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34 GOVERNMENT

caretaker government and gave New Zealand all the ingredients of a first-class
constitutional crisis. '
The results on election night in 1984 made it clear that the National
Government had been defeated by the Labour opposition, but the final official
results were some days away under the rules allowing for special votes. New Zealand
was then in the throes of a financial crisis. The Reserve Bank had suspended all
foreign exchange dealings to stop the flow of money out of the country. Officials
had briefed the outgoing government that an immediate response by way of 2.
devaluation was required. Yet Sir Robert Muldoon, the outgoing National Prime
Minister, at first refused to act. Later he said on television that he would not
devalue as long as he was Minister of Finance. In response to the reporters
suggestion that there was little sense in not Jetting the government-elect make th 1
decision, Sir Robert said that he hoped to give the incoming Prime Minister some -
instruction in the realities of government over the next day or two. 3
Sir Robert saw himself as still in charge. Legally he was; he was still Prime |
Minister and Minister of Finance and would remain so un til the Governor-Genera
accepted his resignation or dismissed him. Over the next ten days the Muldoo
Government was the lawful government. Its actions were, however, considered t
be limited by certain constitutional conventions. The most important of these i
that the outgoing government must not u ndertake any action that will embarras
the incoming government. That rule was generally understood. The question was
whether constitutional convention required the outgoing government (o act ag
the direction of the incoming government on a majot policy issue. The situatio {
was resolved three days after the election when Sir Robert wrote to the Prim
Minister-elect saying he would act on the decisions of the incoming governme
in relation to the currency crisis.
As explained in Chapter 1, the legal root of this crisis was resolved permanen
by the Constitution Act 1986 clarifying who could be ministers and wh
government could change. Critical to resolving the crisis at the time was a pr
statetient by the Attorney-General, the Hon. J.K. McLay, in which he formulate
the conventions to which outgoing governments were subject . He put the essenti

like this:

1. that it [the ourgoing government] will undertake no new policy initiatives.
2. that it will act on the advice of the incoming government on any matter of suck
great constitutional, economic or other significance that cannot be delayed
the new government formally takes office—even if the outgoing gover

disagrees with the course of action proposed.”

7 J.K. McLay, press statement, 17 July 1984.
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