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ABSTRACT 

This thesis on the role of the producer boards in the New Zealand 

- EC negotiations examines the interaction of the non-governmental 

interest group organization in the government policy process and the 

international negotiation process. The New Zealand Dairy Board and the 

New Zealand Meat Producers Board have an important role in undertaking 

New Zealand's overseas trade commitments, in an area that sees not only 

economic but overt political interaction between countries. 

The statutory responsibilities of the producer boards suggest that 

an important relationship exists between such organizations and the 

state. Our expectations in this regard are that the producer boards 

would have had a noticeableinput into the policy process vis-a-vis the 

New Zealand government and would certainly have been involved in 

pressing New Zealand's case for trade access to the United Kingdom and 

the EC. In examining the validity of these expectations, the thesis 

discusses the statutory nature of the producer boards, their relation

ship to the interest group system, and the various means by which such 

groups can be examined. It assesses both the domestic policy making 

role and the international negotiating role of the producer boards by 

examining their historical connection to trade policy negotiation 

with Britain in agricultural products, and by examining specific 

policy issues that arose in the course of New Zealand's quest for 

continued trade access to the EC. 

In conclusion, they provide a very good example of the 'political 1 

role of the international trading organization in both policy discussion 

and international trade negotiations. One sees the extensive use of 

traditional pluralist forms of government - interest group interaction, 

namely formal and informal networks. They function as an international 

trade pressure group through the use of political lobbying, public 

relations campaigns and international trade cooperation. 
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CHAPTER I 

INTRODUCTION 

Aim and General Perspective 

The subject of this thesis is the role of the producer boards, 

namely the New Zealand Dairy Board (NZDB) and the New Zealand Meat 

Producers Board (NZMPB) in the process of New Zealand's trade access 

negotiations to the European Community from 1970 to 1982 inclusive. 

The overall focus is on the producer board involvement in the policy 

and negotiating process regarding this trade access. Within this process, 

there exists a domestic role within the New Zealand political and economic 

environment and an international role within the United Kingdom and the 

European Community. 

This study concentrates on a time of major change in New Zealand's 

agricultural trade links with Europe. It encompasses the winding down of 

the longstanding trade agreements between New Zealand and the United 

Kingdom. It covers the negotiating period in regard to New Zealand's 

right of entry for butter, cheese and sheepmeat to the European 

Community and subsequently follows the progress of the new trade 

relationship with the Community through the following decade. 

The existence of a close working relationship between the New 

Zealand government and the producer boards in regard to the EC negotiat

ions has been noted by various writers and commentators. 1 Indeed, no 

real secret is made of the fact that government and producer 

1For example, see Juliet Lodge, The European Community and New 
Zealand, 1982, London, Frances Pinter, p.6; also Juliet Lodge, 'New 
Zealand, Britain, and the EEC in the 1970 1 s 1 , in Australian Outlook, 
Vol 29, No 3, December, 1975, p.297; also L. Cleveland, The Anatomy of 
Influence, (1972), Wellington, Hicks Smith & Sons, p.17. 
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representatives readily work together in the coordination of New 

Zealand's overseas trade in agricultural products. This exists not just 

in Wellington but throughout the extensive network of producer board 

offices and government embassies and trade commissions world wide. That 

such a close working relationship might exist is not surprising, given 

the major role of agricultural trade in the New Zealand economy. For 

example, in 1972, agricultural exports realised over 80 percent of New 

Zealand's total export revenue. 1 In 1982 the level of this export revenue 

was still over 60 percent with the remainder made up of timber, wood pulp, 

paper and other manufactured goods. 2 However, despite the recognition 

of a close working relationship between producer interests and govern

ment, very little investigation into the nature of that relationship has 

been undertaken. 3 

This study seeks to remedy that by examining the producer board -

government relationship with reference to a specific policy case, namely 

the New Zealand - EC negotiations from 1970 to 1982. It is intended to 

use the framework of New Zealand's ongoing negotiations with the EC in 

order to study how non-governmental bodies, such as the NZDB and the 

NZMPB, become involved in the policy making process and international 

negotiation. Looking at the NZDB and the NZMPB as two groups 

1New Zealand Official Yearbook, (1972) Wellington, Department of 
Statistics, p.533. 

2New Zealand Official Yearbook, (1982), p.530. 

3such studies that do exist are, J.R. Biggs, Corporatised Pressure 
Groups in the Welfare State, MA thesis, Victoria University of Hellington, 
1965; D.R. Hutton, The Role of Statutory Boards in New Zealand Public 
Administration, MPP research paper, Victoria University of vJellington, 
1978. Biggs examines the formal and informal policy making roles of a 
number of the producer boards in New Zealand. Hutton dwells on a wider 
examination of the role of statutory authorities, including the producer 
boards, in New Zealand. There are a number of publications that look at 
the structure and historical development of the agricultural industry in 
New Zealand, but little of the industry - government relationship is 
examined to any degree. R. Mulgan, in Democracy and Power in New Zealand, 
(1984), Auckland, Oxford University Press, pp.90-118, examines the 
Federated Farmers as a member of the agricultural interest group system 
in New Zealand. This is also undertaken by L. Cleveland, op. cit. pp.83-91. 
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representative of specific agricultural interests (quite separate and 

distinct from the Federated Farmers interest group structure), this 

study examines the role of the interest group in the foreign policy 

process. In this, the whole issue of the quest by New Zealand for 

special access to the enlarged EC is seen as an event requiring a number 

of specific foreign policy responses by the New Zealand government and 

where the principal trading interests of the NZDB and the NZMPB were 

directly involved. 

How a country goes about formulating its foreign policy in reference 

to a particular issue raises many considerations. These will include the 

range of policy options available, the various parties involved or 1 : 

affected by the issue, the desired outcome of the policy issue, and the 

means by which to bring about that outcome. With regard to a country's 

size, po 1 iti ca 1 and ec9,nomi c sys tern, and its po 1 iti cal and trade 

relations, each policy issue requires its own unique response. Those 

parties involved in resolution of the policy issue will reveal a wide 

variety of responsibility and status. These will primarily be govern

mental actors, but may also include groups and individuals from outside 

government, for example, business, finance and trade representatives. 

Those who are government personnel are readily identifiable. These 

will include heads of state, heads of government, foreign and trade 

ministers and other representatives of state involved in foreign 

relations, trade policy and industry. Less identifiable and certainly 

less obvious are the non-governmental actors, those with vested interests 

in the outcome of the policy decision and yet who are outside the . 
governmental policy process. Such groups are not always involved. 

However, the type of organisation that can be involved is very diverse 

and will include interests such as multi-national corporations, voluntary 

social and political organizations, religious and ethnic groups. Such 

groups can and do have an effect on the foreign and domestic policy 
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process. 

Given the constant process of change in the political, economic and 

social makeup of society, it will always be important that we examine 

the role and function of non-governmental groups in the policy process. 

In New Zealand, the role that agriculture plays is massive, suggesting 

that the agricultural industry might wield considerable influence in 

government policy making on such an issue as New Zealand's quest for 

special access to the EC. One could consider this agricultural industry 

role in reference to the following: 

... the political importance of farmers is increased because they 
make a contribution to the national economy in an area which has 
been shown to have great strategic importance in the past and 
increasing economic and political influence today. With certain 
exceptions like New Zealand, agriculture makes but a small con
tribution to the gross national product of developed countries. 
Despite·this, it is usually large and important enough to form an 
essential part of a managed economy. 1 

As a member of the industrialised grouping of countries, New 

Zealand exists as something of an aberration from the norm. Unlike most 

other Western, developed states, agriculture remains the dominant 

source of export income, of which the primary export earners are 

confined to the main range of meat, dairy and wool products. In some 

ways, the economic base of the country is akin to the fragile nature of 

many developing countries, namely export oriented economies dependent on 

a limited range of agricultural products. In recent years this has 

changed somewhat as the industrial base of the New Zealand economy has 

been expanded. However, the dominance of the agricultural economy remains. 

One mu.st also consider the fact that although by world production 

standards, New Zealand is a small producer in terms of nett production, 

as regards world wide trade in such things as butterfat, milk powders 

and sheepmeats, New Zealand is the major trade competitor with such 

agricultural export giants as the EC and the United States. Compared to 

1J.R. Tarrant, Food Policies, (1980), Chichester, John Wiley & Sons, 
p. 74. 
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that of the EC, New Zealand 1 s total production of dairy and meat 

products is much smaller. However, whereas the EC consumes most of what 

it produces, with its surplus production earmarked for export or storage, 

New Zealand, with small population and small domestic market, must export 

the great bulk of what it produces. The growth in recent years of massive 

product surpluses in the EC and the United States, especially in dairy 

products such as butterfat and milkpowders, has meant even more frust

ration for New Zealand as its own exports of these products have met 

increasing competition from the export dumping of subsidised surplus 

production. 

New Zealand is a small state and exhibits the qualities that make 

it so. These are such things as small land mass, small population, small 

GNP, and a low level of military capability. 1 These characteristics, 

along with the agricultural export oriented economy of the country can 

be said to have a marked effect on the foreign policy motives of the 

country. One writer has commented thus: 

The contraction of New Zealand's strategic interests to a regional 
focus on Australia and the South Pacific, contrasts sharply with 
the global expansion of New Zealand's economic interests .... 
Britain's entry into the EEC and the energy crises have had serious 
detrimental effects on the New Zealand economy. New Zealand has 
been forced to launch an international search for new markets for 
its agricultural products - to develop what is, in effect, an 
'agricultural I foreign policy. 2 

The renewed 1 economic 1 thrust behind New Zealand's foreign policy 

interests, brought about as a result of marked economic changes beginning 

in the late 1960 1 s, draws one to look at how the policy makers have 

responded to these changes. The response by the New Zealand government 

and the agricultural industry to the British accession to the EC in the 

early l970's is but one of a number of developments of this time. It 

highlights the importance of understanding how the New Zealand foreign 

policy agenda has increasingly been tied to economic considerations 

1J. Henderson, et. al., Beyond New Zealand, (1980), Auckland, 
Methuen, p.2. 

2rbid., p.5. 
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rather than those of a purely political nature. One of the main thrusts 

of New Zealand 1 s foreign policy through the 1970 1 s has revolved around 

reducing the problems of trade access to limited and finite markets, 

and of expanding trade access through market and product diversification. 

Both the NZDB and the NZMPB have had a number of successes in diver

sifying their respective products away from traditional markets and in 

establishing new market destinations. 

It is certainly true that issues such as French nuclear testing in 

the Pacific, the visits of nuclear powered and/or armed vessels to New 

Zealand ports, and the perceived threat of a growing Soviet naval 

presence in the Pacific Ocean has given rise to considerable debate 

amongst New Zealand's foreign policy planners. However, it must be said 

that the issue of French nuclear testing has been kept quite apart from 

New Zealand's political and trade relations with France in regard to 

New Zealand 1 s continued trade access to the EC. Likewise, despite the 

talk of the growing Soviet naval presence in the Pacific, New Zealand 

trade with the Soviet Union has grown steadily throughout the 1970's. 

It is fairly evident that the greatest threat to New Zealand has been 

in the problems of securing adequate and long term market access for 

its agricultural products abroad, and that the obtaining of this market 

access, though by no means the only concern, has loomed large as the 

primary thrust of New Zealand 1 s foreign policy in recent years. If we 

consider New Zealand's trade relations to be an important and major 

component of its foreign relations, then understanding the role of 

groups such as the producer boards in those international relations 

becomes all the more important. 

Format 

The primary focus of this study is on the role of the NZDB and the 

NZMPB in the New Zealand - EC negotiations from 1970-1982. However, the 

overall aim embraces a number of wider concerns. These are the role of 
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the producer board organization in the state and the interest group 

system; the role of such organizations in the domestic policy making 

process; and their function as international trading organizations 

involved in trade policy negotiations. In this sense, the New Zealand -

EC negotiations are a vehicle for the study of a number of very 

important areas of government - interest group interaction. Just as we 

see organizations like the NZDB and the NZMPB as input mechanisms to 

the foreign policy making process, revealing the close interaction of 

government and the agricultural industry, we see these same organiz

ations involved with other political systems, revealing the important 

role of such groups in the interaction of politics and agricultural 

trade in the international environment. 

The main body of this thesis will entail a five chapter inquiry. 

Each of these will, in turn, examine a number of important areas 

concerning the producer boards' role in the New Zealand - EC negotia

tions that have been raised in this introduction. The first of these 

will examine the relationship of the producer boards to the state and 

to the interest group system. Producer board organizations are part of 

a wider relationship between agriculture and the state. This relation

ship hinges on the political, economic and strategic importance of food 

production. As part of an interest group system, it is important that 

we examine the various means by which such groups can be studied. To 

this end, structure and organization, legitimacy, group behaviour, and 

the various types of interest group interaction with government are 

important elements to be investigated. 

Following this, there will be a chapter examining the historical 

development and the industry functions of both the NZDB and the NZMPB. 

This will look at how their respective industries are structured, how 

they operate overseas, and in what ways they are similar (or different) 

to each other. 



9 

The next chapter will focus on the interaction of the producer 

boards with the foreign policy making process in New Zealand. This will 

look at the basis of the producer board involvement in that process; 

the structure of that process; the formal and informal networks of 

producer board - government interaction; and the organizational and 

behavioural devices by which the legitimization of the NZDB and the 

NZMPB involvement in New Zealand's quest for special access to the EC 

was assured. 

The next two chapters will concentrate on the producer boards and 

the international negotiation process. The first of these two chapters 

will cover the basis of the international negotiating role of the 

producer boards and will examine the issues concerning the New Zealand 

negotiations with the United Kingdom and the EC up to and including 

the Protocol 18 negotiations of 1970/71. The second of these two 

chapters will concentrate on four main issues that have concerned the 

New Zealand government, the EC and the producer boards since the 1970/71 

negotiations. These will be the pursuit of higher prices and a more 

equitable price mechanism for dairy products; the New Zealand - EC 

cooperation over world dairy trade and New Zealand efforts to diversify 

its dairy trade; the EC sheepmeat regulation proposal and introduction; 

and the post-1980 butter access issue. Both these chapters will show 

how the producer boards have cooperated with and reacted to such 

diverse elements as the British government, EC Commission officials, 

other agricultural trading organizations and pressure groups, and the 

New Zealand government itself. 

By looking at both the domestic and international role of the 

NZDB and the NZMPB in the EC negotiations over this period of time, it 

is hoped that a clearer understanding of the role of such organizations 

in the foreign policy process will emerge, along with a wider perspec

tive and knowledge of the links between the state and the agricultural 

industries. 
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CHAPTER II 

THE PRODUCER BOARDS, THE STATE AND THE INTEREST GROUP SYSTEM 

Agricultural Producer Boards and the State 

Producer boards, or marketing boards as they are often known, 

exist in many countries. Such organizations will be controlled either 

by producer interests with nominal state representation or they will be 

under the effective majority control of the state. What is common to 

them all is that they are empowered by statutory authority to represent 

and control producer trade interests, the level of state control on the 

boards themselves often being a reflection of the political leaning of 

the state apparatus. 

Agriculture and the state are inherently connected for various 

political and economic reasons. As one writer has commented, one of the 

most important reasons for government involvement in agriculture is 

the international political role of food. 1 This political role can be 

seen in the fact that a country 1 s ability to adequately feed its 

population is of immense strategic value. As well, the ability to export 

agricultural produce is of value as an earner of foreign exchange. 

Likewise, the necessity to import food is an economic and political 

burden to many countries. This requires foreign exchange and can be a 

serious liability to those countries with balance of payments problems 

or crippling overseas debt. With these in mind, the state has a respon

sibility to oversee the agricultural requirements of the country, such 

requirements depending on the need to import or export produce, to 

assist local producers, and to improve efficiency of production and dist
ribution in order to enhance returns to the producer and the state. 

1J.R. Tarrant, Food Policies, (1980), Chester, John t.Jiley & Sons, p.45. 
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From an international trade viewpoint, an even greater reason for 

government intervention will result in the case where a country's 

bargaining power is weakest, especially a country relying on the export 

of primary produce. 1 New Zealand, being geographically isolated, 

relying on the export of primary produce and politically weaker than 

many of its trading partners, exhibits many of the reasons why govern

ments are so involved in agricultural trade. One of the primary reasons 

for the formation of the meat and dairy boards by the New Zealand 

government was to assist New Zealand producers in combating the very 

powerful private trading interests in London that manipulated market 

distribution and prices to the disadvantage of New Zealand. 

In a wider sense, the reasons for government intervention revolve 

around the three main areas of production, consumption and trade. 2 In 

nearly all cases, agricultural production involves a wide distribution 

of producers all serving a central market structure. This necessitates 

some means of production coordination so that markets are not at once 

flooded with excess production thereby depressing prices, or in turn, 

deprived of stocks thereby inflating prices. In the interests of fair 

and regular returns and the maintenance of product standards, producers 

will often organise to achieve such aims. Regional means might be 

through a cooperative structure, a feature of the New Zealand dairy 

industry. However, on a national basis, producer coordination of 

production and the like, is necessary, especially when the production 

system is geared to large scale export marketing. Hence it is common 

for the state to set up or sponsor a nationally based organization 

responsible for coordinating specific product groups. Market distribu

tion of the product likewise requires coordinated control, as in the 

transport and storage of produce, the processing of the raw product 

1Ibid. 

2Ibid. P.48. 
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material and also the marketing and presentation of the final product. 

This will be undertaken either by private interests other than the 

producer, by the state itself, or by producer controlled authorities 

that control all phases of marketing. This brings in the area of trade 

in general. From a commercial point of view, producers exist as one 

link in a chain, alongside processors, packers, wholesalers and 

retailers. 1 In all this, it comes back to the point of the producer as 

an individual. Against organised commercial interests, producer's 

interests require management as farmers most often exist as sole owner/ 

operators, which without some national coordinated management would 

face innumerable commercial problems. The farmer who produces milk or 

raises sheep or cattle is virtually powerless to sell his product 

without a wider coordinated control of production, market processing 

for consumption, and trade. This too applies to the issue of food 

standards and hygiene. It is important that the end product is of a 

uniform quality and is up to the required standards of the local and 

overseas market. 

As already noted, government intervention will generally take 

either two basic forms. One will be that of total state control of 

agricultural marketing. This is common to many 'eastern bloc' countries, 

but is by no means confined to these countries alone. New Zealand 

has experienced direct state control of agricultural marketing; this 

was in the form of the Primary Products Marketing Department set up by 

the 1935 Labour Government. The producer controlled board is the second 

main form of government intervention in agriculture whereby producer 

representatives are authorised by statute to control various phases 

of production and marketing control. Although the specific duties of 

the board can vary, the fundamental difference between these two forms 

of government intervention is in the dominance of producer represen

tation and the effective control of the board by producers. 

1Ibid. p.52. 
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The introduction of the Primary Products Marketing Department in 

1936 under Labour and the post 1949 return to producer controlled boards 

by the National Government reflected two distinct party political vie1t1s 

on the role of the state and of private enterprise in agricultural 

marketing. It can be said, however, that the producer controlled 

statutory board has now become firmly entrenched within the political 

and economic structure of New Zealand. 

A useful definition of the producer board (or marketing board) 

would be as follows; 
A producer influenced (or controlled), compulsory organization 
sanctioned by government authority to intervene and engage in 
various phases of marketing. 1 

The producer board will vary according to the product, marketing 

and processing operations and the industry structure. They are creatures 

of statute but differ from government agencies or departments by the fact 

of the control by producer representatives of management and industry 

policy. They usually have the authority of industry -wide compulsion and 

nearly always retain monopoly over the marketing of their agricultural 

product. Such power of monopoly control and industry -wide compulsion is 

usually tempered by their ultimate answerability to the government 

through a Mintster of state who in most cases will retain some measure of 

authority or veto power over board decisions. Palmer (1979), refers to the 

producer boards in New Zealand as a type of government agency and groups 

them under the general category of quangos (quasi autonomous national 

governmental organizatio~, but this is somewhat misleading.2 Although 

they are statutory organizations and subject to ministerial direction, 

private funding and producer elected majority representation on the boards 

remove them from the classification of quangos, which are largely 

funded by the public purse and are controlled by appointees of the state. 

1o. Israeli and J. Zif, Societal Marketing Boards, (1977), New 
York, John Wiley & Sons, p.4. 

2G. Palmer, Unbridled Power, (1979), Wellington, Oxford University 
P res s , P . 3 9 . 
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Producer boards can be classed into two main groups: 1 

fig. l 

Non Trading Boards 

- advisory or promotional boards 
- regulatory boards 
- price stabilization boards 

Trading Boards 

- price stabilization boards 
with trading powers 

export monopoly boards 
- domestic monopoly boards 

The NZDB would be in the category of a trading board in that it 

possesses monopoly powers in the export market plus some domestic 

monopoly control. The NZMPB has in the course of its development 

existed under both categories. In the past it has been a non trading 

board possessing regulatory and promotional powers with powers of 

price stabilization. However it has taken on active trading powers in 

certain sensitive markets. 

Be they trader or non trader, the basic objectives of the producer 

board remains the same. Being responsible to the agricultural producer 

and ultimately to the government and the state, such objectives would 

be the pursuit of maximum income returns, to increase production and 

quality control, and to pursue policies that ensure market and price 

stability. The development of new markets and new products through 

diversification, the introduction of new technologies to the agricul

tural industry and the continued welfare of the agricultural community 

are other important responsibilities of producer board organizations. 2 

Farming and agriculture in liberal democratic societies is 

intimately tied to the private ownership of land and the ready access of 

that industry to the market place. Controls are necessary to some 

degree. To this end, the state in such societies will limit its involve

ment to that of enacting the industry-wide producer-controlled authority. 

However~ in matters of international trade, government intervention in 

1o. Israeli and J. Zif, lac.cit. 

2Ibid., pp. 22-23. 
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agriculture will become more pronounced. In this, organizations like 

the producer boards are confined to working within the constraints of 

international trade agreements. One can see.that in the question of 

New Zealand's agricultural trade access to the European Community, the 

negotiations always were and have remained the ultimate responsibility 

of governments. This reflects the fact, as has been pointed out, that 

agricultural trade is highly political in nature, reflecting inter

national and domestic politico-economic concerns. 

Agriculture, within or outside a country, is the focus of much 

political activity and the farmer, especially in 'developed' countries, 

is a highly motivated 'political animal 1 • The farmer as political 

animal relates directly to the important function of food production; 

the importance of agriculture in political and economic terms, namely a 

country's security, wealth and strategic value; and the social, 

ideological value of the family farm. 1 

Agriculture is a highly vulnerable industry, subject to the threat 

of climatic change, disease, and market and price fluctuation. Farming 

in many countries, especially in developed states, often lags behind 

other industry in income return per head of population. This is especially 

so in countries with large and widespread farm communities. One of 

the prime motives behind the EC's Common Agricultural Policy and one of 

the main reasons why it has consumed so much of the EC's annual budget 

has been in the massive price support policies given to the large farm 

community in order to raise farm incomes, to retain the viability of 

farming as an industry and to keep farming alive as a way of life for 

millions of people. The intended effects of farm rationalization and an 

improved standard of living for those remaining on the land has been 

overshadowed by the problem of massive surpluses in many farm products, 

1J.R. Tarrant, op. cit., p.69. 
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a growing disparity of income between rich and poor farmers, and the 

massive growth in agricultural budget allocations. Of some contrast and 

yet no less political in a sense, is the New Zealand farmer who has 

occupied a dominant position in the body politic and economic structure 

of the country. Having a much smaller population, much larger and more 

efficient farm units, the agricultural community in New Zealand has by 

and large fared much better than its European counterpart. Likewise, 

the role of agriculture has been far more important in the creation of 

the country's wealth. 

As in all agricultural nations, the farmer is a part of the very 

folklore of the country. Leaving the romance of such things aside, the 

farm community has a very real political importance. This has been a 

combination of: the organization of farmer lobbies; the electoral 

system and the geographical distribution of the farm vote; the role of 

agriculture in the country's GNP; and the increasing importance of 

minority groups in the political system. 1 All these factors are of 

significance to the role of agriculture and farming in New Zealand's 

political history. 

Despite the many changes that the producer boards have undergone 

over the years, political support for farming and the interaction with 

various forms of farmer groups in New Zealand remains a largely non

partizan field of politics. The farming interest in New Zealand 

possesses a high degree of open access to government regardless of 

which party is in power. Producer board authorities are utilized as a 

means of assuring producer support and cooperation and of providing the 

agricultural community with a high level of responsibility in the 

political, economic and social welfare of the state. Producer boards 

serve an interest. As one type of farmer interest group, that interest 

is by nature political and economic and hence has a close affinity with 
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the economic policy structure of the state. The elective and represen

tative structure of the producer boards, an important feature of 

interest group representation, is important in that they are perceived 

to have political legitimacy in speaking for producer interests. Like 

all major 'sectional' interests, these organizations utilise professional 

staff and business systems that enable them to gather, discuss and 

formulate policy issues that can be presented to government. Interest 

group structures such as these are recognised by government to speak 

for their interests to the extent that government becomes dependent on 

such groups to enunciate their policy preferences as of right. 1 The 

suggestion here, of course, is that the cooperation of the major 

interest groups is sought as a matter of course. As one writer has 

pointed out, official recognition by government of a group's authority 

to represent specific major interests and the desirability of gaining 

support for policy decisions means that little public or parliamentary 

lobbying action is required by such groups. This comment on British 

politics easily applies to New Zealand; 

In the British system of government the successful groups 
are precisely those which have obtained ac~ess to the executive, 
rather than Parliament and public opinion. 

The producer boards form a network of interest responsibility that 

operates outside the 'norm' of interest group behaviour. Their statutory 

nature does not discount them from interest group status. Indeed, it 

highlights their official recognition as representing producer interests. 

As one writer has noted, the creation of statutory boards has much to do 

with the idea that in a unitary state like New Zealand, such boards 

represent a delegation of parliamentary power. 3 It is certainly true 

1B. Smith, Policy Making in British Government, (1976), London, 
Martin Robertson, p.63. 

2Ibid., p.66. 

3see D.R. Hutton, The Role of Statutory Boards in New Zealand Public 
Administration, (1978), Victoria University of Wellington, MPP Research 
Paper, p.11. 



that in the pluralist society, where interests are seen as being 

best served by those with the understanding and knowledge of their 

interest area, government will often seek to delegate authority by 

bringing such groups into the formal policy process. As Hutton has 

pointed out; 

In terms of political pluralism, an independent organization 
will have the knowledge, skills and political backing of its 
industry to stand up to Cabinet and government officials as 
protection against arbitrary or hasty government action.l 

18 

The interests of the producer boards lie primarily in the area 

of export marketing. Their official status is in itself a clear 

indication that the producer boards are meant to be totally involved 

in the centralised economic management of their respective industries, 

with relatively open access to government, and that such organizations 

reveal a; 

... link between the machinery of government ... and the 
functional democracies which have developed in the primary 
industries.2 

Producer Boards and the Interest Group System 

As statutory producer authorities, organizations like the NZDB 

and the NZMPB possess a fundamental 'official I link to the central 

government organization. This they share with a number of other statu

tory boards, corporations and committees. As interest groups it is this 

official link that sets them apart from other private, non-statutory 

interest groups. As national compulsory organizations with export 

trading powers they have important domestic and international functions 

in reference to New Zealand's trade policy. It is the task of this 

section to examine some avenues of interest group analysis by which the 

role of the producer boards in the New Zealand - EC negotiations can be 

1Ibid., p. 13. 

