BriTaIN’s FARM

1890-1932

One of the most significant economic
developments of the period was new
trade in meat and dairy products,
supplementing the wool market. This
industry was driven by the development
of refrigerated shipping in the 1880s. By
the eve of the First World War, meat and
dairy exports made up 35 percent of total

goods exports. Export commodity prices
boomed during the war, when Britain was
) keen to buy whatever could be supplied.
The second main phase However, although the boom lasted

of New Zealand's economic for a few years after the war, from the

history began in the 1890s early 1920s the New Zealand economy

. performed quite poorly, with only brief
and lasted into the early

upturns.
1930s. During this time Much of the difficulty came from the
New Zealand became a external sector. As a primary producer

orimary producer for Britain selling principally to the ‘home country’,

New Zealand was particularly vulnerable

exporting Iargely pastoral to economic fluctuations in Britain. In
products into this single 1928, for example, Britain took £41

market. million of New Zealand's total exports,

by value, out of a total of £56 million.
However, British fortunes, after the First
World War and into the 1920s, were not

good, and this was reflected into New

Zealand'’s economic situation.
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Opposite: Meat from the Longburn freezing works
being taken aboard ship in Wellington, early 1930s.

Above: Railway construction workers on the Main
Trunk Line near Waiouru, Ruapehu and Ngauruhoe
in the background, probably between 1901-10.
Railway played a key role in New Zealand'’s internal
communications and economy for many years.

Top: Gear Meat label, circa 1880s.

THE TRADING BANKS AND THE

ECONOMY

In the 1920s, New Zealand still lacked a
central bank, despite encouragement from
Britain to establish one. Bank notes were
issued by the six main trading banks. Until
1914 they were required to hold enough
gold and securities to back the value of
the currency, but this requirement was
suspended for the war emergency and
never reinstated. In practise this change
made little difference: the key question
for the banks remained their ability

to meet customer demand for sterling
balances — the funds in Britain that paid
for imports. The banks managed their
local lending in order to keep the value of
the New Zealand pound roughly equal to
that of the British. This in turn influenced




the level of spending and economic
activity in the domestic economy.

Four of the six trading banks were
Australian owned. Their sterling balances
in London actually reflected Australasian
activity, not just that of New Zealand,
with the result that the state of Australia’s
foreign trade also affected the availability
of credit and foreign exchange in New
Zealand. This arrangement worked well
when the Australian and New Zealand
economies were in much the same state,
but left New Zealand exposed whenever
the Australian economy was weaker than
ours.

The government had few tools to
address this and other economic issues
— all that could be done was to adjust
government revenue and expenditure,
through fiscal policy. Governments in the

mid-to-late 1920s therefore sought to use

Top: Bank of New South
Wales, Wanganui branch,
1910.

Above: Bank of New
Zealand five pound note,
1920s.

Left: Timber workers in the
Kaitaki ranges, log hauler
on the left. Although the
economy was pastorally
dominated, timber was a
significant local industry for
New Zealand.

Opposite top: Depression
relief work on the
Akatarawa road, early
1932.




THE EARLY TWENTIETH

CENTURY BY NUMBERS
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