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REPRESENTATION BY NEW ZEALAND 

The follol-d.ng communication dated 31 March 1977 from the Permanent 
Representative of Uew Zee.land to the United Nations addressed to the Secretary­
General of the United Nations is submitted to the Committee for its consideration. 

The Perma.."lent Representative of New Zealand presents his compliments to the 
Secretary-General of the United Nations and has the honour to refer to the 
Secretary-General9 s Note, FI 313/1(1) of 22 February asking Governments to furnish 
national income statistics for 1975 and any revision in respect of 1969-1974, 
together with any other relevant data or supplementarJ material which may be of 
assistanc~ in connexion with the review of the scale of assessments being undertaken 
by the Committee on Contributions. 

The Permanent Representative of !Jew Zealand has the honour to submit with this 
~Tote a paper satting out the views of the Hew Zealand authorities on the questions 
before the Committee. The New Zealand authorities regret that the requirement at 
this time of the year to pre:;;>sre the New Zealand annual budget has prevented the 
earlier preparation and submission of these representations. The New Zealand. 
authorities have taken the present exceptional step of making special representations 
to the Committee only after the fullest consideration and in the light of the 
exceptional developments affecting the New Zealand econo~. It would accordingly 
be appreciated if they could be drawn to the attention of the Committee. 

It is the view of the New Zealand authorities th~t the percentage contribution 
assessed on New Zealand for 1977 is in excess of New Zealand's relative 11 capacity 
to pay". It is their hope that the evidence given in the paper of a serious 
dete:r'ioration in New Zealand's fundamental economic situation in recent years and~ 
inter eJ_ia, of a serious burden of external public debt and inflation rates in 
excess of those experienced in many other countries, will be given their dt;,e -vreight 
by the Committee in its consideration of future scales of assessment in accordance 
with General Assembly resolution 31/95 B. 
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COMMI'ITEE OH CONTRIBlJTIOIJS 

Response by Nevr Zealand to United nations 
Hote No. FI 313/1(1) or" 22 February 

NEH ZEALAl'TD 

National Income Statiatics: Fevr Zealand national income at market prices 
(former SI\TA) for the fiscal years beginning 1 April are set out below. (No official 
estimates of calendar year data are available.) Figures are in million new Zealand 
dollars. 

1969 
1970 
1971 
1972 
1973 
1974 
1975 

4,445 
5,094 
5,988 
6,983 
8,046 
8,721 

10,027 

Source: Department of Statistics latest revised figures. 
A table of national income and expenditure data for 1972-1975 
is attached at annex. 

Comment: In considering the above national income data, the nature of 
New Zealand 1 s economy is such that special attention needs to be given to other 
factors which are taken into account by the Committee. T~~en in isolation national 
income data seriously overstate New Zealand's current and medium term ''capacity to 
pay0

, relative to other countries. 

Because of Hew Zealand's substantial dependence on international trade, the 
country was particularly affected by the serious downtUl·n in the world economy 
which began to become evident in 1973. Hew Zealand's terms of trade with the rest 
of the world (1957 = 100) declined from an average level in 1973 of 121 to 95 in 
1974, and 71 in 1975. Latest figures available (for the third quarter of 1976) 
show the index at 74, even thoueh export prices have sie;nificantly increased. 
Despite very wide ~clical swings, the terms o~ trade for New Zealand have gradually 
trended down for the last 15 years. The 1975 average of 7l compares with the actual 
avera~e of 98 for the decade 1962-197~-Superimposed on this downward trend has 
been the effect of the massive increase in oil prices. 

As a consequence New Zealand experienced ~~lan~e of payments deficit of the 
orde..!._of 15 per cen~_o_f_ G!,TP ip. 19_14/75 and 11 per cent in 1975/76. Given the 
structural changes in the wui'ld economy over the last "few years. current terms of 
trade must be expected to be a long-term "feature "for a primary commodity exporter 
such as Hew Zealand. Due allowance should be made "for reduction in purchasing 
power of national income arising from the decline in the terms of trud~. 
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The New Zealand Government decided on a process of gradual adjustment to the 
new external situation. A lar~e public sector deficit was maintained and extensive 
overseas borrowing was undertaken. As at 28 Februaq 1977 New Zealand's overseas 
debt stood at ~HZ 2,589.6 million.** Comr,areC. with~i'TZ 4;5.'2-million as at 
31 Harch 1974, this has been a dramatic i~crease representing about 7 per cent of 
that period's national income. The great bulk of this borrowing •vill need to be 
refinanced (at terms which could be quite unfavourable) or repaid in the next few 
years. Government debt interest payments as a percentage of export receipts for 
June years are: 