2L.C. Webb, in W. Friedmann (ed.), The Public Corporation, (1954), 
Stevens, p. 293, quoted in D.R. Hutton, op. cit., p. 16. 
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better understood. This will be the basis of later chapters that will 

examine in turn, the structure and operations of the NZDB and the 

NZMPB, the domestic policy role of the producer boards, and lastly, 

the international policy and negotiating role of the producer boards 

in the EC and the United Kingdom. 

As a member of the interest group system, the producer boards 

share the common attributes of all interest groups. As to the 1 ideal 1 

interest group, one writer has commented that such attributes would be; 

... membership open to all who share the interest in question; 
representatives and officers of the group appointed by the 
members; a federal structure consisting of constituent branches 
and a national organization; provision for1regular contact 
with government officials and politicians. 

In examining the role of the producer boards in the New Zealand -

EC negotiations, two possible avenues of interest group analysis lie in 

the 1 pluralist 1 mode of analysis, or that of the 1 corporatist 1 mode. 

Regarding the pluralist mode, this has been the more common means of 

analysing interest groups in Western political systems. Within this 

pluralist mode, there are a number of ways of categorizing interest 

group behaviour. These will be based on such things as interest 

motivation, group occupation, membership type, organizational 

characteristics and the like. 

A simple but common classificatory system is that of the 

1 sectional 1 and the 1 promotional I interest group. 2 Sectional groups 

will be such groups as business or labour organizations. Here, the 

primary aim of the existence of the group is in the pursuit of the 

needs of group members themselves. Members can exist as individuals 

or as sub-groupings in a federated organization. The leadership of 

such groups are commonly perceived to be representative of the 

1R. Mulgan, Democracy and Power in New Zealand, (1984), 
Auckland, Oxford University Press, pp.90-91. 

2B. Smith, op. cit., p.62. 
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membership and to speak for the group in official representations to 

government. 1 Typical examples in New Zealand would be the Federation 

of Labour or the Employers Federation. One would readily class the 

producer boards and the Federated Farmers as being in this category. 

Promotional groups are usually distinguished by their championing of 

'causes' . 2 Unlike sectional groups, they are often morally based, the 

cause being determined by a wider need than those interests of the 

group membership. Environmental groups would clearly fit into the 

category of a promotional group. It can be said of the sectional group 

that they; 

... are more durable and more likely to enter into quasi- 3 
official consultative relationships with government agencies 

Another common pluralist system breaks interest groups into four 

main categories. Like the sectional/promotional classification, this 

sees groups as input units, group penetrations into the political 

system. 4 The first component is the anomic interest group; spontaneous 

penetrations into the political system. An example of this kind would 

be a riot or a demonstration. The non-associational groups are those of 

ethnic, regional or status groups that have no formal organization as 

such and only articulate their specific interests on an intermittent 

basis. The third category, the associational group operates a formal 

organization with a professional or executive staff. In this component, 

the organization is indicative of the formal function of the group and 

explains the specific interest that it promotes. The fourth component 

is the institutional group. These can exist as a formal organization, 

1Ibid. 

2Ibid. 

3R.H. Salisbury, 'Interest Groups', in F.I. Greenstein & N.W. 
Polsby, Non Governmental Politics, Handbook of Political Science, 
Vol. 4, (1975), Reading, Massachusetts, Addison-Wesley, p.183. 

4Ibid., pp. 177-178, see also K. Jackson, Politics of Change, 
(1973), Wellington, Reed Education, pp. 87-88. 
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or an informal group with a professional staff. The main difference 

between these groups and those of the associational type is that the 

institutional group will have functions beyond that of pure interest 

articulation. The NZDB and the NZMPB would be classed as institutional 

groups. They are commercial trading organizations and are more than 

just a vehicle for producer interest articulation. 

There remain several other means by which the interest group can 

be classified in the pluralist mode. A common American system divides 

groups into socio-economic areas such as agriculture, labour, business, 

the professions and ethic or religious affiliation. 1 How a group is 

organized is a common means of classification. 2 This would look at 

whether a group had a unitary or a federated structure. A very 

simplistic system would be that of small, intermediate or large. 

Another system would examine the type of membership of the group. 3 

This classes groups on three levels of organization of membership, from 

that of the operational unit, to that of the second order category, and 

up to that of the peak organization. Lobbying action, sponsorship of 

issues through group representation, and the comprehensive mobilization 

of the group membership within a larger organization, such as a political 

party are other means by which groups may be classified. 4 

An important theme running thro~gh all of these different classifi

catory systems revolves around the question of group legitimacy and the 

recognition by government of that legitimacy. Possession and recognition 

of this by government is important in that the prior consultation with 

major sector interest groups, be they sectional, institutional or 

associational, or peak organizations is often deemed necessary to 

1R.H. Salisbury, 'Interest Groups', in F.I. Greenstein & N.l!J. 
Polsby, op. cit., p.182. 

2Ibid., p.185. 

3Ibid., p.187. 

4rbid., pp.206-216. 
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legitimise the fact that the government policy process has taken full 

account of all policy options. 1 

The corporatist mode is a distinctly different means of analysing 

interest group behaviour. It centres on the notion that many 'official 1 

groups are incorporated into the official governmental policy process. 

A recent study in New Zealand has looked at the value of the corporatist 

d . . th 1 f th F d t d F ' t ' 2 I mo e ,n assessing e roe o e e era e armers organ,za ion. n 

this study, we see that corporatism is; 

... a concept of broad meaning which has been associated at 
different times with both socialism and fascism but is now 
increasingly used, in the context of Western industrial 
democracies, to describe a form of government in which power 
lies with organized interest groups rather than with elected 
political leaders or public servants. According to this 
corporatist model, public policy is decided by officially 
recognised interest groups, or public 'corporations', each of 3 
which is allowed a monopoly of authority within its own sector. 

This suggests that government is devoid of effective authority in 

public policy making and that policy making is operated by a system 

of officially sanctioned interest groups with the general inference 

being that; 

The state, that is the central political organ of government 
confers authority on the sectional organization by recognising 
them as the sole legitimate representatives of their respective 
interests. It provides the focus for their negotiations and 
enforces the decisions which they reach. But it does not other
wise attempt to interfere in their internal decisions or imijose 
its own views on the agreements they make with one another. 

As an alternative to the pluralist mode, the corporatist mode 

raises some very interesting considerations. Another writer, in 

describing an ideal type description of both corporatism and pluralism, 

1Ibid., p. 215; see also B. Smith, (1979), op. cit., p. 63. 

2see R. Mulgan, op. cit., especially Chapter 4, ''The Interest 
Group System', pp. 90-118. 

3Ibid., pp. 91-92. 

4Ibid., p.92. 
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would have each diametrically opposed to each other. 1 Corporatism is 

defined thus; 

Corporatism can be defined as a system of interest representation 
in which the constituent units are organized into a limited 
number of singular, compulsory, noncompetitive, hierarchically 
ordered and functionally differentiated categories, recognised 
(if not created) by the state and granted a deliberate 
representational monopoly within their respective categories in 
exchange for observing certain controls on their selection of 
leaders and articulation of demands and supports. 

Within this 'ideal I type one can see elements of the producer 

board organization present, namely the, 'singular, compulsory, non

competitive, hierarchically ordered 1 authorities that are, 'created 

by the state' and which possess a 'representational monopoly'. The 

ideal pluralist definition is the opposite of this. 

Pluralism can be defined as a system of interest representation 
in which the constituent units are organized into an unspecified 
number of multiple, voluntary, competitive, nonhierarchically 
ordered and self-determined (as to type and scope of interest) 
categories which are not specifically licensed, recognised, 
subsidised, created or otherwise controlled in leadership 
selection or interest articulation by the state and which do 
not exercise a monopoly of representational activity within 
their respective categories.3 

Schmitter states that both pluralism and corporatism recognise 

similar developments in the state especially in the •growing structural 

differentiation and interest diversity of the modern polity', but in 

doing so each offers a view opposite to that of the other in that 

pluralism suggests, •spontaneous formation, numerical proliferation, 

horizontal extension and competitive interactions•, whereas corporatism 

offers a view based on 'controlled emergence, quantitative limitations, 

vertical stratification and complementary interdependence. 14 

1P.C. Schmitter, •still the Century of Corporatism?' in The 
Review of Politics, Vol. 36, No. 1, January, 1974, pp. 85-131-. -

2Ibid., pp.93-94. 

3Ibid., p.96. 

4Ibid., p.97. 
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However, in regard to the viability of the corporatist model being 

applied to major sector interest groups in New Zealand, Mulgan suggests 

that on investigation, such a model might be inappropriate. 

With interest groups, the inappropriate model, enshrined in the 
official nature of many statutory bodies, is corporatist, 
confining elected governments to the role of legitimizing 
interest groups and providing the framework within which they 
cooperate; interference from politicians, either through direct 
intervention or indirect p1essure, is misunderstood as 
illegitimate and improper. 

The suggestion made here by Mulgan is that in the industrialised 

liberal-democratic political system such as New Zealand (and many 

other western countries), the corporatist mode of analysis, although 

attractive in some ways, especially in regard to the entrenched interest 

group organizations that enjoy regular mutual contact with government 

on an official or semi-official basis, tends to discount many of the 

realities of the modern parliamentary governmental system. This is to 

say that although such official interest representation might in 

effect bypass the parliamentary process and operate directly with the 

Executive and the bureaucracy, the very nature of a strong executive 

authority, as exists in New Zealand, cannot be discounted as a 

corporatist mode of analysis might suggest. The existence of a strong 

elected government authority thathas much to do with counteracting the 

influence of interest groups would certainly discount the corporatist 

mode. 

Mulgan has suggested that; 

The corporatist view that politicians should not interfere in 
the orderly process of interest group negotiations is, to a large 
extent, the self serving ideology of those2who stand to exercise 
more power if they can operate quietly, .... 

l R. Mulgan, op. cit., pp. 116-117. 

2Ibid., p.116. 
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It is certainly true that in New Zealand, the executive arm of 

government is dominant over Parliament or the bureaucracy in the day to 

day governmental process. Indeed, it is the dominance of the executive 

that is seen as the main problem in New Zealand's governmental process. 1 

Neither the pluralist nor the corporatist mode can be totally 

discounted. The organizational attributes of the corporatist mode can 

be applied to the producer boards in some degree. However, in the 

certain absence of any real forms of interest group government in New 

Zealand, the traditional pluralist forms of interest group - government 

interaction emerge as the more likely case. Is it therefore possible 

that elements from both modes of analysis might be applicable to this 

particular case study? A study of French interest group politics looked 

at whether such politics were pluralist or corporatist. 2 It covered a 

wide range of interest groups and examined the principal ways in which 

the interest groups interacted with government. It concluded that; 

The principal exponents of neocorporatist theory define it as 
the polar opposite of pluralism. However, case studies of 
corporatism point to its presence in certain issue areas and 
its use by only some groups. Other areas and groups, usually not 
carefully 3xamined by neocorporatist writers, seem to be 
pluralist. 

This study of French interest groups went on to suggest that; 

Corporatist practices can be found in a pluralist setting and 
indeed are 4imply some of several ways that groups approach 
government. 

1For instance, see G. Palmer, (1979), op. cit., p.31. 

2Frank L. Wilson, 'French Interest Group Politics: Pluralist or 
Neocorporatist? 1 , in The American Political Science Review, Vol. 77, 
No. 4, December, 1983, pp.895-910. 

3rbid., p. 909. 

4Ibid. 
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and that; 

... , these forms were among the varied means that groups used to 
cover all points of access in trying to make their influence 
felt in the policy process. 1 

In conclusion to this, the writer suggested the general hypothesis that; 

... , corporatist forms of interest group-government interaction 
are no more than forms of action within the pluralist pattern.2 

As Wilson points out, marked differences can be perceived in the 

patterns of corporatist and pluralist government. Corporatism favours, 

'statutory institutions to accommodate direct contacts' between govern

ments and interest groups, ensuring 'obligatory involvement of the 

interest group in the decision making process'. Interest groups also have 

a role in 'implementing the policy decisions' that assist in 'encourag

ing the acquiescence of group members to the policies adopted through 

elite accommodation 1 •
3 As well, corporatism tends to 'diminish the 

importance of personal ties' and 'parliamentary lobbying is of lesser 

importance'. Public attention is markedly reduced too. 4 

The pluralist approach sees much the opposite, such as 'less 

frequent or nonexistent statutory contact' and more 'personal contact 

between interest representatives and government officials', suggesting 

that 'whom you know' becomes important. The influence of 'personal 

friendships and old boy networks' are important to the effectiveness 

of the group. 5 The analysis of French interest group-government inter

action suggests that pluralist forms of interaction were the most 

dominant form; 

1Ibid. 

2Ibid. 

3Ibid., p. 896. 

4Ibid. 

5Ibid., p. 897. 
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The most frequent activities and the ones regarded as most 
effective in shaping policies, were formal and informal contacts 
between separate interest groups and political and administrative 
officials. Other basically pluralist practices, especially 
legislative lobbying and public relations campaigns are important 
forms of group action.l 

This question of the existence of corporate tendencies in policy 

making within a pluralist setting has been addressed by another writer. 2 

Beer points to the growth of a 1 syndicalist 1 power in some sector groups 

in Britain; this power being based on the exclusive possession of a 

skill and the organization of those who possessed it. As to the type of 

1quasi-corporatist 1 interaction that might occur between sector groups 

and the government as a result of this growth in syndicalist power, 

Beer suggests that three possible outcomes should be considered. 

Insofar as government controls the flow on influence, thereby 
making the administrative function predominate over the 
representative, the relation is etatist. Insofar as the groups 
control, making the representative fun§tion more important than 
the administrative, it is syndicalist. 

The third possibility that Beer offers is as follows. 

It is that a pervasive pluralism may destroy the chances for a 
coherent solution of either sort, whether centralized etatism 
or cartelized syndicalsim.4 

Beer has noted that despite the establishment of 1 quasi-corporatist 1 

bodies such as the National Economic Development Council (NEDC) in 

1962, plus a significant number of smaller tripartite bodies for 

particular industry sectors, the prevalence of traditional pluralist 

behaviour in government-interest group relations has prevented any 

effective 1 collectivist 1 policy system to develop. Despite the possession 

of a syndicalist power base by various groups, the existence of weak 

formal groupings between these groups has assisted in allowing the 

pluralist 1 incremental I approach to prevail. 

1Ibid., p. 907. 

2s. Beer, Britain Against Itself, {1982), London, Faber and Faber, 
pp. 64-66. 

3Ibid., p. 65. 
4Ibid. 
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We can perceive something of this growth in syndicalist power in 

groups like the producer boards (and the Federated Farmers). When one 

considers that New Zealand has had its own experiments with the 

'collectivist' type of organization, such as the Agricultural 

Production Council (formed in 1964), and later, the National Develop

ment Council (1969 - 1974), it is interesting to consider to what 

extent, traditional pluralist behaviour between groups and the govern

ment has obviated the syndicalist power of agricultural sector groups. 

This begs the question, namely, to what extent has the incremental 

pluralist approach been the dominant form of government-producer 

board interaction in the New Zealand - EC negotiations? It also asks 

us to consider the relationship between the producer boards and the 

Federated farmers in the policy process and the role of the latter in 

that process. 

The general focus on the producer board role is a two-fold one. 

The first is on the domestic foreign policy process in New Zealand, and 

the second on their international negotiating and policy role in the 

United Kingdom and Europe. In their domestic role in New Zealand, the 

producer boards, as statutory producer authorities had not so much 

'obligatory', but certainly unavoidable involvement in policy 

discussions with regard to New Zealand - EC trade. They also had a 

major role in 'implementing policy decisions'. They were not an 

official part of any committee system set up to deal with the EC -

trade access issue (no such system ever was set up), but they did have 

access to all levels of the government economic policy committee 

system, and to the government Executive. Traditional pluralist 

activities such as lobbying, appeal to Parliament, and public opinion 

did not figure at all as a means of access to government. To what 

extent did corporatist type action, if any, exist within the domestic 

foreign policy process, and if so, to what extent can this be 

considered as corporatist forms of action within a traditional 
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pluralist setting? 

The domestic policy role contrasts with the international role in 

that traditional pluralist mechnaisms, such as personal contacts 

between officials; lobbying of government officials, parliaments, the 

EC Commission; the use of public relations campaigns, and public 

opinion were much in evidence in the producer boards' role in 

presenting New Zealand's case for trade access to the United Kingdom. 

There existed no official status for the producer boards in Europe, 

apart from that of an international trading organization status. It 

is therefore not surprising that traditional pluralist forms of interest 

group action would be used. Therefore, with regard to these two areas 

of domestic and international interest group action, to what degree 

does the pluralist form of activity emerge as more prevalent than the 

corporatist form, and to what extent might the latter exist as a form 

of action within a pluralist setting? Such questions will be answered 

in the course of this study. 
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CHAPTER III 

THE PRODUCER BOARDS 

The New Zealand Dairy Board and the New Zealand Meat Producers 

Board are two of a number of organizations set up to represent the 

production and marketing interests of New Zealand's agricultural 

producers. These include the Wool Board, which along with the NZDB 

and the NZMPB represent New Zealand's main agricultural export 

commodities of wool, dairy products, and meat. Producer boards also 

exist for such products as apple and pears, pork, milk (for town 

supply), tobacco, poultry, potatoes, and wheat. Similarly styled 

1 marketing authorities 1 exist for eggs, citrus fruits, honey and 

kiwifruit. 1 

These producer boards and marketing authorities are autonomous 

organizations set up by parliamentary statute, each one operating 

according to the individual production and marketi_ng requirements of 

the agricultural industry concerned. Some deal almost exclusively with 

overseas trade and to that extent their operations are tied in 

closely with the trade policy interests of other agricultural 

exporting and importing nations. Their role in international agencies 

is an important one too. For instance, the ifool Board maintains very 

1For a good su_mmary of the functions of New Zealand's producer 
boards and marketing authorities, see; Michele Dawe Veemen, 1 New 
Zealand Marketing Boards', in S. Hoos, (ed.), Agricultural Marketing 
Boards - an international perspective, (1979), Cambridge, Massachusetts, 
Ballinger Publishing Co., pp. 101 - 119. 
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close liason with other wool exporting countries through the Inter

national Wool Secretariat. The boards that deal with such products 

as poultry, pork and potatoes are largely concerned with the domestic 

market. The Apple and Pear Board undertakes extensive overseas trading, 

most especially in supplying the off-season fruit market in the 

European Community. Market access to the EC for these products is 

negotiated by the Apple and Pear Board on a basis quite distinct from 

that of New Zealand's special trade access for dairy products and 

sheepmeat. 

Agricultural producer boards exist in many countries, and under a 

variety of forms. In New Zealand, the producer boards, especially the 

major ones, occupy a prominent position in the country's agricultural 

export economy. They clearly play an important political and economic 

role in New Zealand and maintain a close working relationship with 

government. In this chapter, the NZDB and the NZMPB will be examined in 

turn, looking at how they are set up, what functions they perform, the 

structure of their respective industries and the role of the producer 

boards in those industries. It is also important to consider their 

historical development, the changes they have undergone, and the funda

mental differences that exist between the two producer boards in 

question. These all have a bearing on a fuller understanding of their 

role in the New Zealand - EC negotiations. 

The New Zealand Dairy Board 

There are currently a total of fourteen members on the New Zealand 

Dairy Board. Eleven of these are the elected representatives of the 

cooperative dairy companies. Two board members are government appointees 

while the remaining member is an appointee of the Milk Board. The 

representation of the cooperative dairy companies is based on a ward 

system. The number of directors representing the ward is based on the 

total milk fat production of each ward. Through this system all dairy 



32 

farming areas of the country are ensured of representation on the 

board. There are wards representing the following districts,with the 

number of directors in brackets; Northern (2), Southern Auckland (1), 

Eastern (1), Taranaki (2), Wellington (1), Southern Districts (l) and 

the New Zealand Co-op Dairy Co. Ltd (3), which,representing some five 

thousand farmers, is classed as a ward. The NZDB is based in Wellington 

and through the representation from the various cooperative dairy 

companies is linked to the thousands of individual dairy farm units 

throughout the country. Supplied by these dairy farm units, the dairy 

cooperatives manufacture a vast number of different product specifi

cations. These products, predominantly butter, cheese and milk powders, 

among other products, are sold by the NZDB to well over 100 markets 

overseas. 

The main function of the NZDB lies in its monopoly control of the 

purchase and marketing of all dairy products manufactured for export, 

as well as controlling the local marketing of butter. The heartof the 

New Zealand manufacturing dairy industry remains the cooperative dairy 

company which operates throughout the country. Accountable for all but 

a fraction of New Zealand 1 s total manufactured dairy products, these 

cooperative dairy companies are in turn owned by the dairy farmers. The 

dairy company will service the dairy farms within its area and the 

dairy farmer, as a member of the cooperative, will receive shares and 

returns based on the quantities of milk supplied to the cooperative by 

the farmer. As a part of the cooperative, the dairy farmer may stand 

for a directorship of the dairy company, and may elect other directors. 

It is from this 'pool I of dairy company representatives that the 

Dairy Board directors are elected. Hence, all producer representatives 

of the NZDB will have had prior commercial experience in dairy company 

management. Two things emerge here. Firstly, this system ensures that 

effective producer control will extend from the farm to the NZDB, and 
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that secondly, the producer representation on the board is not totally 

bound up in 'agricultural politics 1 ; that is to say, the NZDB is an 

international trading organization and the importance of the commercial 

experience of dairy company management as a prerequisite for election 

to the NZDB must be emphasised here. The whole system reflects what 

was noted in the previous chapter, namely the, 'functional democracies 

that have developed in the primary industries' .1 

Although the NZDB has a monopoly control on the acquisition of all 

the manufactured dairy products intended for export, the cooperative 

dairy companies are quite independent of the NZDB in terms of what 

products are manufactured. However, very close liaison over product 

range, quality and market requirements is maintained. The dairy 

cooperatives are covered by their own Act of Parliament with each 

existing as a separate commercial entity. 2 

The NZDB operates like any major commercial organization. It has 

operating sections for marketing, product services, farm production, 

finance and commerce, and the local market. While the NZDB proper is an 

elective one, the organization is staffed by professional salaried 

personnel who in their turn are responsible to the elected board. 

There exists a clear line of responsibility between the executive staff 

and the elected board. Executive staff will meet regularly with the 

board in regards to commercial policy. The execution of policy decisions 

is the function of the executive staff who are free to forward policy 

suggestions to the board for discussion and approval. The board remains 

the 'public face' of the NZDB and, of course, remains responsible to the 

dairy industry for policy decisions. 

1see Chapter Two; page 18, footnote no. 2. 

2New Zealand Dairy Board, A Survey of the New Zealand Dairy 
Industry, (4th ed.), (1980), Wellington, New Zealand Dairy Board, p. 21. 
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The Dairy Board exists as a non-profit making organization in 

that all proceeds minus marketing and handling costs, are returned to 

the dairy industry. Through the authority of statute, it acquires all 

manufactured dairy products for export which it markets overseas 

through itself or through a number of overseas agents. The Dairy Board 

is the largest single organization in the world dairy trade. It 

maintains offices, subsidiary companies and associate companies world 

wide. Offices are in London, Tokyo, Singapore and Bahrain. Its major 

overseas company, Anchor Foods Ltd, now operates out of Swindon in the 

United Kingdom. Through this company, the NZDB markets its Anchor and 

Fernleaf brands of butter on the British market. The NZDB commercial 

presence in Europe has been a longstanding one. The NZDB now operates 

as a European Community registered trading company and will stay in 

Europe regardless of political developments over New Zealand butter 

access to the United Kingdom. The opening of the massive Swindon 

processing plant in 1979 is evidence of this. The commercial viability 

of this plant is seen in the fact that the Swindon plant is involved 

in the re-processing of dairy products of European Community origin as 

well as processing dairy products from New Zealand. Other companies 

exist in the United States, South East Asia, Japan, Hong Kong, the 

Caribbean, West Germany and Central America. The number of different 

product specifications are in the thousands and are sold in a wide 

range of quantities through an extensive market network. As we shall see 

later, the growth of new markets and products, as a result of the 

long term diversification policies of the NZDB have resulted in this 

extensive network of marketing of dairy products and reflects the 

NZDB's position as one of the major world dairy traders. 

The New Zealand Dairy Board is set up by an Act of Parliament. 

The Dairy Board of today is established under the Dairy Board Act of 

1961, although the evolution of the modern NZDB goes back to the early 

1920 1 s" A number of producer board authorities were set up at this time 
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by the Massey government, largely as a result of the severe economic 

downturn in the market for New Zealand agricultural produce that 

fol lowed soon after the end of World \>Jar One and the subsequent 

cessation of the Imperial war commandeer. 1 

This action of commandeering all of New Zealand's agricultural 

production as part of New Zealand's war effort for the United Kingdom 

had had the effect of maintaining stable prices and the market 

disposal of New Zealand's total production. In the war years and those 

immediately following, production had increased dramatically, due to 

the war itself and also to the post war influx of returned servicemen 

onto the land. 2 The subsequent lifting of the commandeer and the effects 

of a widespread economic slump in the early 1920 1 s saw a dramatic 

lowering of prices as markets for agricultural products dissolved. 

It was at this time that moves were made by the government of the day, 

under some considerable pressure from New Zealand farming representa

tives to establish some measure of producer control in the marketing 

of New Zealand~s agricultural produce. The first of these measures 

was the Meat Export Control Act of 1922, which established the Meat 

Producers Board. For the dairy industry, the producer board came 

in the form of the Dairy Produce Export Control Act of 1923. 3 The main 

consideration behind such moves was to return to New Zealand producers 

a controlling influence in the handling and marketing of their produce. 

Behind this was the belief that overseas commercial interests, particu

larly London based, had too much control over the setting of market 

prices, freight charges and insurances. In this, New Zealand producers 

had been price takers rather than price setters. Without some coordin

ation of producer influence, New Zealand producers were, collectively, 

lo.F. Campbell, 'Control of Agricultural Marketing in New 
Zealand 1 , in M.J. Moriarty, (ed.), New Zealand Farm Production and 
Marketing, (1963), Wellington, New Zealand Institute of Public 
Administration, and London, Oxford University Press, p. 79. 

2Ibid. 
3Ibid. 
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In 1926, the Dairy Board appointed a manager of its operations 

in London with the view to ensuring 'on the spot' board control of 

shipping rates, distribution costs and prices. 1 However, extensive 

political and trade pressure saw an abrupt end to such plans after 

only one year. From 1927 on, the work of the Dairy Board in London 

was confined to the arranging of shipping contracts, produce storage 

and handling after shipment. It was to be some years before real 

producer control over all phases of dairy marketing was finally 

attained. 

The election of the Labour government in 1935 saw state control 

of primary produce marketing introduced. The Dairy Board's functions 

were taken over by the Primary Products Marketing Department in 1936. 

The Dairy Board was largely reduced to that of an advisory body. 

Producers were given guaranteed prices for their products and the 

responsibility for the marketing of New Zealand's primary produce 

became the direct responsibility of the state. 2 

The immediate post-Second World War period saw major reorientations 

in the balance of producer/state control of primary produce marketing. 

Some measure of producer control over dairy marketing returned in 1947 

with the setting up of the government/producer operated Dairy Products 

Marketing Commission. 3 With equal government/producer representation 

of three each, this organization had responsibility for pricing and 

marketing of all dairy produce. An independent chairman was appointed 

by the government. In 1949 the Dairy Board was increased from five to 

1Ibid., p. 82. 

2see Michele Dawe Veemen, 'New Zealand Marketing Boards', in 
S. Hoos (ed.), op. cit., p. 102. 

