of the key institutional planks upon which the power of New Zealand governments has traditionally rested. As indicated by John Martin above, the possibility of a less frantic and more deliberative political process is precisely what lay behind the momentum that eventually resulted in MMP. David McGee has graphically expressed the problem associated with the simple plurality system: 

There was never any doubt about [legislative] outcomes. There might have been doubt about the final form of [those] outcomes as a result of public participation through the select committee system, but there wasn't any doubt that governments could get their legislation through. They just had to sit in the House long enough, and they had to put up with the inconvenience of a few nights of urgency, and they would succeed. (interview) 

The probability that all of that will change in the future is predicated upon the assessment that (depending upon voting patterns) MMP will tend not to facilitate the return of single party majority governments. Under the new regime, the onus will firmly be on those proposing legislative change to convince a majority of MPs (and, by implication, the wider electorate) of the need for that change. As a consequence, the existing matrix of policy settings is likely to prove rather durable. Depending on particular assessments as to the desirability of that matrix, that probable outcome mayor may not be considered a positive one. Certainly there are communities of interest (paradoxically amongst which may well be numbered some that originally expressed vehement opposition to the introduction of PR) which have expressed some satisfaction with the fact that the new electoral system appears likely to lock in the major reforms of the last decade. One such group has indicated that it believes: 

that the economic fundamentals [in New Zealand] are solid, and that both major traditional parties seem to be committed to the existing parameters of policy. Minor changes are not seen as threats to the policies already in place. Because it will be more difficult in the future to create parliamentary majorities, it will also be increasingly hard to overturn reforms already in place... The political forces both in power now, and in the future, will probably not want to reverse the virtuous cycle presently in place (Moody's, cited in Kelsey 1995:7) 

Ironically, however, it is also likely that MMP will make the implementation of radical change more difficult where and when change of that nature may be sought. Moody's express considerable satisfaction at the probability that the "virtuous cycle" will not be substantially modified in the foreseeable future; the inference behind that observation is that MMP will render undesirable changes unlikely. By the same token, however, should circumstances dictate that some reappraisal of the fundamental bases of, for example, macro-economic policy is required, the stability and continuity provided for under MMP may well be redefined as counter- productive. Conceivably, reforms of the scope and scale implemented in the public sector and elsewhere within the national polity since 1984 would have been much more difficult to achieve under MMP (Boston et al. 1996). The fact that they are now in place means, however, that they are likely to endure in the immediate future. 
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� Election night results delivered the National party 34.13% of the national vote, which under the new system entitled it to 44 seats in the new 120 seat Parliament. Labour secured 37 seats on the basis of 28.27% of the party vote; NZ First held the balance of power with 17 seats (on the strength of 13.13% of the vote); the Alliance held 13 seats with 10.12% of the national vote; the ACT took 8 seats with 6.17% of the vote; and the United Party secured 1 seat and 0.91% of the vote (its parliamentary representation was secured through victory in the electorate of Ohariu - Belmont).


� The National/NZ First administration's first Cabinet was announced by Prime Minister Jim Bolger on 15 December 1996. It comprised 15 National and five NZ First representatives, with a further four members of NZ First, and two National party members, allocated positions outside of Cabinet. (This balance was altered by the sacking of Neil Kirton as Associate Minister of Health on 7 August 1997 (and his subsequent relinquishment of the Customs portfolio), and by Christine Fletcher's resignation as Minister of Women's Affairs, Cultural Affairs and Local Government in September 1997.) The Coalition Agreement (section 7.3 (b) provides for a reallocation of cabinet positions by 1 October 1998, by which time National's membership within Cabinet will have been reduced to 12, while NZ First will have eight members. Both parties will have three ministers outside of cabinet.


� See, for instance, the debates canvassed in McRobie (1993).


� The article was written in September 1997, and is based largely upon data generated through a series of eight in-depth qualitative interviews undertaken in the context of thesis research. The interviews were conducted between May and June 1996, and the interviewees comprised present and former senior public servants with the State Services Commission, the Department of Prime Minister and Cabinet, the Treasury, and the Office of the Clerk of the House of Representatives. A member of the Royal Commission on the Electoral System and current member of the Court of Appeal were also interviewed, as was a leading academic commentator. With one exception, all participants agreed to be interviewed on the record; those cited in this article are Dr. Donald Brash, Sir Kenneth Keith, Mr. David McGee, Mr. John Martin, Mr. Alex Matheson, and Dr. Graham Scott.


