T h e Thames Valley and Rotorua
Railway Company Limited
A STUDY OF THE RELATIONSHIP OF BUSINESS AND
GOVERNMENT IN NINETEENTH CENTURY
NEW ZEALAND

nineteenth-century railways were political railways; but
those constructed during the heroic period of railway building in
New Zealand in the 1870s and 1880s were unusually so. From the
outset, financing, constructing, and operating railways were considered by Vogel and his colleagues to be the government's responsibility; or as J. A. Dowie expressed it 'part of a wider policy of state
sponsorship of colonial development'. 1 By the mid-1870s, however, it
was apparent that the colonial government just could not afford, even
on borrowed money, to put a line through to every area where there
was imagined to be a need. So politicians hit on a new formula.
Residents in local districts should be encouraged to form companies
to construct and operate those local railways (not so obviously in the
public interest that the financial burden should be the State's alone)
which could be linked to the main trunk system. 2 But the District
Railways Bill passed for this purpose in 1877 was not a success in
spite of a provision guaranteeing at least in theory seven per cent
interest to shareholders on parts of lines completed. 3 Restrictions on
successfully operating private railways were still too great.4 So the
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Hall Government in 1881 passed a further measure, the Railways
Construction and Land Bill, deliberately modelled upon land grant
schemes used to finance certain of the transcontinental railways of
North America. 5 Under this act the government could encourage private companies to build branch lines by making land grants in blocks
beside the tracks valued at up to 30 per cent of each company's outlay.
The lands and other assets, it was imagined, could be used to raise
loans on the London market where there was said to be a comparative
abundance of capital seeking colonial investment at that time. 6
The Thames Valley and Rotorua Railway Company with which
this article is concerned operated under both the 1877 and 1881 Acts.
On the surface the decision to float this company appears to have
resulted from the decision of the government to develop land beside
Lake Rotorua, recently acquired by its agents, as a spa and tourist
town. 7 Under an arrangement formalized by the 1881 Thermal Springs
Districts Act the land was surveyed and township allotments put up
for auction on behalf of Maori owners as 99-year leases. 8 The sale of
these Rotorua leases held on 7 March 1882 was spectacularly successful, and a circumstance contributing to the high prices realized had
been the floating of the Rotorua Railway Company two months earlier
which, as the government advertising material deliberately emphasized, gave the promise of an easy rail journey of a few hours from
Auckland to the thermal region in place of the existing tedious route
via Tauranga which involved an overnight sea-journey followed by a
day-long trip by bush-track from the coast. 9
It is clear, however, that the idea of building a branch railway to
Rotorua arose not out of this government scheme to establish a tourist
town, but from the recognition by owners of large estates in the
Waitoa, middle Waikato and upper Thames Valleys that their schemes
for subdivision could go ahead only if rail transport were provided. 10
The prime movers in the railway building project were the members
of the syndicate who acquired from Maori owners the enormous
Patetere estate which lay midway between the route of the government Thames-Waikato railway and Lake Rotorua. Certainly the floating of the railway company in Auckland was a pre-requisite to the
successful sale of the Patetere lands to an English company, the New
5

ibid., XL, 41-43 (John Hall, Acting-Minister of Public Works, 22 August

1881).
6

This is confirmed by the Stock Exchange Year Book 1881, London: see
editor's Preface, p. v.
7
NZPD, XL, 493 (Rolleston, 9 September 1881).
8 New Zealand Herald ( N Z H ) , Auckland, 7 April 1882, p. 3, col. 7. See J.
C. Andersen and G. C. Petersen, The Mair Family, Wellington, 1956, pp. 285-7,
for Gilbert Mair's highly critical account of the transaction and its consequences.
For the Act see New Zealand Statutes, 45, Vic. 81, No. 20.
» NZH, 8 March 1882, p. 6, cols. 2-4, 9 March 1883, p. 4, col. 7; NZPD,
XLVI, 509.
w For a list of these see NZH, 29 October 1883, p. 6, col. 2; and AJHR, 1885,
1-7.