3Ibid. 
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eight members, with seven being elected by the dairy companies. In 

1956, producers gained a majority of one on the Dairy Products 

Marketing Commission, and in 1957 a Dairy Products Pricing Authority 

took over the price fixing powers from the Commission. In 1961, the 

Commission and the Dairy Board were merged to form the New Zealand 

Dairy Production and Marketing Board with eleven industry represent

atives plus two government appointees. Since 1981, the statutory 

appointment of a member of the Milk Board has increased the board 

membership by one. The effective control by producers of the marketing 

and pricing of export dairy produce returned to the dairy industry 

and has remained within the industry even since. The New Zealand Dairy 

Board now operates throughout the world as a major trader in dairy 

products. The post-war return of producer control of export marketing 

is fundamental linked to the producer board role in New Zealand's 

foreign trade policy. Exactly what this has meant in regards to the 

New Zealand-EC negotiations will be examined in the following chapters 

on the domestic and international policy and negotiating role of the 

NZDB and the NZMPB. 

The New Zealand Meat Producers Board 

There are a total of nine members on the New Zealand Meat 

Producers Board. Six of these are meat producer representatives; two 

members are the appointees of the government, with the ninth member 

being an appointee of the New Zealand Dairy Board. Each year, two 

members of the meat producer representation come up for election. They 

are elected by an Electoral College of farmer representatives. There 

are a total of 26 members in this Electoral College. One member is a 

representative of the Federated Farmers and does not have voting 

rights. Hence, there are 25 voting members who represent 23 electoral 

districts (two districts have two members each). The electoral 
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district representatives are themselves elected by farmers, who 

to be eligible for voting rights, must own 100 or more sheep or 

cattle. Farmers with voting rights may nominate electoral district 

representatives, and may also nominate Board members for election. 

Nominees to both electoral district and board membership need not be 

farmers but they usually are. 1 

It is interesting to note that New Zealand Wool Board members are 

elected through the same Electoral College as the NZMPB. These two 

organizations have long maintained close cooperation in monitoring 

farm production and income for meat and wool through the Meat and ~fool 

Board Economic Service established in 1950. 2 The funding of the Meat 

Producers Board is undertaken through levies payable on all export meat. 

In comparison to those of the NZDB, the main functions of the 

NZMPB have been quite different. This is largely due to the structure 

and pattern of ownership of the meat export and processing industry in 

New Zealand. Whereas the NZDB purchases and markets all manufactured 

dairy products for export through compulsory acquisition, the NZMPB, 

although possessing extensive powers to intervene in the marketing of 

export meat, has not operated as a monopoly buyer and seller of export 

meat, except in special cases. 3 

The main functions of the NZMPB have been largely threefold. The 

first has been in the control and monitoring of meat export grades. The 

1J.P. McFaull, Marketing New Zealand's Exports, (2nd ed.), (1980), 
Auckland, Heinemann Publishers, p. 11; see also, 
New Zealand Meat Producers Board, The New Zealand Sheep Industry and 
Europe, (1980), London, New Zealand Meat Producers Board, p. 11. 

2NZMPB, The New Zealand Sheep Industry and Europe, (1980), p. 12. 
3This refers to such actions as the market diversification of sheep 

meat to the North American market which was undertaken by the NZMPB. This 
point does take into account the very recent moves by the NZMPB to control 
the marketing of lamb in the United Kingdom, a move that was a marked 
change from longstanding market arrangements. Like the very recent devel
opments that have taken place in the New Zealand meat export industry 
('as a result of the Meat Industry Task Force report), these moves come 
at the end of the time frame of this particular study and while being 
noted, they are seen as being outside the scope of this investigation. 
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second has been in the negotiation of export shipping contracts, 

covering such things as freight rates, space allocation and shipping 

dates. The third main function of the NZMPB has been in the area of 

market promotion and diversification, an area that has become of 

increasing importance and urgency in recent years. The overall function 

of the NZMPB has been likened to that of a 1watchdog 1 of producer 

interests, monitoring the processing and export of meat for quality 

control and product developments. 1 

The key to understanding the main difference between the NZDB and 

the NZMPB is in how meat is bought, processed and marketed for export. 

The New Zealand Meat Producers Board remains one, albeit, very important 

part of the meat export industry in New Zealand. There are also close 

to 100 licensed meat exporters whose size of operation varies from 

selling a few tonnes to over fifty thousand tonnes. Some are wholly 

New Zealand owned, some partly New Zealand owned and others are overseas 

owned. There are some 42 meat processing plants in New Zealand. Thirty 

of these are New Zealand owned. The 42 plants are owned by seventeen 

different companies. Twenty five are owned and operated by ten New 

Zealand public and private companies. Five plants are owned and 

operated by two farmer cooperatives. Twelve are owned by five overseas 

companies. Of the 42 plants engaged in meat processing, all but eight 

of them are also meat exporters. 2 The main difference between the 

exporter and the processor is that the exporter owns the meat and 

markets it as well. The processor will not necessarily own the meat but 

will often be engaged in marketing the hides and pelts and other 

by-products of the processing stage. Meat companies will buy from the 

farmer, who very often gets a choice of buyer. The main form of sale 

1Michele Dawe Veemen, op. cit., p.106. 

2The New Zealand Meat Export Industry; a background, (1980), 
pp. 16-17. 
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(of sheep) has been through the 'weekly price schedule' issued by 

the NZMPB, after consultation with leading exporters. This has been 

the price on a carcase weight basis covering the various grades of 

meat. 1 

While the NZMPB and the meat exporters/processors have remained 

quite distinct from each other, there has existed a very close liason 

between them over the grading of meat quality, hygiene requirements, 

prices, shipping and market development and diversification. This was 

augmented in 1971 by the formation of the New Zealand Meat Exporters 

Council comprising all of the country's meat processing companies, the 

marketing cooperatives and the independent meat exporters. Along with 

the New Zealand Freezing Companies Association (formed in 1974 out of 

separate North and South Island organizations), the MEC has been 

closely involved with the NZMPB and the government over the various 

problems of the meat export industry. 

The New Zealand Meat Producers Board begins with the Meat Export 

control Act of 1922, although the roots of the meat export industry 

go back to the early 1880 1s. Like the dairy industry, the meat export 

industry was affected by the war commandeer. The subsequent cancellation 

of the commandeer, plus the effect of an economic slump saw the New 

Zealand meat industry left with vast surpluses of export meat and a 

deflated market. The moves by the government of the day to set up a 

meat board was to ensure that such problems as had been experienced in 

the export meat trade could be better controlled by meat producer 

intervention in the market. 

Through the intervening years, the meat export industry, like the 

dairy industry has been subject to many changes and developments. The 

Meat Producers Board functions were taken over by the state in the mid-

19301s. The Second World War saw the introduction of bulk purchase 

agreements with the United Kingdom that lasted from 1939 to 1954. In 

1NZMPB, The New Zealand Sheep Industry and Europe, (1980), op. cit., 
pp. 11-15. 
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1948, the NZMPB resumed the overall control of meat export operations 

until 1954, which with the ending of the bulk purchase arrangements, 

private trading returned to the meat exporting companies. From this 

period on, there was a corresponding increase in new market develop

ment and diversification away from the British market, such as the 

opening of the United States market for beef. 

With meat marketing in the hands of the private exporting companies 

the NZMPB had the important task of managing the meat market diver

sification process. The opening up of the North American market for 

beef was one step in this process. The setting up of the Meat Export 

Development Company (commonly known as DEVC0) in 1960 was another 

major development. The NZMPB took overall control of this which was in 

response to the designation of North America as a developing market for 

lamb. The NZMPB saw the need to reduce the dependence on the United 

Kingdom market for lamb, which in 1960 took 96 percent of New Zealand's 

total lamb exports. 1 A Lamb Market Development Scheme was established 

in 1966. This called for an accelerated effort to diversify lamb from 

the United Kingdom market. The main requirement of this scheme was 

that New Zealand meat exporters send a pre-determined percentage of 

lamb exports to markets other than that of the United Kingdom, with 

the threat of monetary penalties on companies that did not achieve the 

required level. The extent of this diversification has steadily 

risen from ten percent in the mid 1960's to over 30 percent by the 

late l970's. 2 This percentage figure has been set by a Market Develop

ment Committee, consisting of representatives of the NZMPB and the meat 

export trade. Since 1981, due to the extent of diversification being 

achieved, the target percentage scheme has been suspended. 

1N. Blyth, A Review of the World Sheepmeat Market, Vol. 2, 
Australia, New Zealand and Argentina, Discussion Paper No. 60, 
December, 1981, Lincoln College, Agricultural Economics Research Unit, 
p. 37. 

2NZMPB, The New Zealand Sheep Industry and Europe, (1980), op. cit., 
pp. 26 & 29. 
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Table l Lamb Market Development Scheme 

- lamb diversification target percentages 

Season % 

1966-1967 10 
1967-1968 12 
1968-1969 13½ 
1969-1970 15 
1970-1971 15¼ 
1971-1972 22 
1972-1973 22 
1973-1974 23 
1974-1975 29 
1975-1976 30 
1976-1977 30 
1977-1978 32 
1978-1979 32 
1979-1980 32 

Source: Department of Statistics 

The NZMPB has always had the effective authority to intervene in the 

marketing of New Zealand export meat, but unlike the NZDB control of 

dairy export marketing, the NZMPB has until recently, remained outside 

the marketing process, unless particular market requirements have 

necessitated their intervention. Such authority has been used. The 

setting up of DEVC0 is one example. In the early 1970 1 s, the NZMPB 

intervened in the market by offering its own price schedule above 

that offered farmers by the meat export companies. This occurred in 

1972 and again through 1974 to 1976. As a result of this the NZMPB 

was able to buy meat from the export companies at above schedule 

prices and to market the meat at its own time. 1 The funding for this 

buying in of meat came from the Meat Industry Reserve Account. The 

effect of this action was such that moves were made to provide greater 

price stability in the future with the introduction of a 'price 

smoothing scheme' . 2 Designed to reduce returns to producers in periods 

1Ibid., pp. 24-25. 

2Ibid. 
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of high prices as a form of insurance against periods of low price 

returns, the scheme was managed by the NZMPB although a Meat Export 

Prices Committee (comprising of NZMPB and government representatives) 

set price support levels for meat grades before each killing season. 

Price increases beyond set trigger levels were levied and placed into 

a Meat Industry Stabilization Account. 1 

New Zealand meat is exported and marketed world wide. The major 

markets for lamb are, of course, the United Kingdom, other EC member 

nations, the United States, Canada, Iran, Iraq and Japan. The EC remains 

by far the most important single destination for New Zealand lamb. 

The NZMPB maintains offices in London (since the 1920's) and in Brussels 

(since 1972), as well as other important market destinations such as 

North America, Asia and the Middle East. 

The number of companies importing New Zealand lamb into the 

United Kingdom has been small, some 22 in total, nearly all of whom 

operate in New Zealand as exporters and buyers, either directly or 

through associate companies. In all, ten companies are responsible for 

90 percent of the New Zealand lamb imports, of which four are wholly 

owned by New Zealand interests and five by British companies. Of this 

latter group, four own meat processing plants in New Zealand. 2 What 

this reveals is that there are substantial commercial interests in 

both the United Kingdom and in New Zealand linked to the importing of 

the bulk of New Zealand lamb exports to Britain. An important question 

to be answered is to what extent has the commercial meat industry 

assisted in the presentation of New Zealand's case for continued lamb 

access to the European Community? 

1Ibid., p. 25. 

2Ibid., p. 35. 
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The Structure and Function of the NZDB and the NZMPB - some conclusions 

The previous chapter examined the role of the producer board in 

the state and also looked at a number of ways that producer boards 

might be categorised in the interest group system. While a more detailed 

analysis of the producer board as an interest group must wait, this 

examination of the structure and function of the NZDB and the NZMPB 

raises a number of important observations, especially in regard to some 

fundamental differences between the two organizations. 

They do, of course, share many common elements. In both organi

zations the producer gains automatic membership of the group with a 

minimal qualification requirement. Their methods of electing producer 

board directors are designed to ensure equal district representation 

throughout the country. Hence, they are both representative and 

democratic organizations. They both have a 'federated' group structure. 1 

Both the NZDB and the NZMPB are 1 peak 1 organizations that serve 

'second order' structures (the NZDB and the cooperative dairy companies; 

the NZMPB and the district representative Electoral College), which 

then both serve •operational units', namely the producer. 2 

There do exist, however, major differences in the relationship 

between the producer board and their respective industry that raise 

some interesting comparisons as to their projected role in the policy 

and negotiation process. Firstly, to what extent might this affect the 

role of each producer board in its domestic governmental-industry 

relations? Secondly, these producer board-agricultural industry 

relationships extend into the international marketing operations of 

both producer boards. To what degree might these differences influence 

the international negotiating role of the producer boards? 

1see Chapter Two; page 21, footnote No. 2. 

2see Chapter Two; page 21, footnote No. 3. 
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The main difference between the NZDB and the NZMPB is in the link 

between the pattern of ownership in the manufacturing/processing side 

of each industry, and the commercial and 'political I relationship of 

the producer board to their respective industry. The dairy industry is 

wholly New Zealand owned. The operations of both the dairy farmer and 

the NZDB pivot around the cooperative dairy industry. All three parts 

are intimately related to the others. The producers elect representa

tives of the dairy companies to serve on the NZDB. Board members are 

linked by commercial interest to the whole cooperative dairy industry. 

This commercial link also serves as the farmer's 'political I link 

between the producer and the board. Compulsory acquisition by the NZDB 

of all manufactured dairy products for export is successful because the 

commercial interests of the cooperatives and the producer are controlled 

by the producers themselves. This is to suggest that as an interest 

group, the fact that the NZDB's political and commercial interests are 

controlled and managed by one and the same organization, this makes for 

a successful relationship between the industry and government. This has 

important implications for the NZDB 1 s role overseas as well. 

The pattern of ownership in the New Zealand meat processing and 

export industry reveals a somewhat different relationship between the 

NZMPB, the processing industry and the producer. While taking into 

account the number of times the NZMPB has intervened in meat marketing 

and price stabilization, especially in recent years, it is still 

evident that the producer-producer board relationship is one that is 

tied to agricultural industry politics, namely through the Electoral 

College system of district representation. This is not to decry the 

system. As a means of representing producer interests it has been a 

successful and longstanding one. However, unlike the dairy industry, 

the meat processing and export industry exists as an entity outside 
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that of producer ownership, controlled by both New Zealand and 

United Kingdom commercial interests. NZMPB directors are not directly 

linked to the meat export industry. They have stronger links to the 

representation of farmer interest group politics. In this, it is not 

unusual that the current chairman of the NZMPB was also the president 

of the Federated Farmers organization in the early 1970 1 s. The 

increased involvement of the NZMPB in international meat trading has 

come about through major changes in the pattern of New Zealand's meat 

marketing destinations. These changes are of consequence to the 

NZMPB role in the New Zealand - EC sheepmeat trade. 

The commercial interests of both the NZDB and the NZMPB in the 

United Kingdom and the unique nature of the British market for dairy 

products and lamb play a major part in an understanding of the inter

national role of both of these organizations. The NZDB has enjoyed a 

long established commercial presence in the United Kingdom for dairy 

products, mainly butter and cheese. The United Kingdom has been the 

single most important market for butter in the world dairy trade and 

New Zealand has been the largest single supplier of that market. While 

it has faced increasing competition on the British market from EC and 

British dairy traders, it has also undertaken a process of development 

and diversification of new markets and products. The NZDB is the 

largest single dairy trader in the world and in building up this trade 

outside the British market it has worked and cooperated closely with 

major dairy producer/exporters like the EC over commitments to maintain 

stable and equitable market conditions for world dairy trade. As we 

shall see, a major role of the NZDB in the New Zealand - EC trade 

negotiations, has been in the consultative process between New Zealand 

and the EC in regard to world dairy trade stability. 

The NZMPB role in sheepmeat trading in the United Kingdom high

lights the real differences between this organization and the NZDB in 
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the British market. There can be no doubt that the United Kingdom is 

the single most important market for lamb in the world meat export 

trade. New Zealand has long been the largest single supplier of that 

market. For nearly all the time that this market has operated (with the 

exception of such times as the wartime and post-war bulk purchase 

agreements), this trade has been in the hands of private meat traders. 

Either British or New Zealand owned, they have bought and marketed the 

meat while the NZMPB had the main task of market promotion. For a very 

long time this was a very secure market for New Zealand lamb. Favourable 

trade arrangements between New Zealand and the United Kingdom, and the 

dominance of United Kingdom lamb imports by New Zealand saw a mutually 

beneficial relationship between the NZMPB and the private meat traders. 

It is, however, no coincidence that since the lamb market diver- '"/ 

sification process first got underway (with the setting up of DEVCO in 

1960), the level of NZMPB involvement in meat trading has steadily 

increased. In very recent years, New Zealand lamb has faced increased 

pressure in the EC from EC and British lamb producers. As the relative 

stability of the New Zealand - British lamb trade has declined through 

the l970's and the need for alternative markets for lamb has become more 

urgent, the NZMPB has undertaken a greater centralised control of 

New Zealand's lamb trade. This culminated in 1983 with the NZMPB taking 

full control of lamb marketing in the United Kingdom. What this suggests 

is that as market sensitivity has grown and the lamb trade has become 

more political, both in retaining existing markets and finding new 

ones, the increased politicization of meat trading has made traditional 

NZMPB-private meat trader relationships in meat marketing less 

successful. The interests of the meat producer have become far more 

important as the export meat trade became less secure. 
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CHAPTER IV 

THE PRODUCER BOARDS AND THE POLICY MAKING PROCESS 

From the mid-1950 1 s, the New Zealand dairy and meat industries 

began to prepare for a number of changes to their traditional markets 

in the United Kingdom. By 1970, New Zealand government and producer 

board officials had undertaken much preliminary work in regards to 

policy planning, new market requirements, product diversification, and 

the development of contacts with British and EC officials. This 

preparatory work was in response to changes in the United Kingdom 

market brought about by the renegotiation of the Ottawa agreement in 

1958 and 1966, plus the efforts of Britain to join the EC in 1961-63 

and again in 1967. The producer boards' international role in the 

development of these trade policies will be examined in later chapters. 

This chapter concentrates on the functional role of the NZDB and the 

NZMPB in the New Zealand foreign policy process. It examines the means 

by which the producer boards have become integral parts of the agricul

tural policy process and the way in which they have worked with the 

government in New Zealand's quest for special trade access to the EC. 

In discussing this area of the producer boards' role in the EC 

trade access negotiations, a number of important areas need to be looked 

at. Firstly, what do we mean by the policy making process? How is it 

structured and who is a part of this process? As for the participation 

of outside groups, what form do these take? Is the process, in formal 

terms, an adaptable one? In this respect, did any special policy making 

structure emerge to deal with the New Zealand - EC trade access issue? 
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concerning the producer boards as interest group organizations, 
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certain expectations as to what their relationship to the policy 

process is, need investigation. For example, these will be such things 

as the 1 official I nature of the producer boards; their legitimacy to 

represent producer interests; and their undoubted trading links with 

the policy issue, namely butterfat and sheepmeat access to the enlarged 

European Community. 

Thirdly, from what is known of the producer boards involvement in 

the policy making process, what conclusions can be drawn on the nature 

of that involvement? To what extent are our expectations of pluralist 

and/or corporatist behaviour rejected or confirmed? Did they possess 

any decision making authority? Hhat have been the most common forms of 

interest group behaviour shown by the producer boards? Another 

important area for consideration might be the degree to which the 

producer boards had a greater (or lesser) input into the policy process 

than other agricultural interest organizations (such as the Federated 

Farmers organization). 

The Structure of the Policy Making Process in New Zealand 

The 11 policy making process 11 is an all embracing term that refers 

to the means by which government initiates, receives, discusses and 

acts on issues of political, economic and social importance to the 

state. It concerns both domestic and foreign policy and will coyer all 

areas of government responsibility. In New Zealand the formal structure 

of the policy making process is firmly entrenched within Government 

circles. In these terms, those who are a part of the formal system are 

either Government members of Parliament (Cabinet), or members of the 

permanent civil service. It has a hierarchical structure. At the top 
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is Cabinet, the supreme decision making body in the New Zealand 

government. Cabinet represents the essential link between Parliament 

and the permanent civil service network of government departments. 

Cabinet is served by a number of Cabinet Committees. Made up of 

members of Cabinet, these specialised committee structures can vary in 

number and responsibilities, depending on the Government in power. They 

usually represent important areas of government concern. For example, 

there exist 'permanent' Cabinet Committees for Expenditure, Economic 

issues, Defence, Works, Legislation and Parliamentary Questions, to 

name some. 1 

They possess wide ranging powers to call for submissions from both 

governmental and non-governmental sources. Their main task is to 

examine the many problems and issues relevant to the committee responsi

bility and to make appropriate recommendations to the full Cabinet 

meeting for final decisions. As such they exist as very powerful 

policy making structures in their own right. Perhaps the most powerful 

of the Cabinet committees in terms of overall policy influence is the 

Cabinet Economic Committee. In regards to the New Zealand - EC trade 

access issue, this committee played a major role in policy discussion 

with the various government departments and non-governmental interests 

such as the producer boards. As its name implies, this committee has a 

wide frame of reference and will concern itself with anything deemed to 

be of economic importance to New Zealand. This committee has usually 

been chaired by the Minister of Finance, though this has not always 

been the case. For example in the early 1960 1 s, Mr John Marshall, who 

was Deputy Prime Minister and Minister of Overseas Trade, chaired this 

committee. 2 At this time, Mr Marshall was deeply involved in the 

1see G. Palmer, Unbridled Power, (1979), Wellington, Oxford 
University Press, p.23; also K. Jackson, Politics of Change, (1973) 
Wellington, Reed Education, p.147. 

2see Rita Ricketts, 11 1 ••• and the country not scratched?': New 
Zealand's fight for economic survival 1957-63 11 , New Zealand International 
Review, Vol VIII, No.6, Nov/Dec, 1983, p.19. 
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negotiation with Britain over New Zealand's requirements for trade 

access consideration should Britain join the EC. During the 1960 1 s he 

continued to be very much involved with this issue and in the 1970/71 

negotiation, he again led the New Zealand Government's diplomatic 

mission to Europe many times to press upon the British government and 

the EC the importance and validity of New Zealand's case for special 

access. 

The Cabinet Economic Committee (CEC) is served by the Official 

Economic Committee (OEC). This is formally composed of the permanent 

heads of the following government departments; Foreign Affairs, Trade 

and Industry, Treasury, Agriculture and Fisheries, Customs and the 

Prime Minister's Department (the latter being a member in its own 

right since the effective separation of Foreign Affairs from the Prime 

Minister's department since the end of 1975). These government depart

ments have been closely involved with the New Zealand - EC negotiation 

from the very beginning, and with some variations have continued to be 

actively involved up to the present day. Although it can be said that 

Foreign Affairs and Trade and Industry have taken the greater role, by 

common consent among officials there has been no real preeminence of 

any one department. Treasury has had the overall responsibility for 

monitoring the economic effects of our trade pattern with the EC. 

According to one Treasury official, in recent years Treasury has main

tained less interest in the New Zealand - EC trade access issue. Trade 

is now at a lower level, the major economic problems of trade disruption 

have been ironed out and it has less prominence than it did in the past. 

Foreign Affairs oversaw the political side of the negotiations while 

Trade and Industry was more involved in establishing New Zealand's trade 

policy requirements for butterfat and lamb. In this, Trade and Industry 

has maintained a very close relationship with the NZDB and the NZMBP 

through the 1970 1 s in monitoring the changes in New Zealand's trade 
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requirements in the EC. Agriculture and Fisheries has also had an 

important role in monitoring agricultural production levels and product 

standards and as such, has had a very close working relationship with 

the producer boards. 1 

The OEC, chaired by the Treasury representative, examines, advises 

and forwards policy to the CEC, and ultimately to the Cabinet itself. 

Meetings are held as the need arises, usually in conjunction with the 

need to place an important item of discussion before Cabinet for 

consideration. 

Assisting this committee is another committee structure known as 

the Working Party. This is made up of departmental officials below 

that of permanent head. As the name implies, this committee does much 

of the preliminary discussion work between departments on the various 

policy submissions intended for further evaluation. The composition of 

this committee varies as the issue demands. Below this is the role of 

each government department, these being responsible for their own areas 

of concern. At this level there is much contact with outside groups, 

such as the producer boards although as we shall see, such non-govern

mental interests can and do enter at any level of the policy committee 

structure. Hence one sees a slight paradox in the system. In this 

respect, although it has the appearance of a 'closed' system in that it 

is structured as a hierarchical system of policy analysis and decision 

making, as Rickett's notes, the importance of informal contacts to this 

system, implies that it is in fact, 11 open 11 • 2 

In a liberal democratic society like New Zealand, government must 

be seen to be 'open' to policy input from non-governmental sources. 

1see also Juliet Lodge, The European Community and New Zealand, 
(1982), London. Frances Pinter, pp. 2-4. 

2Rita Ricketts, op.cit. pp.19-20. 
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Of course, how open the system is to a specific group depends on who 

and what that group represents. It is to be expected that organizations 

like the producer boards form an integral part of the non-governmental 

input on issues such as agricultural trade policy. 

Such groups provide a formalised link between functional 
groups and the machinery of government. This forces an 
institutionalization of industry demands through a 
single formal channel.1 , 

The producer boards are empowered with certain authority and 

responsibility to manage various sectors of the country's agricultural 

export industries, hence it is inevitable that we see them as input 

mechanisms for the agricultural industries into the policy process. 

They enjoyed frequent and extensive access to the 'formal' policy 

process and had frequent 'informal' contact with government ministers 

and departmental representatives. The reason for the extent of the 

producer boards involvement in the policy making process relates to 

their legitimacy to represent producer interests. Understanding how 

the producer boards became an integral part of the policy making 

process, in regard to the EC trade access issue is linked to some 

crucial developments during the l950's and the 1960's in the style of 

agricultural policymaking in New Zealand. 

Basis for the NZDB and the NZMPB Involvement in the Policy Process 

A previous chapter has examined the development of the producer 

boards since their inception. During the time of state control of 

primary produce marketing, the producer boards were reduced to the role 

of advisory bodies with the basic task of overseeing producers' interests 

in their respective industries. With the outbreak of the Second World 

War, the bulk purchase agreements between Britain and New Zealand saw 

l D.R. Hutton, The Role of Statutory Boards in New Zealand Public 
Administration (1978), Victoria University of Wellington, MPP Research 
Paper, p. 13. 
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all of the latter's available export produce shipped to Britain. 

Little need existed for the state to become involved in the pursuit 

of markets elsewhere. In this sense, the state had very little need 

to 1market 1 this produce since it was nearly all bound for one desti

nation. 

The ending of the bulk purchase agreements a few years after the 

end of the war coincided with the re-emergence of the producer boards 

to greater autonomy and the use of producer representatives in other 

statutory organizations to control agricultural export marketing in 

New Zealand. As we have already seen in Chapter Three the joint 

government/producer run Dairy Products Marketing Commission was set up 

in 1947. Producer representation on this organization increased again 

in 1956, to a ratio of seven to one over government representation. 

Meat producers took over the administration of the bulk purchase 

agreements for meat in 1948 and in 1954, with the ending of this agree

ment, the NZMPB had the responsibility for overseeing the private meat 

trade between New Zealand and Britain. 

This return to 'producer control I was an important part of the 

National Party's manifesto for the agricultural industry in New Zealand. 

One sees a continual growth in the involvement of producer represent

ation in the running of the export side of their industries develop 

through the 1950 1 s and the 1960 1 s. 