� It is, of course, possible that MMP might mediate the return of a single party majority government. On the basis of voting patterns registered over the last 60 years, however, that prospect appears distinctly unlikely. In the 21 general elections held since (and including) 1935, there have been only two occasions on which the successful party has won more than 50% of the national vote (and very few others in which the eventual government would have been entitled to a majority of seats in the House under a PR electoral system). In 1949, the National party secured 51.9% of the vote, and in 1951, following a snap election, it was re-elected with 54% of the vote (Royal Commission, 1986, p. 15). 


� Victoria Main, "Cyclones Winston, Tau and Tuku batter Parliament's decks" The Dominion, 17 March 1997, p.2. See also "Cabinet Office Circular: Coalition Management: Consultation Procedures and the new CAB 100 form" CO 97 6, Cabinet Office, Wellington, 16 May 1997.


� The fundamental principles set out in the Coalition Agreement provide examples of its formally prescriptive nature. For example, one of those principles states that the Coalition is committed to "act in all times in accordance with the letter and spirit of this agreement and endeavour with co-operation and consensus to fulfil the policies set out [in the Agreement]" (Coalition Agreement 1997:5).


� The silence is by no means complete, inasmuch as sketchy details are given of processes for resolving disputes, managing the coalition, and promoting and reconciling policy issues (see pps. 9 -11 of the Agreement). In the main, however, the development of systems and procedures for managing the interface between the two parties has occurred outside of the formal parameters of the Agreement, and in an apparently ad hoc manner as, and when, responses to particular coalition management issues have been required.


� See Castles (1994).


� The essential concerns of the public choice critique have to do with the perceived shortcomings of the democratic process in representative polities, in particular, as they relate to processes of public sector decision-making and policy implementation. In its original formulation, the critique is largely applied to issues concerning decision making within the political executive (it was subsequently extended to include the activities of the bureaucracy), and in particular it is concerned with the extent to which the allegedly self-interested actions of elected members of a government can result in sub-optimal macro-economic outcomes. For seminal contributions to the literature see Downs (1957, 1967), Olsen (1982), Buchanan (1986), and Buchanan and Tullock (1962). For an excellent review and critique of the public choice tradition, see Orchard and Stretton (1997). In the New Zealand context, see Boston et al. (1991, 1996), Scott and Bushnell (1988), Scott and Gorringe (1989), and Scott et al. (1990). 


� See Treasury (1993) Promoting A Consistent Strategy of Fiscal Balance, Budget Report No. 35, March 31. In advice to the then Minister of Finance, Ruth Richardson, during the design stage of what was to become the Fiscal Responsibility Act 1994, Treasury suggested that the shaping of electoral preferences was the most effective means of encouraging governments to adhere to sound fiscal policies. In turn, that shaping could best be achieved through legislation requiring governments to regularly disclose information relating to fiscal policy intentions.


� Although the taking of urgency during the passage of the State Sector Amendment Act 1997 in May 1997 (discussed below) may give the lie to that prognosis.


� SRAs comprise the mechanism that links 'the broad policy goals outlined in the Coalition Agreement; the resource allocation priorities of the Budget and the activities of the Government's departments and agencies' (Department of Prime Minister and Cabinet 1997:3). Each SRA may have implications for one or a number of agencies, and each global area is broken down into a series of more specific objectives. KRAs constitute departmental targets, the aggregate attainment of which is intended to contribute to the successful achievement of SRAs. There are nine broad outcome areas set for the public sector for the years 1997 - 2000: (1) strong economic growth; (2) enterprise and innovation; (3) external linkages; (4) education and training; (5) economic and social participation; (6) safer communities; (7) health and disability services; (8) Treaty of Waitangi; and (9) protecting and enhancing the environment (Department of Prime Minister and Cabinet, 1997).


� However, the point has also been made that in order that the system operate optimally, a stable political environment (characterised by infrequent changes in both the administration and major policy settings) which enables both portfolio ministers and CBs to develop a working relationship over several years is required (Boston et al. 1996). Therefore, if the tendency under MMP is for reasonably frequent changes in the profile of governments, and/or the stewardship of ministerial portfolios, the effectiveness of the new initiative is likely to be compromised. 








