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Economic Theory Works'

That is the thesis of this address, but it is a thesis built upon the belief
that economic theory only contributes positively to the dynamics of
economic progress if there is the right leadership of people; if the
power of ideas is free to emerge; and if there is a sufficiently strong
political will to facilitate the durable implementation of those ideas. In
a sense, the address is thus about the interaction of people, power and
politics in contributing to the processes of economic change in New
Zealand, and the lessons which can be drawn from that process.

In looking back over the past decade of tumultuous change in our
economy and, of more importance, in thinking about the implications
of the dynamics of this process for the next decade, I have perhaps
been unusually fortunate to experience the interaction of people, the
power of ideas, and politics from the perspective of having been an
insider within the country's central bank, its Public Service, its largest
State owned enterprise, one of its major private sector corporations,
and its largest voluntary welfare organisation.

Such an intensely varied career has facilitated exposure to national and
corporate crises, competing visions and goals, an array of strategies to
address a vast array of public and private sector policy problems,
diverse teams of people, and much debate about the processes and
timing of economic and commercial change. It has also provided
insight to many of the ideas which have driven these processes, ranging
from principal/agent theory to network/common facilities problems,
from the role of elasticities to transactions cost analysis, from positive
macro-economic adjustment policies to the dilemma of variable lags,
from econometric modelling to capital flow theory, from the

' This address was prepared at the request of the New Zealand Institute of Economic Research
subsequent upon the inaugural award of the NZIER/QANTAS Economics Award in 1994. Dr
Deane is currently Chief Executive of Telecom New Zealand Limited, and was formerly Chief
Executive of Electricity Corporation of New Zealand Ltd, Chairman of the State Services
Commission, Deputy Governor of the Reserve Bank of New Zealand, and Alternate Executive
Director of the International Monetary Fund.
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