In reference to the re-emergence of producer control in the agri-

cultural industries, one writer has commented thus; 

[The National Government, during the 1950 1 s, undertook] 
... the transfer of the responsibilities of the wartime 
Marketing Department to the producer boards. Associated 
with this move was the National Party's adoption of 'producer 
control I as a major plank in its agricultural policy. This 
meant that during the 1960 1 s and the early 1970 1 s it 
generally adopted a relatively passive role in agricultural 
policymaking.l 

1see Mary Ensor, 'The Agricultural Sector in Action: The Quest 
for Wool Marketing Reform 1964-1972~, in S. Levine, (ed.), Politics in 
New Zealand, (1978), Sydney, George Allen and Unwin, p.323. 
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The extent to which the National Government maintained this 

'passive' role in agricultural policymaking was, of course, entirely 

dependent on the issue in question. This same writer has suggested, 

for example, that during the fierce debate over wool marketing reform 

measures in the early 1970 1 s, the National Government forced the Wool 

Board to adopt policy that was not of the Wool Board's making or choice, 

but of the government's. All this was done while maintaining; 

... a facade of 'producer control I in wool marketing 
policy making.l 

This being true, it appears that; 

... the Wool Board was not an independent decision maker 
during the quest for wool marketing reform, but was 
essentially working within a framework laid down by the 
Government.2 

What this does reveal is that while political expediency might 

realise a political platform of 'producer control 1 , the Government 

has never lost its overall control of agricultural policy in New 

Zealand. Where political realities have demanded it, the government 

has been the dominant partner in the policy process and this was 

evident in the New Zealand - EC negotiations. 

It is also very interesting to note a further development of the 

National government's incorporation of the agricultural sector into the 

policy process that took place during the 1960 1 s. In 1963, the govern

ment organized an Agricultural Development Conference. In the light of 

the many changes occurring in New Zealand's agricultural export trade, 

for example, the 1958 renegotiation of the Ottawa Agreement and the 

first attempt by the United Kingdom to join the EC in the early 1960 1 s, 

this conference was clearly an attempt by the government to undertake an 

examination of the future priorities of agriculture in New Zealand. It 

gathered together representatives from a wide range of agricultural 

1Ibid., p.328. 

2Ibid., p.329. 
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interest sectors. Out of this conference, the Agricultural Production 

Council (APC) was constituted in 1964. The membership of this Council 

was made up of representatives of farmer groups, producer boards, the 

agricultural service sectors, and government departments. The main aim 

of this Council was to establish future policy aims for agriculture in 

New Zealand and to forward such proposals to the Government. In 1969 

the Council became a sector committee of the National Development 

Conference, held to establish a wider based policy planning institution 
, 

for New Zealand's future economic development. 1 

While the National Development Council, which emerged from the 

conference of 1969, was finally disbanded in 1974, the APC was continued 

as a sector council for agriculture. It has however, not met since late 

1974, although some 22 District Agricultural Advisory Committees, 

which represent the local interests of agriculture have continued to 

bring together the service sector organizations involved in each local 

area. They review such things as agricultural progress, production 

problems, new developments and financial access for farmers. 2 As a 

policy-making organization the APC can be considered virtually 

moribund. Its many sub-committees would mainly be concerned with 

regional domestic issues in farming and would possess little influence 

beyond the articulation of those concerns. 

One might initially consider a statutory structure like the APC 

to be symptomatic of a growth in 1 syndicalist 1 power within the agri

cultural industry, certainly an expectation that would be in line 1t1ith 

a governmental policy plank of 1 producer control 1 • However, it has 

played little, if any, part in agricultural industry-government relations 

in regard -to the EC negotiations, and, it can be said, there is nothing 

to suggest that it has been a successful vehicle for syndicalist power 

within the agricultural industries. What does emerge is that industry-

1see, OECD Working Party on Agricultural Policies, Agricultural 
Policy fr1 New Zealand, (1974), Paris, OECD, pp.55-56. 

I 
2New Zealand Official Yearbook, (86th ed), (1981), Wellington, 

Department of Stat1st1cs, p.378. 
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government relations have been based on traditionally pluralist terms. 

In the main, it has been who the group represents and what function they 

perform, that has largely dictated the extent of involvement of 

individual sector groups in the policy process. While the producer 

boards had frequent and close consultation with government at all 

levels of the policy process in regards to the EC trade access issue, 

groups like the Federated Farmers, had much less policy input on the 

issue. According to one senior Government minister, the Federated 

Farmers were kept fully informed about proceedings, but to all intents 

and purposes, this existed as a 'public relations exercise'. They were 

not a part of the marketing side of the industry. These marketing 

interests were the realm of the producer boards. Ricketts has commented 

that during the negotiating period at the time of Britain's first 

attempt to join the EC; 

The Federated Farmers, ... , did not play a particularly 
significant role.1 

What can be observed throughout the development of this policy of 

'producer control' is that where government and sector group interests 

coincide, there has been an outstanding level of cooperation. Examples 

like the wool marketing reform measure show that government has retained 

a large measure of control over agricultural policymaking. This has 

been so especially when its own 'political I interests have been 

threatened. The return of agricultural export marketing control to the 

producer boards has allowed them, in turn, to become very powerful 

organizations in their own right. Yet, there is no evidence of the 

development of either a 'centralized etatism' or a 'cartelized 

syndicalism' in agricultural policymaking in New Zealand. Organized 

policy structures like the APC (and the NOC) have not been overtly 

successful. The fact that the APC has not met since 1974 suggests this. 

1Rita Ricketts, op.cit., p.20. 
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Insofar as the government controls the policymaking process, through 

the policy committee system, there is a high level of centralised 

control. However, the involvement of outside sector groups is not a 

statutory involvement. It is a form of involvement that occurs on an 

ad-hoc basis and at the whim of the government. In this, it is funda

mentally a pluralist form of behaviour. 

Formal and Informal Policy Making Networks 

It has been noted, particularly, that no formal coordinating 

machinery was established to deal with the EC trade access issue. 1 

In commenting on this, Lodge suggests four reasons as to why this was. 

Firstly there was a relatively small number of people involved. 

Secondly, contacts could be easily maintained. Thirdly, there existed 

a belief that New Zealand could not engage in forward planning vis-a-vis 

the EC in an effective way since New Zealand's policy was of a reactive 

type to the actions of other countries. Fourthly, there existed 

inherent difficulties in long term planning for products subject to 

seasonal vacillations in output. 2 It might, however, be suggested that 

no special coordinating machinery was needed for the simple reason that 

the existing policy process was quite adequate to deal with the issue. 

There had been a large degree of continuity in the involvement of 

officials from the late 1950's and early l960's through to the time of 

the 1970/71 negotiating period. Mr John Marshall, the deputy Prime 

Minister and Minister of Overseas Trade had been involved since 

Britain's first attempt to join the EC. Many of the senior personnel in 

Treasury, Trade and Industry, Foreign Affairs and Agriculture and 

Fisheries had had extensive experience of the issues involved in the EC 

trade access issue in earlier negotiations with Britain. The producer 

1Juliet Lodge, op.cit., p.4. 

2Ibid. 
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boards must also be considered here too. Sir John Ormond, in 1970/71 

was still chairman of the NZMPB and had been so since 1952. He played 

a major role during the 1970/71 negotiations in assisting the 

government to explain New Zealand's case in Europe. His contribution 

during the 1961/63 talks on British entry to the EC has been noted by 

Ricketts. 1 

By 1970, the long serving NZDB chairman Sir Andrew Linton had 

retired, but his place had been taken by Mr Frank Onion, himself a long 

serving member of the board. The Dairy Board had also developed, as 

part of the concerted effort to expand and diversify its export markets, 

a highly experienced executive team who handled the trade policy 

aspect of the NZDB's overseas operations. A senior Dairy Board official 

has described the importance of this executive function thus; 

With growth in product and market diversifications, there 
was a need for a unified policy structure based in Wellington 
to meet new market requirements. Trade policy formation has 
become an integral part of the dairy business and is inextricably 
linked to the politics of the trade.2 

The point being made here is that there has been no escaping the fact 

that political factors are inherent in such things as world dairy trade. 

This trade policy making function has been to the forefront of the GATT 

negotiations, the renegotiation of the Ottawa agreement in the late 

1950 1 s and the mid 1960 1 s, plus many other issues of international 

dairy trade access that have concerned the government and the Dairy Board. 

It was for very good reasons that no special policy making 

machinery was required. The policy making system that operated in 

Wellington was quite capable of handling, what Lodge has suggested as, 

a reactive style of policy making. At the time of the 1961/63 negotiation 

when Britain made its first serious overtures to the EC in regard to 

membership, the importance of this policymaking process and the input 

of the producer boards into both the formal and informal policy process 

1Rita Ricketts, lac.cit. 

2Quoted from personal interview with NZDB staff. 



became evident. 

Ricketts has described this policy process thus; 

In practice, the decision making process [in Wellington] 
was considerably more 1 open 1 than the official structure 
suggests. 

At Cabinet Economic Committee meetings (which were usually 
attended by heads of departments), officials from other 
levels were sometimes also present. Representatives from 
the producer boards attended meetings of the Officials 
Committee, when called, as well as working party meetings. 
The Dairy Board distinguished themselves at both the 
formal and informal level, having an executive team who 
were an adjunct to New Zealand's effort not only in 
Wellington but also in London and Europe.l 
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This description remained true at the time of the 1970/71 negotiations. 

Sir John Marshall has recalled that during this time, the Government 

had very close consultations with both the NZDB and the NZMPB, and 

that the producer boards, when required, were requested to attend all 

levels of the policy making committee system, up to and including the 

Cabinet Economic Committee. The producer boards were invited to air 

their views on all policy alternatives, which were discussed fully by 

all parties. During this time the producer boards assisted the govern

ment by supplying much detailed information on marketing requirements, 

production trends and trade analysis. 

Another senior government official has commented that the producer 

boards had ready access to policy committee proceedings. Policy input 

was welcomed, discussions were frank and to the point, and where the 

government opted for policy that the producer boards did not fully 

agree with, the boards were free to criticise and disagree with that 

policy. This must be tempered by the suggestion that the sensitive 

political nature of the negotiations with Britain and the EC at this 

time, would have seen any disagreements between the producer boards 

and the government handled discreetly. 

1Rita Ricketts, loc. cit. 
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However, in regard to this, government officials have commented 

that there was no real disagreement between government and the 

producer boards over what was required in terms of special trade 

access to the EC. By 1970/71 only one clear policy option was con

sidered viable and that was getting agreement from Britain and the EC 

on a future satisfactory level of access on butter, cheese and sheep

meat comparable to that being achieved by New Zealand on the British 

market at that time. As Ricketts has noted, the New Zealand policy 

line in 1961 was that; 

No other option could afford the same safeguards. There was 
no other market which co~ld satisfactorily absorb New 
Zealand's dairy produce. 

By 1971 this had not fundamentally changed. While product and market 

diversification in the dairy industry had increased during the 1960 1 s, 

Britain remained the most important destination for New Zealand butter 

and cheese. One government off1cial has said that where disagreement 

has arisen, it has been more on a matter of emphasis or statement of 

principle. This emerged more often in later years when New Zealand 

experienced a number of problems over continued access for butterfat 

and sheepmeat, price mechanisms and price/quantity tradeoffs. 

Government officials are clear on one thing regarding the producer 

board role in the policy process. The producer boards were not a part 

of the decision making process. They had policy input but government 

took the final decisions and the responsibility. On such an issue as 

the EC trade access question this is not surprising. Agricultural trade 

agreements between countries are politically sensitive issues and are 

usually subject to government accord. In this respect trade policy 

remains a government concern, and while there is extensive room for 

the use of non-governmental organizations such as the producer boards, 

there does exist a clear line of responsibility between government and 

those outside government. 

1Ibid., p. 18. 
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One of the most important features of the government-producer 

board interaction was the network of 'informal I contacts used in the 

policy process. It is possible to get a fair idea as to how and why 

it operated. It is, of course, a feature common to nearly all policy 

making systems. However, there will be many variations as to the type 

of informal contact that can exist. As we observed in the second 

chapter, Wilson, in writing on the common activities of French interest 

groups, noted that frequent informal contacts between groups and 

government officials were a common and very effective means of policy 

interaction. It is also common to the British style of interest group 

behaviour. One senior Dairy Board official has commented that at any 

time, the structure of the formal policy making system (i.e. the 

committee system), could be bypassed by the producer boards. The 

commonly entailed top level 'informal' contact between producer board 

heads and Government ministers. These were very frequent and effective. 

At times, almost daily contact either by phone or face to face meetings 

took place. This style of informal contact was also very common between 

producer board staff and government department personnel. It has 

remained so throughout the quest for continued access to the EC through 

the 1970 1 s. 

The observation has been made by a number of officials that the 

style of informal producer board-government contact that took place, 

plus the producer board interaction with the committee process, high

lighted the inherent advantages of the unitary state apparatus that 

operates in New Zealand plus some particular advantages of the geograph

ical layout of the government centre in ~~e 11 i ngton. 

As the capital city, Wellington contains not only the seat of 

Government but also houses the head offices of the departments of state, 

all within a short distance of Parliament and the government Executive. 

Some are literally a stone's throw away. In federated government systems, 

it is quite common for some parts of the administrative arm of government 
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to be widespread and in many parts of the country. It is even more 

pronounced in supranational political systems, such as the European 

Community. In such situations, the utility of informal contacts between 

government and outside groups can be limited by the physical distance 

of these groups to government centres. EC agricultural groups have 

overcome this to some extent by the formation of organizations such as 

COPA, an EC wide agricultural interest organization that maintains links 

with the EC Commission. Wellington, however, is the main centre for 

many of the major interest and business organizations in New Zealand, 

such as the Manufacturers Federation, Employer Federation, the Federation 

of Labour, Federated Farmers as well as the various producer boards, 

such as the NZDB and the NZMPB. Many of the major industry and finance 

houses also have their head offices situated in Wellington. 

This is to suggest that the growth of a highly centralised govern

ment bureaucracy, virtually next door to Parliament and the consequent 

centralisation of major interest organizations within an area of a few 

square miles has greatly assisted the development of an important 

network of informal contacts between government and non-governmental 

organizations. This has led to what one producer board official has 

described as 'seat of the pants' policy making. This alludes to the 

fact that a lot of informal contact can be made over the phone and that 

for those groups with the proper 'credentials', there existed a virtual 

open door invitation to meet regularly with government officials. Face 

to face meetings could be arranged at very short notice. As a saving 

in time, money and effort, this bypassing of the formal policy process 

was beneficial to all concerned. This pattern of producer board

government continued through the 1970 1 s. Many issues arose in regard to 

continued access for butterfat, more specifically over levels of access 

and the prices New Zealand received for those products~ Some of these 

issues will be examined in later chapters. 
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A number of important considerations emerge from this examination 

of the producer boards and the policy making process. Firstly it is 

certain that the producer boards had significant input into the policy 

making process. This took a number of forms. They were invited by 

government to make submission or offer advice on policy discussions to 

the various levels of the 'formal' policy committee systems. This was 

described in the first part of this chapter. There was a great deal of 

ad hoc, 'informal I input from the producer boards. This may be easily 

described but due to the nature of this type of interaction, it is 

difficult to be specific about this type of behaviour. \>/hat is important 

to realise is that the producer board role in the policy process should 

not be overstated. They enjoyed extensive input into the policy process 

primarily because they had the responsibility of marketing the agri

cultural products at the heart of the policy issue, namely butterfat 

and sheepmeat. Their authority came from a parliamentary statute. l>Jhat

ever the policy outcome was, the future trading operations of both the 

NZDB and the NZMPB would, of necessity, be affected. It was important, 

therefore, that they be kept informed of developments and encouraged to 

offer their own advice. As statutory organizations, the expectation 

that they be consulted by government on matters that concern them is 

confirmed. In doing so, the government legitimizes their own behaviour, 

namely, that what government decides on, policy-wise, has the backing of 

the relevant industry involved. 

lt is clear that government controlled the flow of policy input 

from organizations like the producer boards. It was government who 

decided who should be invited to policy committee meetings. In this 

respect, organizations like the Federated Farmers were 'kept informed', 

but they had little input into policy proceedings. The history of 

government-interest group relations in New Zealand would favour 

traditional pluralist type behaviour and this is strongly suggested by 

the policy process that operated in regard to the EC trade access issue. 



65 

The government did not utilize any special policy making forum. 

It utilized the normal policymaking structure that operated for all 

governmental policy issues. Within this system, there are the means 

by which outside interests can be brought into the policy process when 

necessary and/or desirable. 

It is hard to say specifically which of the two producer boards 

had the greater input. The fact that access for butterfat to the EC 

was the most important part of the New Zealand objective, the fact 

that sheepmeats were not in any real danger of being shut out of the 

EC market plus the noticeable utilization of the NZDB's executive policy 

team by the government suggests that the Dairy Board may have enjoyed 

a higher profile than did the NZMPB. 

The policy making input of the producer boards is but one aspect 

of the producer board role in the New Zealand - EC negotiations. Their 

involvement in the Protocol 18 negotiations of 1970/71, as part of the 

New Zealand government's diplomatic offensive in Europe at this time, 

plus their continued involvement in the European Community since then, 

reveals the international role of the producer boards. This international 

role is the focus of the next two chapters. 
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CHAPTER V 

THE PRODUCER BOARDS AND THE NEGOTIATING PROCESS - PART ONE 

New Zealand's case for special access to the enlarged EC rested 

on strong historical trade links to Europe and sought nothing less than 

the prevention of severe economic distortion to the New Zealand 

agricultural industry. Of the European Community's attitude to the 

validity of New Zealand's case for special access, one writer has put 

it thus; 

There was never any real disagreement among the Six on the need 
to accord New Zealand special rights vis-a-vis the Community. 
But, from the outset there has existed both disagreement over 
the extent, nature and duration of any special agreement for 
New Zealand.l 

The whole issue of New Zealand's special trade access to the EC has 

been a continually evolving one, subject to the influences of political 

and economic forces in the EC, severe market and budgetary distortion 

through the growth in the levels of EC dairy production, and develop

ments in the patterns of world agricultural trade. 

In many ways, it is what has come after the Protocol 18 agreement 

that underlines the role of the producer boards. It was the NZDB and 

the NZMPB that had the important task of implementing New Zealand's 

undertaking in regard to that agreement, and of ensuring that New 

Zealand's trade interests in the EC were taken full advantage of. 

However, it is also important to understand that the role of the 

producer boards in the New Zealand - EC negotiations can be based on a 

number of earlier developments involving the producer boards in 

international trade negotiations and agreements. From this, one gets a 

1Juliet Lodge. 'The EEC and New Zealand', in New Zealand Inter
national Review, Jan/Feb, (1976), p.8. 
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clearer understanding of the 'front line 1 duties of the producer 

boards as agents of New Zealand 1 s agricultural trading interests, 

and their supporting role with government in New Zealand 1 s internat

ional trade negotiations. 

The International Role of the Producer Boards 

The basis of the producer board role in the negotiating process 

stems from their experience as international agricultural marketers 

and their involvement in major international trade negotiations. This 

experience, gained in the years prior to the New Zealand involvement 

in Britain's negotiations with the EC, saw organizations like the 

NZDB and the NZMPB build 'track records 1 of expertise and credibility 

in international trade forums. This experience was utilised by New 

Zealand at different times, and to varying degrees, in order to assist 

the advancement of New Zealand 1 s case. 

The clearest manifestation of this 1 international experience 1 lies 

in the very nature of the producer board trading operations. The NZDB 

has long operated an active programme of product and market diversi

fication that today sees the number of dairy markets at over a hundred 

and the many product specifications counted in the thousands. 

The NZDB presence in Europe is a longstanding one. From the l930's, 

one can read of the impact_of NZDB representatives in London such as 

Mr Davies and Mr Rodden, both of whom; 

•.. had worked with, and were highly respected by, the British 
Ministry officials and Ministers and the access of offices in 
Whitehall was 1always of great value in New Zealand 1s trade 
negotiations. 

New Zealand Dairy Board officials still speak of the highly valuable 

services performed by Mr Rodden in his long association with the NZDB 

in London. 

1A.H. Ward, A Command of Cooperatives, (1975), Wellington, 
New Zealand Dairy Board, p.224. 
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His talent for hospitality and reputation as a raconteur, 
admirably served the delegations to London in opening official 
doors to unofficial talks and smoothing the pathways to 
sensible and realistic solutions to topical problems. His 
high standing with executives from other dairying countries 
including the United Kingdom, and his leadership in the 1 
Butter Council and Cheese Council was of major importance. 

This is an indication of the important role that personalities have 

played in serving the interests of New Zealand's international trade 

negotiations. This was evident in the domestic policy role of the 

producer boards in New Zealand. So too is it an important factor to 

be taken account of in the producer boards' international role. In all 

types of interest group behaviour, the personality of leadership and 

those representative of the group plays an important part in the 

presentation of the group's aims, both in the articulation of group 

demands and in contacts with policy decision makers. The important 

role of the NZDB in international negotiations emerges in the latter 

half of the 1950's and the early 1960's. This in turn coincides with 

fundamental changes in the nature of the British market with regard 

to the importing of agricultural foodstuffs, and with the re-emergence 

of the NZDB as an autonomous producer controlled trading organization. 

The significance of the United Kingdom butter market has been 

noted, In 1958, the International Federation of Agricultural Producers 

(IFAP) secretariat put foward a proposal, supported by the British 

National Farmers Union (NFU), for a quota system on butter supplies to 

the United Kingdom. At the IFAP conference, the NZDB delegation led by 

the board chairman, Mr Andrew Linton, vehemently opposed any quota 

'carve up'' of the British dairy market and argued the merits of 

unsubsidised free trade as the greater need. 3 At this time, the British 

market butter suppliers had been subject to a voluntary restraint 

1Ibid., pp.224-225 

2Ibid., p .190. 

3Ibid. 
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agreement. Shortly after the IFAP conference, the British government 

lifted the voluntary restraint clause due in part to improved prices 

on the market. It made the provision that if New Zealand butter 

suppliers were threatened by butter dumping as a result of the improved 

market then legislation would be introduced to protect New Zealand 

butter interests. 1 

Significant increases in butter dumping on the British market in 

1960 and 1961 did see New Zealand producers press the New Zealand 

government to seek anti-dumping legislation from the British government 

as per the latter's assurances of 1958. This coincided with the 1961 

visit to New Zealand of Mr Duncan Sandys in regards to Britain's 

announced intention of seeking membership of the European Community 

so official action on the anti-dumping legislation was held over. 

Principle offenders cited by New Zealand were France, Ireland, Poland 

and Finland. Given the obvious difficulties of reconciling open duty 

free access to the United Kingdom for New Zealand produce and the whole 

concept of the common market policy, Britain then sought a wider agree

ment on the anti-dumping problem. 

As a result of the anti-dumping case being pressed by New 
Zealand and also by Denmark, the British Government in September, 
1961 decided to take the case to the GATT and asked the New 
Zealand Government to be represented in support of the case. 
The Dairy Board in turn was invited to attach advisory delegates 
to the New Zealand official team and this was done. Thirteen 
countries were represented at the meeting in Geneva, including 
those against whom anti-dumping action had been directed.2 

Agreement could not be reached on the voluntary restriction of supplies. 

However, a proposal put forward by the Director General of GATT, 

setting limitations on each countries butter access based on forward 

shipping programmes for a six month trial saw an interim agreement and 

a subsequent strengthening of prices. Further agreement on anti-dumping 

rules could not be reached so Britain was forced to continue with the 

1rbid. 

2Ibid., p.191. 
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control of imports based on negotiated tonnages. New Zealand 

reluctantly agreed to this to avoid the problem of renewed butter 

dumping. This, however, put an end to New Zealand's right of free 

entry to Britain for butter. 

The acceptance of the quota system by the New Zealand dairy 

producers saw a valuable lesson learned. In terms of future trade, 

this ushered in a renewed emphasis on the marketing of its 'share', 

most particularly the marketing of its Anchor and Fernleaf brands of 

butter in the face of increased competition from other dairy producing 

countries such as Denmark and Ireland. The overwhelming importance of 

the British butter market to New Zealand has continued unabated. 

The importance of this market for dairy products to the NZDB was 

typified by the opening, in 1979, of the massive dairy packaging and 

reprocessing plant at Swindon, the culmination of a long term strategy 

to remain a major competitor in the British market. 

Another important development in the ~nternational negotiating 

role of the NZDB came in the late l960's with the joint New Zealand 

government and producer board representations made to the GATT in 

regard to a proposed agreement on skim milk powder. Primarily affecting 

the major international traders in this product, namely New Zealand, 

the EC, and the United States, in the light of New Zealand's future 

experiences with the EC, this time spent on achieving this particular 

agreement proved invaluable for the NZDB. New Zealand, as a major world 

dairy trader, had long sought an acceptable agreement on world dairy 

trade. In 1967, New Zealand made an effort to seek an agreement under 

the GATT code, by initiating a 1 working party' representing 21 

countries interested in dairy products. As the Minister of Overseas Trade 

said at the time; 
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We did this because our markets were being increasingly 
threatened by surplus producti9n and the pressure of subsidised 
exports, notably from the EEC. 

The stated objectives of this working party were; the establishment 

of minimum prices for butter, butterfat products, and skim milk 

powder; permanent arrangements for consultations on trade in dairy 

products; and cooperation in the development of the use of milk 

products as food aid. 2 

In reference to the problems of world trade in dairy products, 

this was a crucial time for New Zealand. The issue of dumping by dairy 

producing nations on the world market had been a longstanding one. 

Dumping by the EC became an issue in its own right. Community dairy 

production had increased and the growth in product surpluses was 

becoming an increasing burden and threat to the world dairy market. 

New Zealand was keen to see some agreement on the control of surpluses. 

What was more important, the EC Common Agricultural Policy (CAP) was 

in its formative years and New Zealand was hoping to see action to 

control EC surplus production emerge through the CAP. 

As to the proposed GATT agreement, numerous rounds of negotiations 

took place over the 1968/69 period. No agreement was reached on the 

butterfat issue. However, a significant agreement was reached in 

reference to the world market for skim milk powder. In 1970, a minimum 

international selling price of $180 per ton for skim milk powder was 

established. As one NZDB official has described it, it was in effect a 

maximum export dumping agreement that set limits on the amount of 

dumping permitted to exporting countries. World skim milk powder pro

duction, which had risen by some 600,000 tons over the 1966 - 1968 

period steadily declined over the 1969 - 1971 period. Consequently, by 

1971, the price for New Zealand skim milk powder in the United Kingdom 

had more than doubled and a marked reduction in EC production saw the 

1New Zealand Parliamentary Debates (NZPD), (1968), Vol.358, p.2987. 

2rbid. 
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latter remove its export subsidies for skim milk powder. 1 

Although it applied only to skim milk powder, the GATT agreement 

set an important precedent as to the type of agreement needed in 

respect of all dairy products on the world market. It also had the 

important factor of seeing New Zealand admitting, with others, the 

right of countries to dump surplus product on the world market, albeit 

with agreed restraint. 

The New Zealand Dairy Board gained a lot out of the process of 

these negotiations. It was firstly a part of the official New Zealand 

delegation to these talks. As such, it worked closely with New Zealand 

governmental officials and gained access to senior government officials 

from other dairy exporting countries. A Dairy Board official has 

suggested that one of the most important benefits gained was a chance 

to meet with high ranking EC officials, free from the influence of 

British dairy and government officials. It gave New Zealand dairy 

producers a legitimate reason to build contacts and confidences with EC 

officials, both in reference to the dairy trade concerns of each and 

to New Zealand's concerns over special trade access to the British 

butterfat market should the latter join the EC. In the future delibera

tions regarding New Zealand's access to the United Kingdom, the under

standings gained by each side were to be invaluable. 