1973 
2.1 

1974 
1.9 

1976 
4.8 

As a corollary to the borrowing-financed gradual adjustment policy, 
l~ew Zealand's exchan,cse rate has been si_gnificantly __ overvalued. Latest ;'International 
Financial Statistics 11 (February 1977) indicate that the $NZ :f,us exchange rate has 
declined by 28 per cent since 1974. Notwithstanding its extent, this decline has 
not been sufficient for balance of payments equilibrium. Thus, for a true estimate 
of the international value of New Zealand's national income, conv-ersion at the 
latest exchange rate is essential. SUS l.OO:$NZ 1.049 was the rate ruling at 
18 Narch 1977. 

A further relevant factor is the £gntinuin~ high rate of domestic inflation 
in Hevr Zeale.nd. Annual figures were 10.2 per cent in 1973; 12.6 per cent in 1974; 
15.7 per cent in 1975; and 15.6 per cent in 1976. 

It is illustrative of New Zealand's relatively vulnerable international 
competitive position to note the direct contribution of increasing import prices 
to the increases in the price index of final expenditure at marlcet prices (GDE plus 
exports) • These are as follows: 

Increases in Price 
Index: 

Final expenditure 

Imports 

1973 

10.4 

0.9 

1974 

6.7 

1.2 

197.2__ 

11.4 

6.8 

1976 
16.4 

7·3 

In the light ~f the foregoing data, the New Zealand authorities suggest that 
a more appropriate indicator of New Zealand's relative international '1capacity to 
pay'1 is given by the trend in real effective gross domestic product (i.e. real 
domestic production aC.justed for terms of trade movements). 

** Figure not published in New Zealand - it should be re~arded es confidential 
to the Committee ~~d Secretariat, and is not for publication under any circumstances. 

/ ... 
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1974 

1975 

1976 

~~ Estimate. 

Beal Effective 
GDP - Annual 

o/, Chang~ 

-4.3 

-1.5 ) 

-0. 5~} ) 

a cumulative decline 
of 6.2 per cent on 
the 1973 base 

Hhen these fip.:ures ~::.re applied to the national income data, the following 
approximate modified figures are produced: 

"'., ..... 

$NZ mill::.on 

1974 8,346 

1975 9,877 

Converted at current $HZ:$US exchange ra.te. 

$Uf::_** 

7,S54 

9)~14 

Conclusio~: In submitting brief comments supplementary to New Zealand's 
national income statistics 3 it is intended to indicate the limitations of these~ 
vrhen taken in isolation, as a guide to I'Jevr Zealand 1 s rvcapacity to pay". 

It is interesting to note that New Zealand's rankin{" in the GNP per capita 
list (source - ivorld Bank Atlas) had slipped si.q:nificantly even on 1974 data. 
The 1976 listing places lTew Zealand fifteenth compared vrith tw·elfth the previous 
year (1973 data). More recent OECD data (1975 estimate) sugp.:est that New Zealand 
ranks seventeenth behind the United Kingdom and Jauan. Hhen small (popule.tion 
under 1 million) resource-·rich nations are included, New Zealand is placed even 
lower - ti..renty·-second/t>-renty-third. ITew Zealand's relative international position 
has clearly fallen and will continue to do so in real terms) particularly where 
the use of foreign exchane,e is concerned. 

The Ne~·r Zealand authorities believe that the above data should be of interest 
to the Committee in relation to operative paragraph 4 of General Assembly 
resolution 31/95 A and to its review of the scale of assessments provided for in 
General Assembly resolution 31/95 B. They consid.er that IJew Zealand, as a 
primary exporting country, has suffered a lonp.:-term structural decline in its 
terms of trade and that the economic situation which 1Teiv Zealand_ has come to face 
in recent years warrants adjustment of the base data according to which 
New· Zealand 1 s 11 capacity to payn is assessed, and a consequent reduction in 
Ne'iv Zealand 1 s percentage contribution to the United Nations budget. 