As it shall be shown later, it was from agreements such as the one 

on skim milk powder that the basis of the New Zealand - EC consultative 

process on world dairy trade was formed. This consultative process 

became an important link between the EC dairy officials and the NZDB 

through the 1970 1 s. It should also be stated that the relative success 

of this two way process between the NZDB and the EC began at this time 

because the skim milk powder agreement enforced the right of the EC 

Commission to speak for member countries in matters of foreign trade. 

1New Zealand Official Yearbook, (77th ed.), (1972), pp.536-537. 
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The familiarization visits during the 1968/69 period by New 

Zealand officials to Europe in regard to the GATT talks had the 

important effect of 'humanizing' trade links between New Zealand and 

the EC. In the opinion of a senior Dairy Board official, it was during 

this period that an important degree of trust was built up between New 

Zealand and the EC. The NZDB generated a great deal of this trust in 

that as a major trader in the world dairy market, it possessed a 

significant measure of expertise and knowledge of the world dairy 

trade. This expertise had been gained through the years of market and 

product diversification and covered such areas as analysis of world 

dairy market trends, new product specifications and quality control. As 

the sole authority for the marketing of New Zealand's dairy produce, 

the NZDB was on a parity with the entire EC dairy trade organization. 

This recognises the position that while the coordination of export 

marketing for such things as dairy products lies with EC Commission 

dairy officials, the dairy trading interests in the EC are a multiple 

grouping of organizations. This is to suggest that the quality of the 

market and product analysis of the NZDB was such that the EC Commissiorls 

recognition of this and the NZDB's willingness to work with the EC 

Commission dairy officials in seeking agreements such as the skim milk 

powder agreement in the GATT negotiations, led to a strong measure of 

political goodwill being built in New Zealand's favour. It also fore

shadowed important developments that were written into the Protocol 18 

agreement regarding New Zealand - EC trade cooperation. 

In looking for similar precedents for the NZMPB in regards to its 

involvement in international negotiations, one finds the situation a 

little different. To a great extent, this was due to the nature of the 

NZMPB's overseas operations, the market developments being undertaken, 

and most especially, the unique importance of the British market for 

lamb. One sees the enhanced role for the NZMPB on the British market 

coincide with the end of the bulk purchase agreements in 1954, when 
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trading returned to private hands. As a consequence of this, the 

NZMPB had the important task of ensuring that the British market was 

subject to even quantities of supply of meat from New Zealand and that 

these supplies did not clash with the seasonal supplies of the British 

producer. As a result, marketing coordination, promotion and advertising 

was markedly improved. The NZMPB also had the task of coordinating 

shipping and freight rates. 

In 1958, the NZMPB appointed a new European director, Mr D. Martin. 

He had been the chief economic adviser to the New Zealand Federated 

Farmers organization. He had been involved in several Federated Farmers 

committees and had represented the Federation in delegations to 

Government Ministers and the government economic committees. He had 

been a member of the New Zealand delegation to the drafting of the GATT 

agreement in 1947, was a member of the New Zealand negotiating team at 

the ending of the bulk purchase agreements in London in 1954 and had 

also been part of the New Zealand team at the review of the Ottawa 

Agreement in 1957. 1 

Soon after his appointment, he undertook the implementation of a 

plan by the NZMPB to diversify its market destination away from the 

British market, in this case, to the countries of the European 

Continent. Concerned by potential difficulties emerging from the 

formation of the EEC, and also that of the European Free Trade Asso

ciation (EFTA), in regard to New Zealand 1 s future meat exports to 

Europe, the NZMPB instructed their European director to establish new 

markets in Europe; 

... by making use of her GATT membership (which saw New Zealand) 
argue that Continental countries could, and should, provide a 
potential market for her meat. 2 

1o. Hayward, Golden Jubilee - New Zealand Meat Producers Board, 
(1972), Wellington, New Zealand Meat Producers Board, p.71. 

2Ibid., p. 136. 
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Most of the countries targeted by the NZMPB operated strict protect

ionist policies on the entry of agricultural products. Norway and 

Denmark prohibited meat imports, Holland had restricted entry for most 

meat types, Sweden maintained flexible import levies and occasional 

quantitative restrictions, France and West Germany prohibited all 

types from entry, and in Italy, which had no restrictions on lamb 

imports, it was claimed that Italians did not like sheepmeat. 1 

Working very closely with the New Zealand government, the NZMPB 

undertook a programme of opening up Europe to New Zealand lamb. 

Denmark granted a token license for the importing of 25 tons of New 

Zealand lamb. Holland, too, granted a small market opening for lamb. 

The New Zealand Government and the NZMPB operated a joint exhibition 

at the Hague Food Fair. Sweden was also successfully targeted, with the 

Farmers Marketing Organization allowing the importing of some New 

Zealand lamb. In West Germany, lamb was exhibited at the Cologne Trade 

Fair and a small quota for lamb, beef and mutton was granted to New 

Zealand. Italy was also targeted in 1961 with a trade exhibition 

venture being undertaken at the Bologna· Trade Fair. 2 By 1963, small 

quantities of lamb had been sold to nearly all countries in Western 

Europe. From sales of 25 tons in 1958/59 to 15,661 tons in 1969/70, 

significant markets for New Zealand lamb had been built in Europe, 

with the main destinations being Greece, West Germany and Italy. 

The development of these markets through the 1960 1 s allowed the NZMPB 

to meet with European government officials, meat producers and meat 

traders, and to make known New Zealand's interests in obtaining secure 

markets for frozen lamb on the continent. 

The setting up of DEVCO in 1960 as the sole marketing authority 

for lamb on the North American market and the introduction of the lamb 

diversification scheme in 1966 saw further steps by the NZMPB, in close 

cooperation with New Zealand meat exporters, to reduce the reliance on 

1rbid. 
Ibid., pp. 136-137. 
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the British market for lamb. Despite this, the major lamb market 

destination remained the British market. From 1963 to 1966, British 

home production of sheepmeat increased to record levels and there 

were talks between Britain and New Zealand (among others) to reduce 

lamb imports. These, however, came to nothing. From 1966, United 

Kingdom production sheepmeat declined and New Zealand lamb deliveries 

to Britain increased from 269,500 tons in 1966 to 287,000 tons in 

1970. 1 

As we shall see later on, the NZMPB strongly contested the 

imposition of the levy on imported lamb, introduced by the British 

government in 1971. This was part of a concerted plan by the Conserva

tive government to reduce the costs of the guaranteed price and subsidy 

system for British farmers, and was seen as a forerunner to Britain's 

future membership of the EC. The effect of this was to increase the 

cost of exporting lamb to the United Kingdom for New Zealand producers 

and took the form of a 3 pence per pound levy. 

Although the United Kingdom's joining of the EC raised a number of 

serious concerns for the New Zealand government and agricultural 

producers, there did not exist the same urgency regarding lamb exports 

to Britain as there did for dairy products. The nature of the British 

lamb market; the fact that the EC was less than self-sufficient in 

sheepmeat production and that sheepmeat made up a very small proportion 

of total EC meat production; plus the absence of any common agricultural 

policy on sheepmeat meant that the NZMPB's main concerns over lamb 

revolved around the gradual imposition of the EC 1 s Common External Tariff. 

and the future application of an EC sheepmeat regulation. 

1Ibid., p.73. 

2Ibid., p.74. 
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Basis of New Zealand's Claim for Special Access to the European Community 

The following quotation taken from a Government statement tabled 

in the New Zealand Parliament in 1971 sums up New Zealand's claim for 

access to the EC thus; 

The basis of New Zealand 1 s case for special arrangements has 
been founded on the nature of the trading relationship with 
the United Kingdom, a relationship which has evolved over 
more than a century and has almost completely determined 
the economic structure and trading patterns of this country 
.... The economic orientation of New Zealand agriculture was 
based on the provision of food for the British 9eople and 
raw materials for the British textile industry. 

It is no exaggeration to say that for the greater part of New Zealand's 

development this century, New Zealand agriculture was geared toward 

supplying a single market. Although by the late 1960 1 s, market diver

sification had lessened the importance of the British market for such 

things as wool, beef and mutton, for such products as butter, cheese 

and lamb, Britain still remained the single most important market. 

It was for this reason that the EC welcomed the inclusion of Britain 

within the Community, namely as a market for its own dairy products. 

So for New Zealand, the task remained the protection of a market of 

very longstanding value and importance. In 1959/60, pastoral industries 

accounted for 93 percent of New Zealand 1 s export earnings. In 1969/70, 

this figure had declined but was still very high at 80 percent. 2 In this 

latter period, the British market took 85 percent of New Zealand's 

exports of butter and cheese and 86 percent of lamb exports. Even if 

one considers that the dairy exports to Britain constituted some 60 

percent of total dairy exports and that lamb exports made up only 29 

percent of the total val.ue of sheep pnoduct exports, the fact remained 

that such products were the foundation of the two major pastoral 

industries that together brought in over 60 percent of total export 
. 3 earn, ngs. 

1Appendix to the Journals of the House of Representatives (AJHR), 
(1971), Vol. 1, A-B, p.2. 

2Ibid., p.4. 

3Ibid., p.5. 
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New Zealand's Case - a 'statement of claim 1 

Britain's application for membership of the EC, made in 1970, was 

the third time that such an application had been made. The first was in 

1961. Many complexities arose in the subsequent talks between the United 

Kingdom and the EC that took place between the period from mid 1961 to 

January 1963, when a French veto on Britain's application effectively 

killed British membership in the short term future. New Zealand's 

agricultural trade links with the United Kingdom was one of the many 

issues involved. In 1961, the United Kingdom had worked with New Zealand 

in setting the conditions deemed necessary for the protection of New 

Zealand's trade interests. The New Zealand government gained an assurance 

that Britain; 'would not feel able to join the EEC unless such arrange

ments were secured. 11 In the words of one writer, Britain's sending out 

of Duncan Sandys, the Secretary of State for Commonwealth Relations, in 

order to discuss these terms, brought home to New Zealand the gravity 

of the situation in that there existed a, 'real possibility of British 

entry to the Community' . 2 

Britain made a second attempt to join the EC in 1967. In pursuing 

its application, Britain singled out New Zealand as one of the key 

issue areas. In prior consultation between Britain and New Zealand the 

latter had agreed to the limiting of New Zealand's requirements to the 

question of access for butter, cheese and lamb. 3 These were the priority 

areas and it was considered desirable that the pressing of New Zealand's 

case be kept to those products where there was a real lack of alternative 

markets. However, this second application was again vetoed by France 

so the question of access for New Zealand was never fully tested. 4 

1Ibid., p.3. 

2s ee Rita Ricketts, 1 1 and the country not scratched? 1: New 
Zealand's fight for economic survival 1957 - 1963', in, New Zealand 
International Review, Vol. VIII, No. 6, Nov/Dec, 1983, p. 15. 

3AJHR, (1971), Vol 1, A-B, p.4. 

4Ibid. 
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When in 1970, the British application to join the EC came up again for 

the third time, the realisation of new political realities in Europe, 

rapidly changing production levels in the EC due to the effect of the 

CAP, made it clear that ultimately Britain would become a member of the 

EC and that the issue of New Zealand 1 s trade access to the United Kingdom 

would be a hard fought one. 1 

In negotiations between New Zealand and the United Kingdom, New 

Zealand put its position by way of a 'statement of claim'. This was to 

be the basis of any agreement Britain would reach with the European 

Community over New Zealand's access. This position was as follows: 

a. That New Zealand should be able to continue to sell at 
remunerative prices the quantities of butter and cheese 
for which we currently received assured access for the 
British market; 

b. That guarantees of access should not terminate with the 
transitional period, but that there should be continuing 
arrangements subject to periodic review; 

c. That, in the event of the Community adopting a common 
regulation for sheepmeats, New Zealand should continue to 
have access for lamb sales on a satisfactory basis.2 

On top of this, New Zealand put forward, in reference to the first 

requirement under (a), the use of milk equivalent formula. Given 

uncertainties of what cheese access might be gained, the desirability 

of being able to shift from one product to another as part of any 

continuing arrangement and the need to gain maximum access for butterfat 

to the British market were the advantages of using the milk equivalent 
3 formula in setting levels of butter and cheese access. 

1The question of 'new political realities in Europe' refers mainly 
to the fact that Charles de Gaullewas no longer President of France. It 
was he who had strongly opposed British membership in the past, claiming 
that they were not politically or economically ready for membership. 

2AJHR, (1971), Vol. 1, A-B, p.5. 

3Ibid., p.6. 
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This •statement of claim 1 was accepted by Britain as the basis of the 

negotiating package. Butter and cheese access levels became the main 

issue. Sheepmeat did not become a central issue at this time in 

regards to access levels, although the NZMPB worked strenuously to 

gain assurances from the British and the EC that its market share in 

Europe would be protected. 

With regards to New Zealand 1 s efforts in Europe at this time, one 

senior Foreign Affairs official has described it thus . 

... the negotiations leading up to Britain 1 s entry into the EEC 
provide a good example of the organization of New Zealand 1 s 
economic diplomacy ... (These included) the opening of new posts, 
the intense cable traffic, the consultation between ministers 
and departments in Wellington and with the producer boards, the 
frequent visits of Mr Marshall and other ministers and officials 
to Europe, the preparation of detailed policy positions and of 
an independent report by the Monetary and Economic Council, an 
active public relations campaign in London and elsewhere, and 
the setting up of what was called a Supporting Activities 
Programme to invite people, selected because of their influence 
at home, to visit New Zealand to see for themselves the 
situation our diplomats were describing.l 

From the first indications that Britain was intent on joining the EC, 

New Zealand began to take steps to further its interests in Europe. One 

manifestation of this was the significant increase in diplomatic repre

sentation in Europe. Apart from London, New Zealand had had representa

tion on the European continent since 1949 with the opening of an 

embassy in Paris. In 1961, an embassy was opened in Brussels. As the 

seat of the European Community, and given the strong possibility of 

Britain joining the EC, New Zealand accreditation to Brussels and the 

EC Commission was made in order that New Zealand might be close at hand 

to the centre of any subsequent negotiation developments. 2 Further to 

this, embassies were established in Bonn, Rome, and The Hague in 1966-67 

largely due to the need for a wider representation of New Zealand 1 s 

political and trade interests in Europe. 

1M. Norrish, 1 Economic Considerations in New Zealand Foreign Policy•, 
in New Zealand Foreign Affairs Review, Vol. 24, No. 5, May 1974, p.12. 

2juliet Lodge, The European Community and New Zealand, (1982), 
London, Frances Pinter, p.7. 
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The 1970/71 Negotiations and the Protocol 18 Agreement 

It was during the 1970/71 period of negotiations between the 

United Kingdom and the European Community that New Zealand mounted 

its major diplomatic offensive in Britain and Europe to push the case 

for special access to the enlarged EC. New Zealand did not possess 

any official negotiating status vis-a-vis Britain's negotiations with 

the EC over entry terms. Nevertheless, it sought to influence opinion 

in favour of its interests by ensuring, as much as possible, that the 

British authorities pursued the most favourable access terms for New 

Zealand's agricultural products, and that the EC was sympathetic to 

those terms. 

Here we see the mutual interests of the New Zealand government 

and the producer boards working together in order to influence public 

and governmental opinion in foreign countries. As one writer has said 

of this time; 

Perhaps the best example of elements of the public target actin~ 
in concert with pressure groups on a question of national 
urgency is to be seen in 1971 in the activities of the New 
Zealand Government itself~ in close consultation with producer 
boards and farming organizations running a pressure group 
campaign in Europe to receive favourable terms for New 
Zealand trade in the event of Britain joining the EEC. Under 
such circumstances the activities of government may be 
indistinguishable from those of the groups.1 

Both the NZDB and the NZMPB had enjoyed a long term commercial presence 

in the United Kingdom since the 1920 1 s. The NZDB owned significant 

commercial interests in its packing, distribution and trading concerns 

in Britain. The NZMPB, as well as its market promotion schemes, also 

had the support of the British/New Zealand meat trading interests in 

Britain. Both the NZDB and the NZMPB were ideally placed to lend their 

commercial weight to the New Zealand campaign. 

1L. Cleveland, The Anatomy of Influence, (1972), 
Wellington, Hicks Smith & Sons Ltd, p.17. 
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This joint approach involved not just lobbying Britain's negotia

ting officials, but also members of parliament, farmer groups, 

marketing organizations and other commercial and consumer groups, 

including the British Housewives Association. Suggestions that New 

Zealand actively support an anti-EC entry movement were not taken up 

by New Zealand authorities. To do so would have been construed as 

direct political interference in the domestic affairs of the United 

Kingdom, and would have been in conflict with the intentions of the 

British government. The producer boards were not attracted to sponsoring 

any anti-EC movement. British entry into the EC was seen as inevitable 

and it was in their interests to generate as much support for their 

commercial interests as possible. 

The marketing expertise of the producer boards was ideally suited 

to press the consumer aspect of New Zealand's campaign. The 'Anchor' 

and the 'Fernleaf' butter brands were very well known and popular 

brands, as was the 1 New Zealand lamb' label. The consumer's desire for 

cheap, high quality foodstuffs was deemed to be a powerful weapon on 

the side of New Zealand's trading interests. In regard to these 

products, two issues in particular highlight the type of pressure group 

politics that involved the producer boards in the delicate nature of 

the negotiations at this time. 

The NZMPB chairman, Sir John Ormond, met on numerous occasions 

with Britain's chief negotiator, Mr Geoffrey Rippon, in order to impress 

on him the importance of the British market for New Zealand lamb. This 

occurred not just in the United Kingdom but even went to the extent of 

having Mr Rippon stay overnight at Sir John Ormond's farm during Mr 

Rippon's familiarization tour in 1970. 1 The NZMPB became particularly 

alarmed at the imposition of the 3 pence per pound levy that was placed 

on all imported lamb to Britain. This levy was intended by the British 

1The Press, 10 September, 1970. 
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government to assist in the increase of home produced lamb and to 

reduce the dependence on imported lamb. As the largest supplier of the 

British lamb market, the NZMPB reacted sharply to this levy imposition. 

It criticized the move by the British government, and in a statement 

released by the NZMPB after a meeting between Sir John Ormond and 

British government representatives, stated that the NZMPB; 

... asked for New Zealand's rightful place fo1 lamb in the 
British market unhampered by tax in any form. 

In reference to the whole issue of access for New Zealand lamb to a 

'British market within the EC', the NZMPB reiterated the claim that 

'all but 15 percent of New Zealand lamb exports were bought by Britain' 

and that 'no alternative markets could maintain New Zealand lamb 

exports anywhere near the present level 1 • 2 The statement alluded to 

certain responsibilities of Britain to New Zealand, and reflected the 

overall tenet of the New Zealand claim on the British market: 

In an association of 88 years in this trade, Britain had relied 
on New Zealand for supplies and New Zealand had relied on 
Britain for a market, ... There has been loyalty and continuity 
on both sides, to the benefit of each .... Over a long span of 
years, the New Zealand lamb producer had geared himself to the 
British consumer requirements. 
11 He did so in the expectation of unrestricted access to the 
British market ... 11 3 

The NZMPB response to the imposition of the meat levy drew a 

mixed reaction from various British interest groups. The National 

Farmers Union criticised the New Zealand reaction to the levy imposition 

saying that the levy was to be welcomed as a means of reducing food 

imports and bolstering British agriculture. However, the Federation of 

Meat Traders Association took the opposite view, saying that; 

1The Press, 22 September, 1970. 

2Ibid. 

3Ibid. 
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It is a Ministerial pipedream incapable of realization that the 
home producer will ever come anywhere near to meeting the meat 
requirements of this country, ... we shall view with alarm and 
disgust any move to sell New Zealand down the river.l 

On such an issue, support for New Zealand interests were clearly mixed, 

one dictated by the British farmer who saw many benefits in EC member

ship; the other influenced by commercial trading concerns. However, 

despite the levy imposition on New Zealand lamb imports to the United 

Kingdom, the future market presence for New Zealand lamb was never much 

in jeopardy. The United Kingdom was the major world market for export 

lamb and New Zealand was the main supplier of that market. Since the 

EC was less than self sufficient in sheepmeat production (the EC has 

never been more than two thirds self-sufficient in this product), there 

existed no threat from EC suppliers in squeezing out New Zealand lamb 

supplies from the British market. 

The NZDB became vitally involved in pressing the case for New 

Zealand on British and EC officials. In the early months of 1971, the 

NZDB became embroiled in an issue over the suggestion of political 

pressures being applied to New Zealand in regard to the price of butter 

in Britain. What were described as abnormal shortages of butter had 

seen suppliers, other than the NZDB, raise the price of butter to take 

advantage of the market situation. Speculation as to why the New 

Zealand butter remained low in comparison to other brands suggested that; 

... political pressure was keeping the price down. It was suggested 
that the British government, wishing to keep food prices generally 
down was using the Common Market as a lever - in effect offering 
maximum effort on New Zealand 1 s behalf in exchange for stable 
butter prices.2 

It was otherwise suggested that pressure was coming from the New Zealand 

government for the same ends, namely favourable treatment by the 

British government in their EC negotiations. 

1The Press, 4 November, 1970. 

2The Press, 2 March, 1971. 
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The chairman of the dairy section of the Waikato Federated 

Farmers was reported as saying that; 

11 The decision to hold the price of New Zealand butter at its 
present level was very political, 11 and that, 11 anyone who 1 
suggested that the price decision was not political was naive. 11 

The chairman of the NZDB responded to this by saying that while 

political factors had persuaded the board to hold its prices in London, 

there had not been any such direction from the New Zealand government 

to do so. 2 In a Government response, the Minister of Overseas Trade 

claimed that no discussion between the Dairy Board and the Government 

had been held lately and that; 

"The price was a matter for the Dairy Board to decide. 113 

It is, therefore, interesting to note that the NZDB did in fact 

raise the price of its butter, from 330 shillings per ton to 350 

shillings per ton, following the spread of speculation over the 

political nature of its initial reluctance to do so. One report put 

it thus; 

Informed sources here say that Whitehall has made it quite clear 
that it considers New Zealand is protected by a quota system in 
the British market and in return must forego cashing in on 
1 abnormal 1 shortages such as the one at present, which has in 
part, been caused by our failure to meet extra demand. 
This attitude is thought to extend to the highest level of 
Government and it is believed that warnings have been issued 
that any excessive increases could prejudice the British 
presentation of the New Zealand case to the EEC. 
Second, there is the danger that if the price of New Zealand 
butter is raised by too great a margin, the sympathy of the 
British public and parliamentarians will be lost.4 

It is very difficult, if not impossible, to know for sure the 

degree to which the NZDB 1 s decision to raise the price of its butter 

affected the presentation of New Zealand 1 s case. Writing 1after the 

event•, it is quite possible to say that New Zealand suffered no adverse 

1Ibid. 

2Ibid. 

3Ibid. 

4The Press, 19 April, 1971. 
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political backlash from this action. However, this episode raises some 

very interesting observations as to the highly political nature of the 

New Zealand government's campaign in the United Kingdom at this time. 

Clearly, there was initial reluctance on the part of the NZDB to raise 

the price of butter. Given the state of the market at that time, the 

reluctance to raise prices when other suppliers were doing so, obviously 

fueled the speculation about political pressure being applied. Was the 

decision to subsequently raise butter prices by the NZDB made for 

purely commercial reasons, and in defiance of any possible political 

backlash, or was it made in order to end the speculation about political 

pressure being applied to New Zealand, possibly a more damaging effect 

than that of higher prices for New Zealand butter? What this episode 

does highlight is the inevitable intrusion of politics into what should 

normally be a simple commercial decision, and reveals the type of 

'political I campaign that the NZDB was involved in at this time. 

The degree of New Zealand's continued access to the United Kingdom 

in an enlarged EC was not finally resolved until the last moment. 

Varying accounts of the final negotiations lend an 'air of intrigue' 

to the proceedings, with a number of protracted late night sittings. 1 

The British negotiators remained in constant contact with the New Zealand 

delegation over the progress being made on 'the New Zealand question'. 

The agreement between the United Kingdom and the European Community on 

the importing of New Zealand butter and cheese into the United Kingdom 

was written into the Treaty of Accession for the United Kingdom, signed 

in Brussels in 1972. The agreement over New Zealand's special arrange

ment, commonly known as Protocol 18, set out the rules by which New 

Zealand could export butterfat to the United Kingdom. 2 

1For instance, see, M. Robson, Decision at Dawn: New Zealand and 
the EEC, {1972), London, Baynard Hillier, 122p .. 

2 For full text, see, AJHR, (1972), A30, pp. 2-3. 
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Protocol 18 gave reference only to the conditions regarding 

access for butter and cheese to the United Kingdom. The various 

levels agreed to covered a period of five years, corresponding to 

the transitional period for Britain to harmonize with EC regulations 

over agriculture and industry. 1 The levels of butterfat were degressive 

in quantity over those five years, with the provision being made for 

a further allowance for butter after the five year transition period. 

The question of the level of this butter access would be made in the 

third year of the transition period and would depend on whether 

sufficient progress had been made on an 'effective world agreement on 

dairy products' and whether New Zealand had made progress in diver

sifying its economy and exports. This latter point had the assurance 

that the EC would not engage in a commercial policy contrary to the 

pursuit of such diversity. No further allowance was made for cheese 

imports. 2 

Table l New Zealand Butter and Cheese Entitlement under Protocol 18 

Year Butter Quantity Cheese Quantity Milk 
% (tonnes) % (tonnes) Equiv. 

1973 96 165,811 90 68,850 95 
1974 92 158,902 80 60,960 90 
1975 88 151,994 60 45,720 83 
1976 84 145,085 40 30,480 77 
1977 80 138, 176 20 15,240 71 

Source: AJHR, (1971), Vol . l , A-B, p. 14; see also AJHR, (1972), A30, 

The base figures for these quantities of butter and cheese were 

those quota levels allowed to New Zealand under the United Kingdom -

New Zealand agreement on access to the British market. These figures 

were 170,000 tonnes for butter and 75,000 tonnes for cheese. 3 

1AJHR, (1971), Vol. l, A-B, p. 9. 

2Ibid., p. 12. 

3TI-• .: ,J p. , /I 

~. ' I 't • 

% 

p. 2. 
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The price for New Zealand butter and cheese during the transition 

period was set at the average price payable to New Zealand on the 

United Kingdom market in the years 1969-1972 inclusive. 1 The use of 

the milk equivalent formula allowed the possibility of tonnage 

delivery adjustments between the two products, provided the milk 

equivalent figure for each year of the transition period remained 

unaltered. This allowed for a measure of flexibility between the two 

products and was desirable in respect of any successful efforts by 

New Zealand to diversify either of these products from the British 

market. 

One important article of the Protocol 18 agreement related to an 

undertaking by the European Community to promote the conclusion of an 

international agreement on milk products as soon as possible. 2 The 

success of this was a vitally important consideration for New Zealand 

dairy producers. This undertaking by the EC was welcomed by New 

Zealand, the pursuit of that agreement having a high priority for the 

following years. All milk products were included in this proposal. 

Such products, apart from butter and cheese, were skim milk powder, 

wholemilk powder, anhydrous milkfat (AMF), and casein. It was important 

for New Zealand and the EC to be a party to some common understandings 

over the marketing of such products on the world market. Important 

new markets for milk powders were being opened up in the developing 

countries of Asia and South America. With these new markets and the 

limited and finite butterfat markets in the developed countries, the 

need for understandings on world market development in these products 

were in the interests of both New Zealand and the EC. New Zealand and 

the EC were already party to certain arrangements over the regularizing 

of trade in milk powder products. These were respectively a minimum 

price agreement for skim milk powder under the GATT code, and the OECD 

1Ibid. 

2AJHR, (1972), A30, p. 2. 
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Gentlemen's Agreement on Wholemilk Powder. 1 

Lamb, the third product in New Zealand's 'statement of claim' to 

the United Kingdom, was not covered by the Protocol 18 agreement. There 

existed no Common Market regulation regarding lamb and member countries 

were permitted to operate their own controls regarding quantities from 

third country suppliers. However, in line with EC regulations covering 

tariff duties on imports into the EC from non-member countries, there 

did exist a Common External Tariff (CET) on sheepmeat of 20 percent. 

The requirement for this tariff had been accepted by the United 

Kingdom and was to be applied progressively over the five year tran

sition period for agriculture. We have already seen that the United 

Kingdom had, effective from July, 1971, applied a levy of its own on 

lamb imports. A move that was not popular with the NZMPB, it had 

been summed up by the board chairman as; 

11 ••• the first time the British have put a tax on the New 
Zealand producer. 11 2 

Acceptance of the CET by the United Kingdom saw the British lamb 

levy replaced by the gradual imposition of the CET effective from 

July, 1972. 3 In this matter, it was recognised that Britain was deter

mined to use such levy arrangements to raise farmer incomes, reduce 

the taxation burden of agricultural subsidies and to fundamentally 

improve the lot of farmers in Britain, regardless of whether it joined 

the EC or not. 4 

The United Kingdom gave New Zealand strong assurances that the 

latter 1 s lamb market interests in Britain would be protected, now and 

in the future, given the high probability that the EC would introduce 

a common sheepmeat regulation at some time. 5 Such assurances did have 
' 

l AJHR, (1971), Vol. 1, A-B, p. 15. 

2The Press, 20 March, 1971. 
3 AJHR, (1971), Vol. l, A-8, p.16. 

4Juliet Lodge, (1982), op. cit., p. 202. 
5AJHR, (7971), Vol. 1, A-8, p. 16. 
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substance to them. In 1971, the EC was only 54 percent self sufficient 

in sheepmeat production with imports from third country suppliers 

making up the difference. Of these suppliers, namely New Zealand, 

Australia, Argentina, and Eastern Europe, New Zealand was by far the 

main source. During the 1974 - 1980 period New Zealand accounted for 

some 82 percent of sheepmeat imports into the EC and alone supplied 

fully one third of all EC sheepmeat requirements. 1 So despite the 

imposition of the CET on New Zealand's sheepmeat exports to the United 

Kingdom, they were in no danger of being shut out of the British market. 

The major effect of the CET on lamb was to gradually raise the costs of 

sending lamb to Britain, thereby reducing returns to New Zealand 

producers. As we shall see later, sales of New Zealand lamb on the 

British market have also been affected by rising prices, lowered con

sumption, and increased British home production of fresh lamb. 

The 1970/71 negotiating period brought a time of great change to 

the future of New Zealand's trading links with the United Kingdom. What 

is clearly true of this time is that it was a period of intense political 

activity involving the highest government officials of all parties 

concerned. In the words of one Dairy Board official, it is difficult to 

specifically pinpoint a 1 role 1 for the board at this time, apart from 

the obvious one of technical backup to the New Zealand government in the 

presentation of its case to the British government and to EC officials. 

Such advice and assistance was given to various 'target areas' both 

in the New Zealand governmental team and to British and EC officials. 

Indeed, this targeting of officials in Europe continued after the 

negotiations of 1971 had concluded. The producer board support to the 

New Zealand government was augmented by that of the Federated Farmers 

organization. Both the president and general secretary of the Federated 

1N. Blyth, The EEC Sheepmeat Regime: Arrangements and Implications, 
Discussion Paper No. 51, November, 1980, Lincoln College, Agricultural 
Economics Research Unit, p. 10. 
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Farmers spent time in London engaged in meetings with various 

politicians, farmer representatives and business people in order to 

stress the New Zealand farmers case for continued access. Specific 

target areas included the Trades Union Council, the National Farmers 

Union, the London Chamber of Commerce, the Agricultural Committee of 

the House of Commons, and the Minister of Agriculture. They also 

engaged in talks with both the NZDB and the NZMPB. 1 

Both the NZDB and the NZMPB gave general approval to the Protocol 

18 agreement in respect of New Zealand 1 s future trade access to the 

United Kingdom. Like the New Zealand Government, the public tone was 

one where the general feeling was that the best possible deal had 

been gained. After the British House of Commons vote to go into the 

EC was known, the NZMPB chairman commented that; 

11 The Meat Board would hang up its plate in Europe, ... Europe 
offers very great opportunities for the New Zealand meat 
industry so long as there are no unreasonable restrictions 
applied or high tariff barriers created. 11 2 

He then announced that the NZMPB would open an office in Europe in a 

year to eighteen months time. This office was established in Brussels 

in 1972. The NZMPB was the first producer organization from a non-EC 

country to open an office so close to the EC Commission. 3 As one 

writer has commented; 

This reflected the increased importance the NZMPB attached to 
diversifying markets in Europe (et. al.) and the Board's 
awareness that decisions affecting New Zealand's major outlet 
in Britain would emanate increasingly from Brussels .... , the 
office developed contacts with COPA and made known its opinion 
on an EC sheepmeat regulation and the CET.4 

1The Press, 29 April, 1971. 

2The Press, 29 October, 1971. 

3Juliet Lodge, (1982), op.cit., p. 204. 

4 Ibid. 
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The NZDB 1 s support for the Protocol 18 agreement was qualified 

by doubts about the dairy products pricing clause. The subsequent 

pursuit of a more equitable pricing mechanism for dairy products was 

a problem that confronted the NZDB, and the New Zealand government, 

almost immediately. As well as concerns about receiving adequate 

returns for dairy exports to the United Kingdom, the NZDB also sought 

to gain an agreement with the EC on the world dairy market. 

From what is known of their role at the time of the 1970/71 

negotiations, a number of factors emerge as to the type of behaviour 

employed by the producer boards. The long established commercial 

experience of both the NZDB and the NZMPB in Europe, plus their past 

experience with the New Zealand government in a number of bi-lateral 

and multi-lateral trade negotiations was important in setting the tone 

of the producer boards' involvement in the EC negotiations. 

The producer boards met with politicians, trade and consumer 

groups, other agricultural interest organizations, and the mass media 

in the course of New Zealand's public relations campaign in Europe. 

The producer board chairmen were utilized a great deal to press home 

to the British and the EC the importance of New Zealand's case. Often 

working in concert with Mr John Marshall, New Zeal and I s deputy Prime 

Minister and chief negotiator, they highlighted the importance of 

personalities in this type of interest group role. Like the New Zealand 

government they had no official negotiating status vis-a-vis Britain 

and the EC. To this extent, New Zealand had to employ traditional 

pluralist techniques in their campaign in Europe. The utilization of 

informal 'behind the scenes•· lobbying was particularly important. 

In the course of this public relations campaign, both the New 

Zealand government and the producer boards were careful not to become 

'politically' embroiled in the delicate issue of whether Britain should 

or should not join the EC. When it was clear that Britain was to join the 

Community, New Zealand sought to make the best of what could be achieved. 
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In the years following the Protocol 18 negotiations, the NZDB has had 

the very important task of implementing the agreement reached on access 

for butterfat. This has raised a number of problems for the board. The 

NZMPB has also faced a number of problems concerning access for sheep

meat to the EC. These are the subject of the following chapter. 
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CHAPTER VI 

THE PRODUCER BOARffiAND THE NEGOTIATING PROCESS - Part Two 

The Pursuit of Higher Prices and an Equitable Price Mechanism 

Despite the publicly expressed sentiment by the New Zealand govern

ment and the NZDB that New Zealand had achieved the best deal possible 

under the Protocol 18 agreement, a number of reservations were held in 

regard to the future of New Zealand's butterfat market in the United 

Kingdom. This centred on two main areas; the degressive quantity allo

cations for butter and cheese and the price mechanism for these products. 

The NZDB had to sell its yearly quantity allocations on the British 

market while trying to achieve an ever wider diversification of butterfat 

to other markets. The consequences of the Protocol 18 price mechanism 

raised the serious problem of getting an adequate and fair remuneration 

for their quantities. This subsequently had a serious effect on the 

level of annual sales in the United Kingdom, the levels of butterfat 

stocks held in Britain and had a marked effect on New Zealand's search 

for alternative markets. 

Under normal EC trade rules, imports of dairy products from third 

country suppliers were covered by the EC Common Dairy Regulations. 

Prices for products such as butter and cheese were governed by a 

threshold price, which was in effect a minimum price at which third 

country imports could be sold in the Community. The maintenance of this 

threshold price was ensured by the application of variable levies on 

imports from outside the Community. This variable levy was the difference 

between the threshold price and the world reference price, set at the 

community border. Butter was also covered by an intervention price, a 

guaranteed 'buy in' price whereby the EC bought and stockpiled butter 
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from an oversupplied market. In normal circumstances, the levy system 

ensured that cheap third country imports did not disadvantage EC 

produced stocks on the local market. 

The agreement between the United Kingdom and the EC over New 

Zealand's butterfat access to Britain, involved a derogation from these 

rules and was intended to cover the transitional five year period, while 

the United Kingdom harmonised its agricultural markets with the rest of 

the EC. The basis of the New Zealand price arrangement was that New 

Zealand would be given a guaranteed price for butter and cheese based on 

the average prices realised on the United Kingdom market in the years 

1969 - 1972 inclusive. In regard to this, New Zealand was to observe a 

certain c.i.f. price for butter and cheese on the United Kingdom market. 

A special levy lower than that normally applicable under the Common 

Dairy Regulations would be applied to make up the difference between the 

guaranteed price to New Zealand and the market price on the British 

market. 1 

The special levy, and hence the price of the New Zealand products 
will be such as to allow 'the effective marketing' of the 
quantities for which quantitative guarantees are fixed without 
disrupting the market for EEC products.2 

While the advantage of the agreement to New Zealand was that the NZDB 

had a guaranteed market for set quantities of butterfat at a set price, 

the realities of a rapidly changing market for dairy products raised 

potential problems in the pricing mechanism. Almost as soon as the 

Protocol 18 negotiations were concluded, moves were set afoot to seek 

fundamental changes to the interpretation of this price mechanism. 

Butterfat price averages over 1969 and 1970 had been relatively low, 

reflecting market trends during that tiffie. In 1969 butter and cheese 

price averages were /..300 and l.236 respectively. In 1970, they had 

risen to£ 310 and~ 257 respectively. Little movement over prices had 

1Appendix to the Journals of the House of Representatives (AJHR), 
(1971), Vol. l, A-B, p.14. 

2Ibid., pp.14-15. 
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occurred and price averages reflected this. However, in 1971, prices 

rose markedly. Butter rose to£ 460 and cheese to£ 3161. The NZDB 

expected prices to rise even further. It has already been noted that 

the effect of price changes on the British butterfat market saw pressure 

put on the NZDB not to take advantage of what was then seen as short 

term advantageous trading conditions. By the completion of the Protocol 

18 negotiations, these market trends were regarded as more long term. 

It was the contention of the New Zealand government and the NZDB 

that the effect of the four year average price for butter and cheese, 

made up of the low average years of 1969 and 1970 plus the higher average 

years of 1971 and that anticipated for 1972 would not reflect a true 

representation of the fair market price. It was feared by the NZDB that 

as prices rose on the British market after the latter 1 s entry into the 

EC, the effective low price New Zealand received for its butterfat would 

make it uneconomic to sell its allocated quantities. 

Both the NZDB and the New Zealand government made strenuous efforts 

through late 1971 and 1972 to improve the interpretations of the price 

mechanism in New Zealand 1 s favour. To this end the New Zealand govern

ment made numerous representations to the British government and the EC 

Commission. In their turn, the NZDB also made submissions to various 

British and EC officials. These included the British Minister of 

Agriculture, and Britain 1 s chief EC negotiator, Mr Geoffrey Rippon. 1 In 

meeting with Dr Sicco Mansholt, the EC Minister of Agriculture, the NZDB 

represented by the board chairman, Mr Onion, and the managing director, 

Mr Murphy, put forward submissions based on the theme that New Zealand 

should riot have to accept prices for its dairy produce substantially 

lower than that obtainable in competitive trading, and that since the 

current EC shortages were more long term than originally thought, New 

Zealand should be paid a more equitable price. 2 It was suggested that 

1The Press, 10 November 1971. 

2The Press, 9 November 19710 
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the EC Commission might regard the Protocol 18 price formula as a 

guarantee price benchmark and allow more flexibility in the levy 

arrangement. 1 

While such meetings produced conciliatory expressions of under

standing from the EC, there still existed the view within the community 

that New Zealand should be prepared to accept low prices for the 

security of an agreement on guaranteed quantities. 2 Despite such 

endevours by the New Zealand government and the NZDB, the pricing arrange

ments as agreed under Protocol 18 remained unchanged. Through 1972, as 

New Zealand prepared for the Protocol 18 agreement to take effect, New 

Zealand officials pursued the problem over adequate price arrangements. 

The NZDB 1 s unease was summed up by the board chairman, Mr Onion, thus: 

... New Zealand could not afford to wait until February, when 
Britain's levies would be applied to butter and cheese, to find 
out the real meaning of certain clauses in the Luxembourg 
agreement ... The quantitative aspects of the Luxembourg 
agreement would be acceptable if the pricing provisions were 
satisfactory, which they are not, and if New Zealand could be 
certain of continued protection against dumping .... No 
provision has yet been made to take account of the inflation of 
costs that have occurred since the aareement was written or of 
the inflation we must face in the six years ahead.3 

Following further high level discussions between the NZDB and the 

- Cabinet Economic Committee in June, 1972, the NZDB gained government 

assurances that a senior Minister would go to London and Europe to 

pursue this concern. The NZDB also sent Mr Onion and Mr Murphy to press 

the New Zealand case in this regard. 4 

1Ibid. 

2Ibid. 

3Quoted in a statement by Mr W. Rowling in the House of 
Representatives on 5 July, 1972, in New Zealand Parliamentary Debates, 
Vol 378, 3rd Session, 36th Parliament, p.753. 

4The Press, 30 June 1972. 
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Through 1973, New Zealand's efforts to improve its return on dairy 

products to the United Kingdom continued unabated. With Britain now a 

member of the EC, the full effect of the price arrangements began to 

take effect. British devaluation of the pound sterling had reduced New 

Zealand's return for butterfat on the British market. New Zealand sought 

and eventually received some recompense through the application of 

Monetary Compensatory Amounts (MCA's). Originally provided as an adjust

ment device to compensate for EC wide currency value changes, they 

provided a subsidy on levies paid on trade with Britain. Through the 

application of MCA's, New Zealand received compensation for levies paid 

on butter and cheese through 1973. 1 Although MCA's improved sterling 

returns by 8.8 percent for butter and 17.l percent for cheese, a sub

sequent revaluation of the New Zealand dollar meant that return for 

butter and cheese in New Zealand dollars decreased by 17 percent and 

11.1 percent respectively. 2 The NZDB took advantage of anticipated rises 

in MCA's to increase the level of bonded stocks of butter and cheese in 

the United Kingdom. 

Despite the slight relief of such devices, the Protocol 18 price 

mechanism continued to work against the New Zealand dairy producer. The 

effect was such that through 1973 - 1976, the NZDB did not sell its full 

entitlement on the British market. These shortfalls in butterfat 

deliveries occurred for a number of reasons, not the least being the 

opening of more lucrative, if temporary markets elsewhere. 

1Juliet Lodge, The European Community and New Zealand, (1982) 
London, Frances Pinter, pp.68-71. 

2Ministry of Foreign Affairs, New 2ealand Foreign Affairs Review, 
Vol. 24, No 7, July 1974, p.6. 
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Table 1 Shortfalls in deliveries of butterfat to United Kingdom 
under Protocol 18 allocations (tonnes) 

Butter 1973 1974 1975 1976 1977 
- Entitlement 165 ,811 158,902 151,994 145,085 138, 176 
- Actual deliveries 131,310 117,358 119,816 121,947 137,756 

- Delivery Shortfall 34,501 41,544 32,178 23,138 420 

Cheese 

- Entitlement 68,580 60,960 45,720 30,480 15,240 

- Actual deliveries 46,145 17,509 30,052 30,452 15,138 

- Delivery Shortfall 22,435 43,451 15,668 28 102 

Source: New Zealand Planning Council, New Zealand and the European 
Community, 1978, Wellington, New Zealand Planning Council, p. 19. 

The main reasons for the significant shortfalls to the United Kingdom 

over these years were the opening of the North American market for 

butterfat, plus success at diversifying butterfat to the Japanese market.1 

The North American market offered very good returns to the NZDB and 

although it proved somewhat temporary, it was considered too attractive 

to not take advantage of. 

Table 2 Butter and cheese deliveries to North America and Japan 
- June trading year - (tonnes) 

1971/72 1972/73 1973/74 1974/75 1975/76 
Butter 

- United States 186 805 9,720 184 181 

- Canada 3 8,528 8,512 10,007 

- Japan l ,459 7,978 12,900 l ,240 3,622 
Cheese (natural) 

- United States 5,989 12,562 29,072 4, l 01 12,598 

- Canada 
- Japan 8,341 9,239 11 , 567 16,842 18,447 

Source: NZDB Annual Report and Statement of Accounts, May 1976, p.43. 

1Ibid. p.7. 
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The reasons why the North American market and the Japanese market 

were concentrated on, to the apparent detriment of the Protocol 18 

allocations for the United Kingdom were mostly commercial. The NZDB 

obtained a very good price for these tonnages, higher than that being 

gained on the United Kingdom market. An important factor was the require

ment under Protocol 18 that New Zealand seek market diversification for 

butterfat where possible. The New Zealand authorities kept the EC 

informed of these market developments. Under the terms of the Protocol 

18 agreement the NZDB could hardly be condemned for taking advantage of 

such markets. We see that; 

... the success of this diversification was due partly to the 
fact that the prices obtained on these markets were particularly 
attractive compared with those received on the United Kingdom 
market. As for the Community, it has been able to follow the 
development of these products on the world market by an exchange 
of information with New Zealand.1 

The main criticism levelled at the NZDB in regard to the shortfalls in 

deliveries to the United Kingdom was that this jeopardised future access 

levels to the EC. Such access to other markets suggested that New 

Zealand did not need its full allocations as allowed under the Protocol 

18 agreement. NZDB opinion would have it that the shortfalls did not 

substantially affect future levels of butter allocations. The fact that 

butter allocations were degressive in nature, plus the decisions to 

trade quantity reductions for price increases on butterfat, suggests 

that New Zealand did not lose anything by its decision to hold back on 

its full market entitlements. 

There certainly existed some misgivings among senior political 

figures in New Zealand as to the merits of the NZDB's action. Sir John 

Marshall thought the move ill-advised. His main fears were that the 

United Kingdom remained the only secure market for New Zealand butterfat 

and that nothing should have been done to jeopardise future access to 

that market. 2 In what one senior government official has described as a 

1Ministry of Foreign Affairs, New Zealand Foreign Affairs Review, 
Vol 24, No 7, July, 1974, p.7. 

2The Press, 6 July 1976. 
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double-headed disadvantage, the NZDB, in pursuing the North American 

market, faced the accusation of not needing its full allocation to the 

EC. Yet if it had not taken advantage of new market openings, however 

temporary, this may have been taken by the EC as going against certain 

understandings set out in the Protocol 18 agreement. However, it does 

highlight the fact that the NZDB has had total control over its pricing 

and marketing of its dairy products, and that it exists first and fore

most as a commercial trader and will act according to its best 

economic interests. 

New Zealand was successful in getting a price increase of 18 

percent in 1974, effective 1 January 1975. A further 18 percent, effective 

1 January 1976 was gained in 1975. This latter price increase was 

coupled with an agreement by New Zealand to reduce its volume of butter 

exports to the EC by 25,000 tonnes. Such a proposal was considered by the 

NZDB as being not 'unduly problematic' .1 The NZDB had indicated that its 

proposed deliveries to the United Kingdom during 1975 would be less than 

its full entitlement and would be very close to that exported in 1974. 2 

The advantages of this deal were that the NZDB gained a second price 

increase of 18 percent (although it had sought a figure in the order of 

30 percent), when it was unsure of its ability to actually dispose of 

its full entitlement. It eased off the problem of carrying over massive 

stock levels from one year to the other. A better price for butter was in 

the NZDB's better interests for future years. The price/quantity trade

off set an important precedent too. 

The pledge to reduce the butter allocation by 25,000 tonnes was a 

highly sensitive issue to the New Zealand government and the NZDB. The 

decision to undertake this reduction was not immediately made public. 

Given the public clamour about New Zealand requiring maximum access to 

the United Kingdom, the 25,000 tonne figure was a significant amount to 

1Juliet Lodge, op.cit., p.81. 

2 Ibid. 
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hold back. As a final decision for the highest political authorities, 

both in New Zealand and the EC, the agreement was described by the NZDB 

as 'political'. It was one, however, that they agreed with. The highest 

priority in the negotiations was better prices for New Zealand dairy 

products. 1 

A further price increase of 10 percent was achieved in 1977, 

effective from October of that year. However, the major change in the 

price mechanism came in 1975 when the EC Commission introduced a variable 

import levy to replace the levy system as set out under the Protocol 18 

agreement. The nett effect of the variable levy system was that the EC 

Commission could change the market price available to the NZDB at whim. 

This system offered the EC greater day to day control over prices. For 

the NZDB, the variable levy system affected the degree of market planning 

possible. Under a fixed levy system, future prices could be anticipated 

and market planning could proceed accordingly. This was seriously affected 

by the variable levy system and the NZDB and the New Zealand government 

sought changes to this system. In the outcome of this problem, we see 

the NZDB as a commercial trader, seek a commercial solution to correcting 

its trade instability with the EC. The variable import levy system was 

changed in 1980 to a fixed levybasedonthe EC intervention price. This 

change was made as part of another deal between New Zealand and the EC 

over prkes and quantity allocations. New Zealand agreed to a drop in 

thefr butter allocation from 115,000 tonnes to 95,000 tonnes in 1980 in 

exchange for a price based on a fixed levy system taken on 75 percent 

of the EC intervention price (an increase from 50 percent of the inter

vention price) . 

With the price for New Zealand butter now at a fixed level of 75 

percent of the intervention price, the NZDB was effectively paying the 

25 percent levy on all butter sales to the United Kingdom. The main 

advantage was that the NZDB could now sell its butter stocks at whatever 

1The Press, 15 December 1975. 
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the market price was in the United Kingdom. Under the variable levy 

system (from 1975 - 1980) the selling of New Zealand butter was hindered 

at times by the fact that the variable levy set a minimum import price. 

If the market price in the United Kingdom was less than this minimum 

import price, then the NZDB could not sell its butter without making a 

loss on such sales. This meant a severe market stranglehold in New Zealand 

butter. At times New Zealand could not sell its full entitlements due to 

this very problem. 

The NZDB had serious problems in disposing of its annual quota of 

120,000 tonnes in 1979. Due to high EC levies, by June only 37,000 tonnes 

of the quota allocation had been sold. The half way point (60,000 tonnes) 

was only reached after nine months. 1 However a reduction in EC levies 

thereby reducing the costs to the NZDB of selling their butter saw New 

Zealand butter selling at up to 5p per packet cheaper than its nearest 

EC competitor. A last quarter rush on sales increased total sales on New 

Zealand's butter allocation although the NZDB was initially reluctant to 

release sales figures . 

... the board is thought to be reluctant to rock the boat by 
releasing figures that could remind Community officials of the 
extent to which Anchor again dominates the British market. 2 

The New Zealand Dairy Board and the New Zealand government worked 

hard to convince the EC authorities that the fixed levy system was a good 

one. This system removed from the EC Commission the advantages of day to 

day control over the levies but it brought a much greater market stability. 

Part of the reason for the EC finally opting for this system was that 

severe admi. ntstrative di ffi. culti.es and prob 1 ems with stock 1 evel s afflicted 

the EC dairy market under the variable levy system. These were exacerbated 

by the fact that there existed a great number of independent dairy traders 

within the EC. National concerns over prices and stocks pervaded the EC 

Commission's day to day control of the market intervention price. This 

New 

1The Press, 9 January 1980, 

2rbtd, see also Juliet Lodge, 'New Zealand and the EEC in 1980', in 
ZeaTand International Review, Vol VI, No. 2, March/April, 1981, p.2. 
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could be contrasted with the NZDB which existed as the sole export 

trader of New Zealand's dairy produce. While advantageous in terms of 

total marketing control, its trading operations in the EC were restricted 

due to the main reason that the EC price mechanism which dictated what 

New Zealand was paid for its butterfat, was based on a theoretical price, 

not a market price. 

Part of the NZDB 1 s ongoing campaign in Europe was to try and convince 

the EC of the inherent problems existing within its price structures. 

However, it must be said that the successes on the part of the NZDB and 

the New Zealand government in getting price increases have been largely 

due to its willingness to accept cuts in its quantity allocations to the 

EC. In this respect, the obtaining of better prices has been paramount. 

The reduced allocations in New Zealand's entitlements over butter 

access to the United Kingdom has been accompanied by a programme of 

market and product diversification away from the butterfat market in the 

United Kingdom. The Protocol 18 agreement called for New Zealand to 

diversify its markets, yet also gave an undertaking from the EC that the 

latter would not seek to frustrate New Zealand's efforts in this regard. 

These undertakings by both parties, coupled with the joint aim to seek 

some common agreement in world dairy trade has seen much interaction 

between the NZDB and the EC authorities. The roots of this cooperation 

between the NZDB and the EC, discussed in the previous chapter, were 

laid prior to the United Kingdom joining the EC. In this cooperative 

arrangement over market and product diversification one sees an inter

action that has been quite different to that of pursuing further butter 

access enti. tl ements for New Zea 1 and. 



New Zealand - EC Consultations over world dairy trade, the NZDB 1s 

product and market diversification and the proposed international 

agreement on milk products 

(a) New Zealand - EC Consultation Process 
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An important part of the Protocol 18 agreement dealt with the need 

for EC - New Zealand consultations over a proposed international agree

ment on milk products and the efforts of New Zealand to diversify its 

dairy industry to new markets. The key points of the consultative were 

set out in Articles 4 and 5 of the Protocol 18 agreement. 1 

Article 4 
The Community shall continue its efforts to promote the conclusion 
of an international agreement on milk products so that, as soon as 
possible, conditions on the world market may be improved. 

Article 5 
l. The Council shall, during 1975, review the situation as regards 
butter in the light of prevailing conditions and supply and demand 
developments in the major producing and consuming countries of the 
world, particularly in the Community and New Zealand. During the 
review, among the considerations to be taken into account shall 
be the following: 

(a) progress towards an effective world agreement on milk products, 
to which the Community and other important producers and 
consuming countries would be parties; 

(b) the extent of New Zealand 1 s progress towards diversification of 
of its economy and exports, it being understood that the 
Community will strive to pursue a commercial policy which 
does not run counter to this progress. 

The outcome of this consultative process has been one of mixed 

successes. It reveals an important interaction between private non-govern

mental trading organizations and the supranational governmental organiz

ation of the European Community. Its importance lies in the fact that 

together, New Zealand and the EC hold the major interest in world dairy 

trade and that ;-ts agenda has embraced all major dairy products on the 

world market such as butter, cheese, skim milk and wholemilk powders, 

anhydrous milkfat (AMF) and casein. The United States, as a major trader 

in dairy products, has also been involved. In all this one sees the 

political sensitivity of world dairy trade, the costs of excessive 

1AJHR, (1972), A-30, p.3. 
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governmental intervention in world dairy trade and the interaction of 

national interests with that of federal political structures. It high

lights the fundamental differences between the dairy industry of New 

Zealand, organised on a basis of national monopoly control in a unitary 

state, and that of the EC, operating through a number of independent 

trading concerns with the added intrusion of national interests in the 

market place. 

The consultative apparatus between New Zealand and the EC has its 

roots in the efforts of New Zealand, the EC, and other dairy producing 

nations to establish price agreements under the GATT code for major dairy 

products. We have already examined the skim milk powder agreement reached 

in the late 1960 1 s and the links established between the NZDB and the EC 

at that time. The agreement to consult is a bi-lateral relationship 

between the EC and New Zealand but is historically linked to the multi

lateral GATT trade relationship. 

Following the settlement of the Protocol 18 agreement, moves were 

made to get this consultative process under way on a more regular basis. 

This was done even while New Zealand fought for a more generous inter

pretation of the Protocol 18 price mechanism. In October 1972 an informal 

agreement was reached between New Zealand and the EC on the basis of 

exchange of commercial information on the marketing of dairy produce. 1 A 

working party from New Zealand consisting of Dairy Board officials, 

government representatives and the New Zealand mission in Brussels met 

with EC Commission representatives. Topics covered included the extent 

of commercial information to be made available,such as advance warnings 

on respective commercial intentions in various dairy markets. Also 

discussed was the precise role of the NZDB in such arrangements. As the 

sole controlling authority for New Zealand's export dairy produce, it 

was important to establish the relationship between the NZDB and the EC 

Commission. What we do see is that the NZDB has become a form of 1 co-equal 1 

1The Press, 2 October 1972. 
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with the EC Commission in the process of consultation and commercial 

cooperation, revealing a remarkable relationship between a private 

producer organization and a supranational governmental body. 

In the six years from 1972 to 1978, such meetings were irregular, 

the timing largely dictated by a particular pressing need to consult. 

Since 1978, they have been held six monthly. Overall, they have covered 

a wide agenda; a review of the international dairy market, the existing 

and proposed marketing arrangements of each party, and have sought 

continued stability over stock levels and prices of the major dairy 

products. On the New Zealand side, the NZDB has remained the main 

contact with the EC Commission in regard to this consultative process. 

The NZDB has, however, had important government backing and input, 

especially at the regular meetings. Since 1978 there has existed a 

telephone 'hotline' between the NZDB and the EC Commission. The main 

reason for this is that developments can occur suddenly in regard to 

market access, prices and product disposal. With the increased instabilify 

over massive stockpiles of main dairy product groups, and the accompanying 

price fluctuations of the latter half of the 1970 1 s, the need for rapid 

contact between the NZDB and the EC was recognised. In having this link 

with the EC Commission, the NZDB in its turn disseminates such infor

mation that is received to various government departments and officials, 

as the need arises. 

As set out under the Protocol 18 agreement, the basic requirements 

of the New Zealand - EC understandings were that the New Zealand dairy 

industry would seek to diversify its market dependence away from the 

United Kingdom, and that the EC would undertake not to frustrate such 

efforts. Overall, this process has been markedly successful although it 

has been threatened by the results of the EC 1 s intervention in their own 

dairy industry. Their price support system has realised massive increases 

in stock levels, with a marked decline in world prices. The effect of 

the EC''s intervention in its dairy industry was highlighted in the 
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1975/76 season when world dairy prices collapsed for skim milk powder 

During 1975, EC intervention stocks of skim milk powder climbed from 

400,000 tonnes to 1.2 million tonnes. The existence of these stock levels 

affected sales on the world market as buyers waited for an anticipated 

drop in the price of skim milk powder. This affected the sales of other 

producer/exporter nations such as New Zealand, Australia and Canada. By 

the end of 1975, total world stocks of skim milk powder were at 2 million 

tonnes, an amount that was more than l million tonnes above normal stock 

levels. 1 Considering that the international market, excluding animal 

feeds, was some 600,000 per annum, a major problem of oversupply 

existed. 2 

The NZDB threatened to break the longstanding 1 gentlemens 1 agree

ment with the EC that had sought control measures by not undercutting 

each other's prices. With NZDB stock levels at 300,000 tonnes, it was 

reported that the NZDB was prepared to drop its prices and to offer 

cheap powder stocks in the hope of forcing the EC to accept the need for 

an international agreement governing the world market. 3 By May of 1976 

the price of skim milk powder dropped to the GATT minimum price of US$350 

a tonne, a price quite unacceptable for that time. 4 

In mid 1976, the EC instituted a scheme whereby some 400,000 tonnes 

of skim milk powder was incorporated into animal feeds. The NZDB also 

disposed of significant quantities of old skim milk powder stocks into 

animal stockfeed. By January 1977, the international price rose above 

that of the GATT minimum, but was slow to recover because of EC 

reluctance to reduce its export subsidies on such products. 5 

1New Zealand Dairy Board, Annual Report and Statement of Accounts, 
May , l 9 7 6 , p . 4 . 

2Ibid 

3New Zealand Herald, 6 February 1976. 

4New Zealand Dairy Board, Annual Report and Statement of Accounts, 
May 1976, p.4; see also New Zealand Planning Council, New Zealand and the 
European Community, (1978), Wellington, New Zealand Planning Council, p.14. 

5New Zealand Dairy Board, Annual Report and Statement of Accounts, 
May 1977, p.8. 
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The 1975 renegotiation of the United Kingdom 1 s Treaty of Accession 

to the EC and the subsequent 1 Dublic Declaration 1 on the continuation of 

New Zealand 1 s access to the EC, as well as establishing access for 

butter in the post 1977 period, and the possibility of some cheese access, 

reaffirmed the need for cooperation between the EC and New Zealand, with 

the wish that, 

an ever closer cooperation be developed between the Institution 
of the Community and the New Zealand Authorities.l 

From 1976, the EC and the NZDB worked closely to reduce the high 

stock levels of skim milk powder, to stabilise prices in other dairy 

product groups, and aimed at a common need to reduce EC export price 

subsidies. This renewed cooperation, 

... permitted a coordinated approach towards export pr1c1ng and 

... resulted in the application and acceptance of more realistic 
prices on the international dairy market.2 

This level of cooperation was reflected in the success of the GATT 

Multilateral Trade Negotiations (MTN) Dairy Sub-group negotiations, 

that concluded a comprehensive international dairy agreement in 1979. 

This saw minimum export prices for skim milk powder, anhydrous milk fat 

(AMF) and whole milk powder increased. It also established new minimum 

prices for butter and cheese as some measure of protection against price 

fluctuations caused by disposal of surpluses. 

Table 3 GATT Minimum Price Levels 

- end of 1978 US$ 
600 
350 
680 

- Whole milk powder 
- Skim milk powder 
- Anhydrous milkfat (AMF) 

GATT (MTN) Dairy sub-group negotiations 1979 
- new minimum prices - 1979 US$ 

- Whole milk powder 725 
- Skim milk powder 425 
- Buttermilk powder 425 
- Anhydrous milk fat 1100 
- Butter 925 
- Cheese (certain types) 800 

Source: New Zealand Official Yearbook (84th ed), 1979. p.502. 

1New Zealand Dairy Board, Annual Report and Statement of Accounts, 
May 1975, p.6. 
May i§~CT~ t:fj~nd Dairy Board, Annual Report and Statement of Accounts, 
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These GATT negotiations also realised an agreement on a new 

annual quota of cheese for New Zealand to the EC, of 9,500 tonnes. It 

also increased the cheese access quota to the United States from 7447 

tonnes to 17442 tonnes per annum. An International Dairy Products Council 

was formed, allowing for the regular consultation between the major 

dairy exporters of the world. 1 

(b) New Zealand's Market and Product Diversification 

The impetus for why the Protocol 18 agreement sought understandings 

from New Zealand to seek market and product diversification away from 

the British market and the EC 1s undertakings not to frustrate that diver

sification, lay in the fact that the United Kingdom was the major 

international market for butterfat in world dairy trade. New Zealand had 

long relied on this market for the sale of its butter and cheese exports. 

The EC, with Britain as a member of the Community sought access to this 

market for its own butterfat exports. This re-emphasised a need long 

recognised by the NZDB, namely to decrease its reliance on butterfat 

exports and to broaden its markets in world dairy trade. 

The emphasis of the NZDB 1 s diversification process has been to 

spread the concentration of export earnings away from butter and cheese. 

This has seen a greater monetary return come from such products as AMF, 

skim milk powder, whole milk powder and casein. This has also seen 

marked developments in the range of export trade destinations, especially 

in Asia, South-East Asia, Latin America, the Caribbean and the Middle 

East. However, while major successes occurred during the 1970 1 s in this 

produce and market diversification, butterfat exports remained the 

principal export earner for the NZDB. In this, the United Kingdom market 

was still very important. By 1980, New Zealand still retained access for 

115,000 tonnes of butter to the United Kingdom. In comparison, the 

1New Zealand Official Yearbook, (87th ed), (1982), Wellington, 
Department of Statistics, p.534. 
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international market outside Europe totalled some 200,000 tonnes, of 

which the majority market share was held by the EC with 110,000 tonnes, 

with New Zealand holding 40,000 tonnes, and Australia and other butter 

exporting nations, 50,000 tonnes. 1 

Here lies the basis for the cooperation and consultation process 

between the EC and New Zealand. The NZDB, in exchanging information 

regarding commercial intentions with the EC, sought to maintain stability 

in world dairy trade. It has been of the utmost importance to the NZDB 

that the EC, by far the major influence on world dairy trade, has not 

frustrated the NZDB's efforts to reduce its dependence on the British 

market while seeking new and stable market destinations elsewhere. The 

diversification process has been part and parcel of the consultative 

process with the EC. This process has been a slow one, largely dictated 

by the market conditions for butterfat exports. The urgency of this 

diversification was therefore enhanced by the conditions laid down by 

the Protocol 18 agreement. 

In 1972, for the first time, over half (54 percent) of the NZDB's 

export earnings were gained in markets outside the United Kingdom. On a 

tonnage basis, 60 percent of total dairy exports went to those markets 

outside Britain. In 1973/74, the British market was responsible for 36 

percent of total dairy export earnings. This dropped further in 1974/75 

to 32 percent. 2 In 1974/75 there was also a decrease in earnings from the 

United States market, reflecting the short term gains from that particular 

market. However, in Asia and Latin America, dairy export earnings 

increased by nearly $27 million. At this time, the NZDB's export markets 

in the less developed countries of Africa, Asia, Latin America and the 

Middle East accounted for some 40 percent of total export earnings. 3 

1New Zealand Dairy Board, Annual Re12ort and Statement of Accounts, 
May 1980, p .16. 

2 New Zealand Dairy Board, Annual Re12ort and Statement of Accounts, 
May 1975, p.6. 

3Ibid. 
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The 1975/76 season revealed the effects of recession and a marked 

decline in prices for skim milk powder and casein. New Zealand butter 

sales outside the United Kingdom were 57,000 tonnes, up from the 1974/75 

level of 25,000 tonnes. This was mainly due to the disposal of large 

stocks to Eastern European markets. The NZDB was assisted in this by a 

decline in Eastern European production levels plus increased EC butter 

exports to the United Kingdom. 

One can see from the following table the level of product and market 

diversification that has taken place from 1975 to 1981. Butter production 

remained largely static yet there has been a marked rise in the tonnage 

sold to markets outside the United Kingdom. Production of AMF and Ghee 

has increased with significant markets being built up in Latin America 

and South-East Asia. Cheese has shown a marked turnaround from the 

dependence on the United Kingdom with big markets being established in 

Japan and the United States. The NZDB exports many varieties of cheeses 

to a wide range of market destinations. The GATT negotiated allowance of 

9500 tonnes of cheese per annum to the United Kingdom allowed that market 

to be reestablished. In 1978/79, only 67 tonnes were exported to Britain. 

This increased to 4,575 tonnes in 1979/80; 6,174 tonnes in 1980/81 and 

8,845 tonnes in 1981/82. 1 

Skim milk powder exports fluctuated over the 1975 to 1980 period, 

reflecting the price and stock level upheavals of this time. Production 

levels steadily dropped, largely in response to efforts by New Zealand, 

the EC and the United States to reduce massive stockpiles and remove 

price imbalances in world dairy trade. Despite this, important markets 

were firmly established in Asia and Latin America. Whole milk powder 

saw a massive increase in production. A number of important markets now 

exist in the less developed countries, especially for use as food 

supplement. Casein underwent massive increases in production over this 

1New Zealand Dairy Board, Statement of Accounts and Statistics, 
May 1982, p.21. 



Table 4 Exports of Dairy Products from New Zealand (tonnes) - Calendar Year 

1975 1976 1977 1978 1979 1980 1981 -- --
Butter 

U.K. 121,374 111,935 138,373 126,501 727,386 96,918 94,882 
Other destinations 29,998 59,908 27, 177 25,272 48,363 60,576 73,097 

151,372 177,843 165,550 151,713 775,,749 157,494 767,979 
AMF and Ghee 

Latin America 13,929 17,575 9,037 9,728 10,489 79,275 72,250 
South & S.E. Asia 9,739 13, 07 6 15,798 10,302 22,558 29,520 23,962 
Other destinations 5, 112 5,797 4,841 5,817 4,. 185 5,707 6,623 

28,780 36,388. _ 29,670 25,841 37 232 54,502 42,835 
Cheese (natura 7 & processed) 

Japan 17,368 17,927 20,151 22,846 28,978 19,519 22,753 
U. K. 30,501 32,273 12,772 N/A N/A N/A N/A 
U.S. 11,175 13, 152 14,597 18,464 15,,351 18,067 17,761 
Other destinations 17,493 16,079 26,730 17,282 22,454 38,598 56,352 

76,477 79,431 73,650 58,592 66,783 76,184 96,866 
Skim Milk Powder 

Indonesia 4,866 12,283 16,735 18,550 25,180 30,974 25,241 
Japan 12,816 20,612 12,918 11,731 15. 124 7,605 12,653 
Malaysia 18,337 10,481 23,947 22,237 18,201 21,372 22,372 
Peru 20,674 15,827 16,004 13,986 16,624 14,531 19 ,,945 
Phi 11 i pines 12,800 19,903 31,213 27,839 36,989 36,250 25,062 
Other destinations 32,664 48,285 66,361 35,746 34,414 53,888 41,749 

l 02, 157 127,391 167,178 130,089 146,532 164,620 147,552 
Wholemilk Powder, 
Infant & Invalid Foods 

Latin America 4,462 l O, 388 25,228 11,877 9,604 20,350 12,590 
South & S.E. Asia 16, 191 21,505 30,917 44,143 39,787 39,532 33,583 
Other destinations 2,611 2,976 9,640 4,642 15 078 17,091 27,226 

23,264 34,869 65,785 60,662 64,469 76,973 73,399 
Casein & Caseinates 

EEC l ,876 7,617 12,559 5,952 7 ,851 5,439 l , 173 --' 

Japan 5,690 11 , 635 11,403 11 , 282 14,440 13,702 11,453 --' 

w 
U.S. 7,063 26,922 45,370 38,877 43,591 35,583 29,141 
Other destinations 487 2,444 4,156 7,375 6,834 7,933 5,102 

15,116 48,618 73,488 63,486 72,716 62,657 47,469 
Source:NZDB Annual Reports May 1978 and May 1982 
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period but in latter years suffered from the effect of price reduction 

and increased competition on the United States market from EC producers. 

Production has therefore decreased. 

A NZDB official has suggested that the diversification programme 

has largely gone as far as it can go. The NZDB now exports some two 

thousand different product specifications to hundreds of different 

markets. However the basis of the New Zealand dairy industry and its 

dairy export trade lies with the basic products of butterfat, milk 

powders, AMF and casein. For the NZDB, this diversification process has 

depended on two basic premises; the reduction by world dairy producing 

countries of surplus production and the subsequent dumping of these 

surpluses (through reducing commodity price support systems); and 

greater access to markets in developed countries, such as the United 

States and Japan. The market for butterfat lies in the developed 

countries. As an international trader in dairy products, especially 

butterfat, the NZDB continues to be reliant on access to these markets. 

The NZMPB and Sheepmeat Access to the EC 

In the leadup to the 1970/71 negotiations between Britain and the 

EC, New Zealand sought affirmative assurances from the British and the 

EC that New Zealand's lamb exports to the United Kingdom would be pro-

tected. In the previous chapter we saw the degree to which the NZMPB 

became involved in those negotiations. This particularly involved their 

protesting Britain's imposition of a 3d. per pound levy on lamb imports 

into the United Kingdom. However, given the absence of any common market 

regime for sheepmeats, plus the need to secure adequate access for butter 

and cheese at all costs, the New Zealand government did not pursue an 

agreement on access levels for sheepmeat. Instead New Zealand lamb was 

subjected to the gradual imposition of the EC's Common External Tariff 

(CET) of 20 percent, with no restrictions on the level of exports to 

Britain. Exports to other EC member nations were covered by each member 
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nation's own controls on lamb imports. New Zealand also gained assurances 

from Britain and the EC that when a common sheepmeat regime was pro

posed (in line with EC intentions), New Zealand would be fully 

consulted. 1 

The member nation controls on the importing and distribution of 

New Zealand lamb were as follows: 

EC Member National Controls on Lamb Imports from 3rd Countries 

Ireland: 

France: 

Denmark: 

Belguim; 
Netherlands & 
Luxembourg 

Germany: 

Italy: 

United 
Kingdom: 

complete ban on imports. 

allowed the importation of frozen lamb under periodically 
released global quotas of 1500 tonnes for all third 
country suppliers. Could be subject to 1 reversement 1 

levy that added 100 percent to frontier landed price. 
This scheme was suspended in 1979. 

had a global quota of 3000 tonnes. 

had no restrictions on imports of lamb cuts above 3kg, 
or on carcases. Retail cuts under 3kg were banned. 

import licences required but had no restrictions on 
quantity. Requirement of German vetinary inspection 
on cuts to be imported carried out in the country 
of origin. 

no restriction apart from 20 percent CET. 

no restriction apart from 20 percent CET. 

Source: NZMPB, The New Zealand Sheep Industry and Europe, (1980), 
London, New Zealand Meat Producer Board, p.38. 

Within these guidelines the NZMPB was free to market lamb in the EC. 

Indeed, as the following table shows, lamb sales to EC countries other 

than the United Kingdom steadily grew through the 1970 1 s even while 

exports to Britain declined during this time. Much of this reduction was 

due to sales to other markets, undertaken as part of the long term effort 

by New Zealand to reduce its dependence on the United Kingdom market for 

lamb sales. The greatest development was in lamb sales to the Middle 

East, particularly Iran and Iraq. The table also shows the fluctuations 

1Juliet Lodge, op.cit. p.203. 



Table 5 New Zealand Lamb ShiQments by Leading Destinations Year Ending 30 SeQtember (TONNES) 

* - calendar year 
1967*'' 1970 1973 1976 1977 1978 1979 1980 1981 1982 1983 

Belguim - Luxembourg 38 410 1241 1132 1530 2546 2401 1742 1669 1855 1696 
Denmark 74 71 257 1129 1666 1623 1365 1283 994 877 977 
France 140 127 986 850 l 082 1965 1869 178 2247 3538 3377 
Federal Republic of Germany 694 1879 6607 3741 3718 6085 7521 4682 6058 4845 5428 
Italy 655 1252 3827 2881 1370 6582 3153 3065 4074 4046 3213 
Netherlands 2534 1667 3966 2998 1972 1712 1784 1861 2285 2622 2343 
United Kingdom 271511 291483 220704 204069 210067 179925 205378 180661 151959 198321 167277 
Greece (after 1/1/81) - - - - - - - - 10149 10345 6716 

EC TOTAL 275646 296889 237588 217000 221405 200418 223462 193472 179435 226459 191027 

United States 378 l 0973 10722 12430 7531 12728 14187 11360 14993 7577 6512 
Canada 4712 2351 5231 8648 7105 9114 8597 9976 9507 7173 10037 
Greece (prior to 1/1/81) 2540 9012 24673 15127 4399 14894 14267 4664 
Iran - - - 19048 27384 27145 3668 64632 92460 561 152 122184 
Iraq - - - 12782 9051 2733 13111 11665 29718 5092 251 
Japan 751 5889 8152 10499 14305 15279 18243 12666 16199 15033 17133 
Other 3787 10160 19569 19369 20197 21223 24281 .42037 36672 33297 80375 

All destinations 287184 335274 305935 315263 311377 303504 319816 350202 378984 350783 427519 

EC percentage 95.8 88.6 77 .7 68.8 71. l 66.0 69.9 55.2 47.3 64.6 44. 7 ..... ..... 
Note - NZMPB figures - slight errors in totals due to roundings. C"I 

Source: NZMPB Annual Reports and Statement of Accounts; also NZMPB, The New Zealand Sheep Industry and Europe, (1980), London 
New Zealand Meat Producers Board, p.28. 
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that occurred in these markets in the late 1970 1 s, suggesting that 

growth in these markets was not necessarily accompanied by stability in 

long term market commitments. In 1960, the proportion of New Zealand 

lamb sold to the United Kingdom was 96 percent of total lamb exports. 

In 1970 this figure was 86 percent; 70 percent in 1975; 61 percent in 

1978; and 52% in 1980. 1 

Although, by 1980, the proportion of lamb exports to Britain had 

almost halved that reached in 1960, it was still the most important 

single destination for New Zealand lamb. The United Kingdom market was 

one where private traders bought and sold New Zealand lamb. In Chapter 

Three, it was noted that there were some 22 companies who imported 

lamb into the United Kingdom. Of these, nearly all operated in New 

Zealand as meat buyers and exporters, with 90 percent of the trade 

being dominated by ten companies. 2 The NZMPB had the functions of 

arranging shipping contracts, liasing with trading companies on the 

regulating of meat supplies and controlling market promotions. This was 

especially important in regard to the seasonal demand for frozen lamb 

which faced stiff competition from domestic supplies of freshly killed 

lamb. 

The New Zealand lamb trade to other EC countries operated under 

different rules. Whereas the United Kingdom has been a longstanding 

market for New Zealand lamb, the European continent was a more recent 

market destination for lamb from New Zealand. The previous chapter 

outlined the developments made by the NZMPB and the New Zealand govern

ment in opening up this market during the 1960 1 s. With very close liaison 

between the NZMPB and New Zealand meat exporters, these markets in the 

EC have been slowly developed by the use of a variety of different 

1N. Blyth, A Review of the World Sheepmeat Market, Vol 2, Australia 
New Zealand and Argentina, Discussion Paper No. 60, December 1981, 
Lincoln College, Agricultural Economics Research Unit, p.27. 

2 Refer Chapter Three, page no. 43. 
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retail cuts and packing methods in the presentation of lamb. Unlike 

the United Kingdom, where lamb, imported in frozen carcase form, has 

been a traditionally low priced meat, lamb in other continental 

countries has either been a 'special occasion' meat, such as France 

where it has been a high priced meat, or otherwise it has been an 

unpopular meat, in comparison to other meats. Where lamb has been 

popular on the European continent, frozen lamb has been shunned in 

favour of freshly killed lamb. 

The NZMPB worked hard to establish a base for New Zealand lamb on 

the European continent, often in cooperation with local trade and 

producer concerns. An example of this was the joint venture between the 

NZMPB and the Federation National Ovine (the French sheep producers 

association) to set up a company to regulate the importing of New 

Zealand lamb into France. 1 While this joint venture was terminated at 

the end of 1981 for commercial reasons, the NZMPB has continued to 

maintain links with French lamb producers in regard to market cooperation 

in France. There has also been a close cooperation of this kind in the 

Federal Republic of Germany and in Denmark using local companies as 

importing agents. Consequently, the development of these markets have 

made steady progress. In 1970, New Zealand sold 5406 tonnes of lamb to 

the EC. In 1975, this had increased to 12,931 tonnes. In 1979, 18,084 

tonnes of lamb was being exported to EC countries other than Britain. 2 

It remains small compared to other market destinations, for example the 

Middle East, but the commercial presence of the NZMPB in these EC 

countries has a political importance far beyond the actual value of the 

lamb sales. 

In March 1978, the EC Commission released proposals for a common 

market sheepmeat regime. The main elements in these proposals were the 

establishment of free intra-community trade in sheepmeats with a common 

1New Zealand Meat Producers Board, The New Zealand Sheep Industry 
and Europe, (1980) p.39. 

2Refer Table 5 - New Zealand lamb shipments by leading destination 
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price for sheepmeats, market support measures through the use of 

private voluntary storage aids rather than intervention buying, the 

provision of premium payments to producers in 1 high price' areas 

following falls in prices due to EC wide price harmonization; plus 

the application of variable import levies on third country suppliers 

(not exceeding the GATT ceiling of 20 percent) with no limits on 

tonnage access. It also advocated the use of a complicated import 

licensing procedure and the provision of a safeguard clause against 

third country suppliers that might be considered threatening to EC 

market suppliers. 

The NZMPB found the recognition of GATT tariff limits plus the 

absence of quantitative controls acceptable. However, it did not agree 

with the use of private storage aids, the import licensing system, the 

provision of a safeguard clause and objected to the lack of a tran

sitional period. 1 The NZMPB set out these objections in a publication 

entitled A Cause for Concern: the draft EEC Sheepmeat Regulation . 

This was translated into French, German and Italian and was widely 

distributed throughout the EC. This was accompanied by a similar 

publication entitled. A Common Sense Approach to the EEC Sheepmeat 

Market .2 

Amid these fears, one of the main threats to New Zealand lamb 

marketing was the fact that a harmonization of lamb prices in the EC 

would raise prices in traditionally low price areas, such as the United 

Kingdom. Further to thi~, the raising of prices to British sheepmeat 

producers would see a follow-on increase in British sheepmeat production, 

thereby competing even more with New Zealand frozen lamb imports. 

1New Zealand Meat Producers Board, Annual Report and Statement of 
Accounts, September, 1978, p.39. 

2New Zealand Meat Producers Board, A Cause for Concern: the Draft 
EEC Sheepmeat Regulation, (1978), London, New Zealand Meat Producers 
Board, also, 

New Zealand Meat Producers Board, A Commonsense Approach to the 
EEC Sheepmeat Market, (1978), London, New Zealand Meat Producers Board. 
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However, given that such proposals had been made, and with the high 

probability that at some time in the near future a regime would be 

introduced, the NZMPB took the view that New Zealand should try and 

seek the best deal possible. This view differed somewhat from that of 

the New Zealand government. 

The board believes that ... , New Zealand's efforts should now 
be concentrated on endeavouring to improve it or modify some 
of the provisions to ensure that our interests are protected 
if, and when, a regulation is finally debated and agreed. To 
some extent, this view differs from that of the Government, 
which considers that we should continue to oppose the intro
duction of any regulation.l 

The NZMPB chairman had earlier qualified such differences between the 

Government and the NZMPB as being, 1 ••• really only a matter of 

emphasis 1 • 2 With the sheepmeat regime proposal being in line with a 

long term plan to harmonize EC wide sheepmeat markets, it might seem 

surprising that the New Zealand government should differ from the board 

in this respect. 

According to one senior government official, the New Zealand 

Government consistently opposed the idea of a sheepmeat regime, the 

view being that the existing arrangements, namely, a self regulating 

system of member nation controls along with a 20 percent CET was quite 

satisfactory to all parties involved, given the lamb consumption 

figures, availability of supply and market stability. It was the Govern

ments view that the sheepmeat regime was just another part of an 

unworkable Common Agricultural Policy that would inevitably create 

problems for New Zealand (and the EC). These were such problems as 

increased production, higher prices and a potential for a marked reduct

ion in sheepmeat consumption. The NZMPB did have the view that because 

of the low level of self sufficiency in the community for sheepmeats 

(never more than two thirds during the 1970 1 s), and the wide difference 

1The Press, 23 June 1978, - Mr Charles Hilgendorf, chairman of the 
NZMPB setting out the board's views on the proposals for one EC 
sheepmeat regulation. 

2The Press, l May 1978. 



121 

between production and consumption trends in community member nations, 

a regime was, 'neither practicable nor necessary' .1 Despite this, the 

NZMPB felt that more could be gained by trying to influence the final 

outcome of the regime proposals rather than showing outright resistance 

to those proposals. 

In line with this policy, the NZMPB made submissions to a number 

of United Kingdom and EC statutory committees plus a number of interest 

organizations. These included: the Agricultural and Consumer Affairs 

Subcommittee of the European Communities Committee of the House of Lords; 

the House of Commons Select Committee on European Secondary Legislation; 

the Agricultural Committee of the European Parliament; the European 

Committee of Agricultural Producers (COPA); the EC Commission officials 

responsible for the sheepmeat proposals; the British Federation of Meat 

Traders; shipping representatives; Meat Importers Association; plus 

individual M.P. 1 s, consumer representatives and the press. 2 

Agreement between EC member nations on the sheepmeat regime was 

complicated during 1979 by a number of disputes involving intra-EC trade 

in sheepmeats and potatoes. France had prohibited the importing of 

British lamb at certain times of the year, the inference being that the 

United Kingdom's importing of New Zealand frozen lamb enabled Britain 

to export its cheaper lamb to France, thereby undercutting French 

producers. France had further antagonized Britain by reaching an agree

ment with Ireland to import Irish lamb into France. Britain, in its 

turn, had a ban on the importing of potatoes from other EC member states. 3 

In March 1979, the European Court of Justice ruled against Britain's 

potatoe ban thereby setti_ng a precedent for a subsequent ruling against 

France 1·s ban on sheepmeat imports from the United Kingdom. One effect of 

1The Press, 23 June 1978. 

2Ibid. 

3New Zealand Meat Producers Board, Annual Report and Statement of 
Accounts, September 1979, p.37. 
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this was to further complicate the introduction of the sheepmeat 

regime and it was seen by the New Zealand government and the NZMPB that 

such a regime would not now be introduced until mid-1980. 1 

New Zealand lamb marketing in the United Kingdom during the 1979 

season was disrupted by a number of events. Cancellation of Middle East 

markets saw 1.57 million carcases of New Zealand lamb arrive in November 

1978, more than three times higher than any November in the previous 

three years. Australia had also diverted significant quantities of lamb 

from the Middle East to the United Kingdom market. 2 A drivers strike 

held up port clearance of New Zealand lamb and disrupted deliveries from 

cold stores. In the crucial first weeks of the new season New Zealand 

lamb lost out to other meats and other suppliers. When new stocks began 

to move, they met with a backlog of old season's stock. Serious price 

fluctuation occurred and record cold store stocks were achieved. In 

April of 1979, these were 20,000 tonnes above year earlier levels. 3 

Through the year the NZMPB continued to promote the buying of lamb. 

It was calculated that over 80 percent of households in the United 

Kingdom bought lamb (in France this figure was estimated at 25 percent). 

Little more than 50 percent of lamb consumed in the United Kingdom was 

of New Zealand origin. During 1979, the lamb promotion expenditure of 

the NZMPB was fl.65 mill~on. 4 With the sheepmeat proposals unresolved, 

the NZMPB continued its public relations campaign aimed at key decision

makers in Britain and the EC. In the United Kingdom meetings were held 

with government officials, new Conservative Government ministers 

concerned with agriculture, other politicians and a number of organiz

ations concerned with agricultural trade, such as the National Farmers 

1Ibid. 

2Ibid, p.39. 

3Ibi d. 

4New Zealand Meat Producers Board, The New Zealand Sheep Industry 
and Europe, (1980), p.34. 
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Union, the Meat Traders Federation and consumer bodies. Extensive 

media coverage was used to put the case for New Zealand lamb. Similar 

target groups were approached in other EC countries, such as politicians, 

civil servants, farm groups and consumer and trade organizations. 1 

Candidates standing for the European parliamentary elections were also 

targeted with various material being sent to them explaining New 

Zealand's position on sheepmeats. A survey of British housewife opinion 

of New Zealand and her understanding of the effect of EC regulations on 

New Zealand's agricultural exports to the EC was conducted under the 

joint commission of the NZMPB, the NZDB, the Apple and Pear Board (which 

had a major stake in supplying the EC's off-season fruit market) plus 

the New Zealand High Commission. As a result of this, a number of key 

people in housewife and women's organizations were given material on 

the basis of New Zealand's position on exports to the EC. 2 

In September 1980 agreement was finally reached on a modified 

sheepmeat regime. Given the wide difference in prices, consumption and 

producer returns, in France, Ireland and United Kingdom especially, EC 

member states had the choice of opting for either of two alternatives 

for supporting producer prices. These were an intervention system or a 

variable premium system. All EC member states except Britain opted for 

the intervention system. With both systems tied to a 'basic price' and 

a 'reference price', the intervention system enabled private storage 

aids to be made available when market prices fell below 90 percent of 

the basic price fn countries with sheepmeat surpluses. A lower inter

vention price was applicable in states with no surpluses. Support prices 

were a 1 so ava i1 ab 1 e to producers in the form of a payment of I compens

atory premiums•· based on the difference between market and seasonaly 

adjusted •reference prices~. In the course rif the four year transition 

period, these reference prices would be aligned to a common level on an 

1see New Zealand Meat Producer Board, Annual Report and Statement 
of Accounts, September 1979, p.40. 

2Ibid. 
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EC wide basis. 

The variable premium system that operated in the United Kingdom 

provided for premium payments to producers, equal to the difference 

between a 'guide level' (set at 85 percent of the basic price) and the 

market price. If reference prices were above the guide level, then 

compensatory premiums were also payable. An important factor was the 

rule that if produce on which a variable premium had been paid, was 

then exported, a levy, or 'clawback tax' equal to the amount of the 

premium was payable. This had important consequences for the future 

marketing of New Zealand lamb in the United Kingdom. 1 

Discussions had been held between the EC and New Zealand on the 

terms of a Voluntary Restraints Agreement (covering third country lamb 

imports into the EC). Faced with the inevitability of a sheepmeat regime, 

the New Zealand Government worked out a final package deal with the EC 

Agriculture Commissioner on the latter's visit to New Zealand in July 1980. 

This package deal sought a reduction of the CET to 8 percent; an annual 

quota of 234,000 tonnes a year, plus 11,500 tonnes when Greece joined 

the EC in 1981; a revision of the quota at the end of the transition 

period in 1984; plus assurances on third markets and guarantees on the 

development of markets. 2 Doubts were expressed by the Agriculture 

Commissioner on the acceptance of the 8 percent level by the EC, suggesting 

that 10 percent might be more realistic. The Prime Minister, Mr Muldoon, 

said that anything above the 8 percent levy was unacceptable. Provided 

that this condition was met, 

The Government and the Meat Board were happy with all other 
aspects of the package.3 

The NZMPB had meetings with the Agriculture Commissioner and put their 

case. The NZMPB had hoped that the levy might be cut to 5 percent. 

1 New Zea-1 and Meat Producers Board, Annua 1 Report and Statement of 
Accounts, September 1980, p.37, 

2The Press, 19 July 1980. 

3Ibid. 
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However this was considered to be unrealistic so both the Government 

and the Meat Board had opted for an 8 percent levy. 

The final agreement on the Voluntary Restraints Agreement saw 

New Zealand gain access for 245,500 tonnes (including Greece), a 

reduction of the tariff to 10 percent, plus an agreement to restri'ct 

exports to 'sensitive' markets so as to avoid upsetting traditional 

trade flows until the end of the transition period in March 1984. 1 

In the year following the introduction of the sheepmeat regime, 

the main fears of the NZMPB and the New Zealand government were realised. 

There was an initial 'one off' effect on the United Kingdom market of a 

massive increase in stock being released by local producers for slaughter. 

This was to gain the benefit of the higher guaranteed price for stock 

held back by farmers. Wholesale market prices subsequently fell for 

British and New Zealand lamb. This, however, was a temporary lull in 

prices. With a fall in the number of domestic lambs available for 

slaughter, prices began to pick up. In later months, the claw back tax 

which levied British lamb exports to EC markets and other third country 

destinations had the effect of maintaining increased supplies of British 

lamb on the domestic market. The British government sought an EC 

decision to remove this clawback tax on lamb exports. It was unsuccessful 

in getting this tax removed on exports to EC countries but gained a 

relaxation in the rules for exports to other destinations. United Kingdom 

lamb exports had increased from 10.6 kilotonnes (KT) in 1970; 33.5 KT 

in 1975 to a level of 44.5 KT in 1977. However by 1980 this was down 

to 36.9 KT, and continued a downward trend in 7987. 2 

1New Zealand Meat Producers Board, Annual Report and Statement of 
Accounts, September, 1980, p.37. 

2N. Blyth, A Review of World Sheepmeat Markets, Vol. 3, The EEC (10), 
Discussion Paper No.60, December 1981, Lincoln College, Agricultural 
Economics Research Unit, p.25. 
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Since the introduction of the EC sheepmeat regime, the marketing 

of New Zealand lamb has undergone a number of upheavals. This has 

resulted in a number of fundamental changes in the method of marketing 

New Zealand lamb in the United Kingdom, culminating in the complete 

takeover of sheepmeat marketing in Britain by the NZMPB in late 1983. 

1981 saw wildly fluctuating prices for lamb on the British market. New 

Zealand lamb at one stage benefited from a shortage of domestic lamb 

supplies with prices reaching a record 7lp per lb. for New Zealand PM 

grade lamb by the end of May 1981. By the end of July New Zealand lamb 

prices had fallen to 55p per lb. (PM grade) as British farmers, being 

paid a variable premium of 84p. per Kg, released lambs to be slaughtered. 1 

In 1982, the downturn in markets in the Middle East (and elsewhere) saw 

a dramatic rise in New Zealand sheepmeat sent to the United Kingdom 

market, reaching a total delivery of 198,321 tonnes. The NZMPB received 

much criticism from British producers and meat trade concern for over

loading the British market with New Zealand frozen lamb. The nett result 

was a large increase in carryover stocks into 1983. The Meat Industry 

magazine in Britain commented on the policies of the NZMPB in 1982 thus: 

The late start to the sale of new season lamb this year [1983] 
had been the direct result of a backlog of old season lamb 
created by the board's own intervention policies in 1982.2 

There is no doubt that the NZMPB would have preferred no sheepmeat 

regime at all. Given the type of market operating in Britain, New 

Zealand's interests were best served by such a market, which could handle 

all that New Zealand could send, and which offered small but significant 

markets in other EC countries. The diversification of lamb to other 

markets was a steady and largely successful venture. However, the 

United Kingdom market always offered a buffer in case such newly 

developed markets, such as the Iran and Iraq lamb markets, proved 

unstable (as they did in 1979). In the post-sheepmeat regime era, the 

1New Zealand Meat Producers Board, Annual Report and Statement of 
Accounts, September 1981, pp.38-39. 

2rhe Press, 31 March 1983. 
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increased production of domestic lamb supplies in the United Kingdom, 

increased prices and noticeable downward changes in consumption figures 

in the United Kingdom, has made lamb marketing in Britain a lot more 

difficult. 1 It now exists as a less secure market for New Zealand lamb, 

thereby making other market destinations such as the Middle East more 

important in regard to long term market security. The intrusion of the 

NZMPB into lamb marketing control in the United Kingdom is a reflection 

of the increased instability that has befallen this market. In this 

respect, the action of the NZMPB was put down to the need to protect 

producer interests in New Zealand. The NZMPB is in no doubt as to whom 

it serves. Its intervention in the British lamb market recognised the 

fact that the return to the New Zealand farmer must be protected, and 

regardless of the 1 philosophical 1 problems of taking over the interests 

of the private meat trade, the NZMPB has always had the authority to do 

so. 

Post 1980 Butter Access 

The New Zealand Government acted early in 1980 to secure agreement 

on the access for butter to the EC after 1980. The deputy Prime Minister, 

Mr Talboys, went to the EC in February for talks with the EC Commission 

President, the Agriculture Commissioner and key British Ministers. He 

stressed the need for an early decision on the post 1980 butter quota, 

this being important to the NZDB, which after the commercial problems 

on the British market during 1979, faced a number of uncertainties. 2 

New Zealand butter faced commercial pressure from other EC 

produced supplies, particularly those of French, Danish and Irish origin, 

and during 1979 had been seriously disadvantaged through the EC price 

1see N. Blyth, The EEC Sheepmeat Regime: One Year On, Discussion 
Paper No. 59, November, 1981, Lincoln College, Agricultural Economics 
Research Unit, pp. 7 - 16. 

2Juliet Lodge, 'New Zealand and the EEC in 1980 1 , New Zealand 
International Review, Vol VI, No. 2, March/April, p.2. 
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system by which New Zealand was paid. To gain some idea of this, in 

1980, New Zealand butter sold in the United Kingdom at almost double 

the price that New Zealand received for its butter. New Zealand received 

approximately.t912 per tonne whereas the EC intervention price was £1,762 

per tonne. The difference, in the form of a levy, was paid to the EC. 1 

The butter allocation for New Zealand in 1980 was 115,000 tonnes. 

The EC was very anxious that this be reduced. Large surpluses of butter 

were becoming a problem, and given the high cost of buying in these 

stocks, the EC was seen to reduce them, hopefully by reducing New 

Zealand's market share in the EC. It was noted in the first section of 

this chapter that in exchange for a rise in price from 50 percent to 75 

percent of the EC intervention price, New Zealand agreed to cut its 1980 

quota by 20,000 tonnes. The NZDB had issued strong statements in 1979 to 

the effect that 

... Any agreement to decrease our quotas this year [1979] and 
next year would undermine our position for after 1980. We would 
not be do~ng our job unless we fought any such proposal tooth 
and nail. 

However, by 1980 it was realised that given the existence of large EC 

butter stocks, an unsatisfactory price agreement between New Zealand and 

the EC, increasing commercial and political pressure from EC producers 

and a falling butter consumption in the United Kingdom (which had 

decreased by some 95,000 tonnes in the previous decade), the NZDB would 

be better off, in a commercial sense, in opting for the price rise ,1• 1 

adjustment in exchange for a cut in quotas. Board personnel have said 

that it was important, at that time, that the New Zealand dairy industry 

obtain a better price deal for its butter deliveries to Europe. In 

regard to future marketing plans, the change from the disadvantageous 

variable levy system to one based on a fixed levy system tied to EC 

intervention prices, meant better trading prospects for the NZDB in Europe. 

1Ibid, p.3 

2The Press, 18 January 1979. 
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This cut in the New Zealand butter allocation was in line with 

earlier released EC Commission proposals for long term access arrange

ments for New Zealand. In June 1980 the EC Commission had released a 

proposal giving New Zealand a 30 percent price rise in exchange for a 

gradual reduction of its butter exports to Britain to 90,000 tonnes by 

1984. 1 This proposal implied open-ended access after 1984. This, however, 

was totally unacceptable to a number of EC dairy producer nations, 

specifically France, Ireland and Denmark. Stiff opposition to these 

proposals came from both governmental and non-governmental sources. 

With the failure by the EC Council of Ministers to reach agreement 

on these proposals in October 1980, the New Zealand deputy Prime Minister 

and chief New Zealand negotiator, Mr Talboys, was convinced that while 

most of the post 1980 butter access proposals would eventually be met, 

the concept of open-ended access after 1984 had little chance of being 

agreed to. 2 It was noted that; 

France would not accept long term arrangements for third country 
agricultural imports while there was pressure for a revision of 
the Common Agricultural Policy.3 

This alluded to the pressure being brought by Britain for changes to the 

CAP budget. EC member states made much of the 'irony' of Britain's 

calling for reform of the CAP while supporting the continued butter 

access for New Zealand, especially in regard to a product that competed 

against the commercial interests of the CAP-supported dairy industries 

of the EC. 

The NZDB could do little to influence a greater momentum in 

deciding the post 1980 butter quotas. The whole question was highly 

political and was tied to intra-community politics as much as being an 

issue of third country imports. By December of 1980, a decision had still 

1Juliet Lodge, 'New Zealand and the EEC in 1980~ loc cit. 
2 The Press, 15 October 1980. 

3Ibid. 
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not been made on New Zealand's butter quotas. EC Agriculture 

Ministers allowed a monthly roll-over figure of 7920 tonnes of butter 

for January 1981 (equal to one twelfth of the 1980 adjusted access 

figure of 95,000 tonnes), a decision that the chairman of the NZDB 

thought 'completely unreasonable' from a commercial point of view. 1 By 

January 1981, EC Agriculture Ministers were granting New Zealand ten 

day roll-over extensions of 2640 tonnes. 2 

Modified EC Commission proposals on butter quotas of 95,000 tonnes 

in 1981, 92,500 tonnes in 1982 and 90,000 tonnes in 1983 were put before 

the Council of Ministers. It was not until April that agreement was 

finally reached. Access of 94,000 tonnesin 1981 and 92,000 tonnesin 1982 

was allowed to New Zealand, with 1983 1 s access quota coming up for 

decision by October of 1982. The NZDB was relieved that a settlement 

had finally been reached although it was less than had been proposed. 

The tactic of setting very short term roll-over quantities was commer"" 

cially very frustrating. Taking into account the new price structure by 

which New Zealand now received more for its butter exports to the EC, 

the NZDB recognised that a greater stability in its EC butter market 

would now ensue. 3 While diversification outside the EC had been largely 

successful for a number of the NZDB's main dairy exports, such markets 

for butter were limited. In 1979 these were calculated by the NZDB to 

amount to 200,000 tonnes, of which New Zealand had a share totalling 

some 40,000 tonnes. 4 

1Juliet Lodge, 'New Zealand and the EEC in 1980 1 op.cit. p.5. 

2Ibid. 

3Juliet Lodge, 'The EEC's Butter Access Decision', New Zealand 
International Review, Vol.VII, No. 2, March/April, p.8. 

4Refer Chapter 6, page no. 111. 
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What is noticeable in this question of access for New Zealand 

butter is that while the NZDB continued to enjoy a close consultative 

relationship with the EC Commission, in regard to diversification and 

the maintenance of stable prices in the world dairy market, the issue 

of butter quotas to the EC hit at the heart of a number of internal EC 

problems, namely stockpiles of costly butter surpluses, the marketing 

of butter in the United Kingdom by EC producer countries (which were 

being affected by large increases in United Kingdom butter production), 

decreasing butter consumption in the United Kingdom (which by 1980 had 

been overtaken by margarine), plus the politically sensitive question of 

reform of the CAP. It is noticeable that while the EC Commission was 

relatively forthcoming with proposals, and overall, was accommodating 

in its concern for New Zealand's butter marketing problems, the EC 

Council of Ministers, representing the national concerns of EC member 

countries proved to be most intransigent. In this respect, there is a 

'difference' between EC trade in world dairy markets and intra-EC 

trade in dairy products. While dairy organizations like the NZDB find 

the EC Commission approachable in regards to the global problems of 

their trade, the intense political lobbying between EC member countries 

over national interests place this 'commercial' problem of butter 

access into the lpolitical' ring of intra-community relations. 
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CHAPTER VII 

CONCLUSION 

In this study of the role of the producer boards in the New 

Zealand - EC negotiations, a number of important areas of government 

- interest group relations are examined. As representatives of a 

sector interest in the agricultural industries, the NZDB and the 

NZMPB occupy a place in the interest group system. They possess wide 

powers to control and intervene in New Zealand's agricultural export 

trade. This authority stems from the nature of their industry, namely 

food production and agricultural trade. International agricultural 

trade is both an economic and a political exercise. As such the New 

Zealand - EC negotiations offer an excellent vehicle by which the role 

of non governmental interest groups in the foreign policy process can 

be examined. 

They are creatures of statute, set up by the state to represent 

producer interests. Despite this statutory authority they exhibit many 

of the features common to interest groups. They have a broadly based 

democratic system of producer elected representation. They are 'peak' 

organizations, that represent lower order group categories. They are a 

sectional interest group, representing the primary interests of the 

membership. Such groups are known to have a greater degree of success 

in pursuing the interests with government authorities than do pro

motional groups. They have a corporate structure, a feature shared with 

many large business and finance institutions in New Zealand. The degree 

to which such organizations have access to government is the important 

variable. It is a contention put forward in this thesis that the 

importance of sector groups like the producer boards, for political, 
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economic and social reasons ensures a mutually beneficial relationship 

with government. 

They are a corporate form of interest group organization in that 

the state has delegated certain responsibilities to these organizations 

in regards to agricultural trade policy and industry control of pro

duction standards, pricing and marketing. However it has been suggested 

that despite links to a quasi-corporate structure, agricultural policy 

making in New Zealand has not adopted corporatist forms successfully. 

Government policy making and government-interest group relations in 

New Zealand are predominately issue-based. Access to government by 

groups is dictated by their links to the policy issue and their 

legitimacy to speak for their interest sector. Long term formal 

structures for incorporating government-sector group relations into the 

policy process have not been successful. There is much to suggest that 

groups achieve more by working in a less rigid system. A reference to 

French interest group politics strongly suggested the preference of 

such groups for traditional pluralist forms of interest group-government: 

interaction, namely formal and informal policy networks. This is 

strongly suggested in New Zealand, and reflects the importance of 

tangible links to the policy issue and the legitimacy to represent 

that interest. 

The Federated Farmers organization, a major farm interest group 

had access to government and assisted in the New Zealand government's 

negotiation efforts in Europe, but on the admission of government 

representatives their input was more a case of 'keeping them informed'. 

They did not have the degree of involvement that the producer boards 

had in the government policy process. Both the NZDB and the NZMPB had 

long term commercial trade links with the.United Kingdom and more 

recently with the European Community. Their future, and the future of 

their industries were conditional on New Zealand getting a satisfactory 
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agreement on trade access from the EC. In this they assisted govern

ment with advice and expertise in trade policy requirements on access 

levels and prices, plus future market trends in the EC and other 

market destinations. 

Their legitimacy to represent their interest sector and their 

commercial links to the policy issue revealed a symbiotic relationship 

between government and the producer boards. As with all major sectional 

interest groups, government policy could not be legitimated until such 

groups had been consulted. This would also have been true of the 

involvement of Federated Farmers. To the extent that the producer boards 

possessed a syndicalist power base, namely the possession of a skill or 

knowledge and the control by those who possess it, such power was 

apparent in their gaining access to the policy process. However such 

access was on government terms. Traditional pluralist forms of interest 

group-government behaviour controlled the flow of information from one 

to the other. This was through the extensive use of informal policy 

networks such as personal contact between government and interest group 

representatives and through government inviting policy input into the 

formal policy process. 

In looking at the role of the producer boards in the policymaking 

process this came through clearly. Where necessary, both the NZDB and 

the NZMPB had access to all levels of the formal committee structure in 

government. It was Government who decided who should be a party to policy 

input procedures. Given the overall importance of establishfng future 

demands on New Zealand's agricultural trade policy vis-a-vis the EC, 

the input of the NZDB and the NZMPB was vital. 

From the examination of the producer boards role in the international 

negotiation process two important factors emerge. These are the differ

ence between the producer board role in the 'politics' of New Zealand's 

agricultural trade access to the EC, and the 'politics' of the producer 

boards as international trading organizations. Regarding the politics of 
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negotiating access to the EC, New Zealand trade access was an item 

on Britain 1 s list of demands for a satisfactory agreement with the 

European Community. New Zealand had no official negotiating status in 

the EC. The New Zealand government, in some ways, had to act as a 

pressure group in its own right in its campaign in Europe. As had been 

noted by one writer, the activities of government were indistinguishable 

from that of other groups. The producer boards worked with the New 

Zealand government in lobbying British politicians and interest groups, 

such as the NFU and the Meat Trade Federation, plus EC Commission 

officials, EC member governments and associated sector groups. The 

status of the NZDB and the NZMPB was determined by who they were and 

what they represented. To many officials and groups they represented the 

continued supply of cheap, high quality foodstuffs with links to a long 

term commercial history between Britain and New Zealand. To other groups, 

they were a potential barrier to the future prosperity of EC producers 

and exporters. In this regard they met with numerous officials and 

sector groups to press the merits of New Zealand 1 s case. The accommo

dation made by the EC in granting special trade access terms to New 

Zealand recognised the importance of the United Kingdom to New Zealand 1 s 

primary industries. It also recognised the importance of New Zealand 

in international agricultural trade. The granting of continued access 

to the EC for New Zealand butterfat and sheepmeats recognised the finite 

nature of international markets in these products, the importance of 

the British market and the desire to maintain stability in international 

agricultural trade. 

Following the Protocol 18 agreement, the producer boards had the 

important task of implementing New Zealand 1 s trade commitments to the 

EC. Within these limits, the producer boards had total control over 

their marketing intentions to the EC. The NZMPB, working closely with 

New Zealand and British meat importing companies in the United Kingdom, 

continued to push the marketing of New Zealand lamb in the EC, while 
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seeking other market outlets for lamb. As part of a deliberate process 

of market diversification, new important markets in the Middle East 

were established during the 1970 1 s. With the increased pressures being 

placed on New Zealand lamb in the United Kingdom by rising EC sheepmeat 

production, the securing of these market outlets elsewhere has become 

more impo.rtant. 

The NZDB came under much criticism for not filling its entitlement 

for butterfat deliveries to the United Kingdom over a number of years. 

This was due primarily to the existence of price disadvantages in the 

sale of New Zealand.butterfat in the EC, plus the securing of lucrative, 

if temporary markets elsewhere. The NZDB, as an international dairy 

trading organization, in deciding to shortfall its butterfat entitle

ments to the EC acted for pure commercial reasons and in the interests 

of its industry. Its existence as an international trade competitor to 

EC dairy exports has seen the development of an important consultative 

relationship between the NZDB and the EC in regard to world dairy trade 

problems. 

New Zealand's agricultural trade within the EC has come under much 

pressure from internal EC trade interests. In its most noticeable form, 

this has been the pressure from some EC member nations to severely cut 

back New Zealand's trade access levels to the EC. This has been particu-

larly evident in recent years in reference to continued access for New 

Zealand butter to the EC. Outside the intra-Community political ring, in 

the international trade front, relations between New Zealand and the EC 

Commission have been on a more positive footing. Organizations like the 

NZDB and the NZMPB have played an important part in ensuring that New 

Zealand - EC relations outsi-de the Community have remained on that 

footing. 

It was said in the introduction to this thesis that New Zealand's 

foreign policy, to a great extent, is trade policy. This thesis has 

examined the role of two major agricultural trade organizations in that 
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trade policy process. Certain expectations of that role, in regard to 

their function, organization and behaviour have been investigated. It 

is certainly true that they were involved in policy discussions with 

the New Zealand government on trade access to the EC. They played an 

important part in assisting the Government in Europe at the time of 

the negotiation. Their involvement is largely a legacy of their long 

term commitments to New Zealand agricultural trade overseas. However, 

if it is difficult, as one producer board official has commented, to 

specifically pinpoint a role for the boards, beyond that of trade policy 

advice and expertise, then hopefully this study of the role of the 

producer boards in the New Zealand - EC negotiations has examined and 

answered some of the wider considerations to be taken into account in 

the role of such non governmental interest organizations in the foreign 

policy process. 
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