THE ROTORUA RAILWAY

25

Zealand Thames Valley Land Company Limited, which was incorporated in London in July 1882. 11 As a local press article expressed
it: 'settlers whom it was hoped to induce to come from England would
not be disposed to live the secluded half-barbarous life of those who
are removed from all means of communication.' 12 The advertising
material for British readers published by the Patetere syndicate, a
substantial pamphlet Reports on the Selwtjn Block, highlighted the
movement of the Rotorua railway-to-be through their great estate and
included a misleading map which indicated that in time the railway
would become a part of the North Island Main Trunk railway
system. 13
The decision to promote a company to build a railway from some
point on the Thames-Waikato line to the Mangakaretu Block near
where modern Tirau is found was taken by the Patetere syndicate
before the Railways Construction and Land Bill passed the General
Assembly in 1881. 14 The introduction of Hall's bill seems, however,
to have persuaded the syndicate that there would be financial advantages in carrying on their line all the way through to Rotorua.
The first meeting of the provisional directors of the Thames Valley
and Rotorua Railway Company, at that stage land speculators to a
man, took place at the Auckland Chamber of Commerce on 5 September 1881. 15 It was not until the following month that they were
joined by Dr John Logan Campbell, a very prominent, respected (and
in this instance disinterested) Auckland businessman who was to be
the dominating figure in the company throughout its existence, and
whose business records lodged in the Auckland Institute Library
provide a valuable complement to those of the company. Twenty
years later Campbell was to claim in his unpublished 'Autobiography'
that the railway scheme grew out of the disgust of merchants at the
'supineness' (as he put it) of the government which refused to construct a railway to the Rotorua 'Wonderland' because it was 'blind
to the great future which was palpably before the colony in the great
asset which tourist traffic would yield to the Treasury'. 16 But Campbell's memory played him false. As the list of directors present at the
meeting which drew up the prospectus showed, 1 7 the initiative came
not from merchants and other 'patriotic' Aucklanders later attracted
to the scheme but from land owners and land speculators who, unlike
the merchant Campbell, were uninterested in the tourist traffic to
11 BT34/303/17040/1, P.R.O., London; NZH, 13 March 1893, Supplement,
p. 1, col. 3.
12 NZH, 29 October 1883, p. 6, col. 1.
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col. 7; Jackson and Russell to F. D. Rich, 11 August 1881, Jackson and Russell
Letterbook for March-October 1881, Auckland Institute Library.
is TV & RR Minutebook I, p. 1.
16
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Rotorua except insofar as that provided a justification for a railway
through the Upper Thames Valley, and held out the promise of extensive land endowments which would greatly help in financing the
project.
In mid-September 1881 an interim prospectus was laid before the
public. The promoters proposed the construction of a railway of 74
miles; the first section of 35 miles from Morrinsville to the Patetere
estate was to be built at an estimated cost of £2,000 per mile under
the District Railways Act; the second — to cost an estimated £4,500
per mile — was to be constructed under the Railways Construction
and Land Bill. 18 In spite of the publicity given to this prospectus
the promoters decided not to invite applications for the proposed
400,000 £1 shares from the general public until offers for at least
70,000 shares had been made privately mainly by 'the directors and
their friends'. 19 Lest the scheme should, in the secretary's phrase, 'fall
flat', pressure was put on big landowners through whose estates the
railway was to run to take up large parcels of shares. 20
By the end of October, 70,000 shares had been privately taken up
by 32 subscribers in amounts not less than 1,000, and the provisional
board decided the time had come to draw up a final prospectus to
be advertised widely through the province and in the main papers
of all the other provinces. 21 A feature of the prospectus was the
express promise that it was not intended to call up more than 5
shillings per share, and in no circumstances more than 10 shillings
per s h a r e . 2 2 Advertising copy stressed that here was a 'PROFITABLE
INVESTMENT' with shareholders guaranteed an annual return on
capital once the line was completed of more than 7 per cent, 23 an
argument reinforced by editorials in the province's newspapers which
saw in the prospect of a large tourist traffic to the Lake District such
a guarantee of the success of the railway that the company would
inevitably float.24
By January 1882 the subscribed share list amounted to more than
120,000 shares and the decision was taken to register the company. 25
Despite impressions to the contrary the company tried to create, it
was from the outset, as the accompanying table makes clear, representative of landed interests and of the merchant-capitalist group with
close connection with the financial structure of Auckland of which
18
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the Bank of New Zealand, the New Zealand Insurance Company,
the Loan and Mercantile Agency Company and — to a lesser extent
— the South British Insurance Company were the significant elements.
TABLE: MAJOR CATEGORIES IN ORIGINAL SHARE REGISTER
OF TV & RR Co. 1882

Category

Landed investors
Merchants
Capitalists
Professional and
contractors
Institutions
Other
Total

Number in
Category

Percentage
of Total
in Category

No.

Shares
held

Percentage
of Total
Shares

16
19
21

9.9
11.7
13.0

43,000
24,100
16,600

34.1
19.1
13.1

8
2
96

4.9
1.2
59.3

8,654
7,000
26,891

6.9
5.6
21.3

162

126,245

Note: (1) 'Professional' is here confined to lawyers and engineers; contractors
are those with a business interest in the company
(2) 'Institutions' are the NZ Loan Company and NZ Insurance Company
Source: TV & RR Co. file A-235, Record Centre, Auckland.

In the first few months of its existence, the company pressed ahead
with surveys and ordered engineering equipment from abroad. Expenditure was heavy. To meet it directors made a succession of one
shilling calls, although continuing to issue public assurances that only
a small part of the capital would be called up, and that 'the larger
part will be procured from Home on favourable terms'. 26 However,
the minutebooks of the company reveal that directors were soon to
become increasingly alarmed at their continued inability to finance
operations by borrowing in Britain. 27
The rock on which the financial plans of the company to borrow
abroad were to founder was its failure to acquire a substantial landed
endowment in the region between the upper Thames Valley and
Rotorua where almost all land was still in Maori hands. It was not
feasible to finance that part of the line under the 1877 District Railways Act because the communal ownership of tribal land precluded
rating. Yet there were few substantial areas of Crown land which
could be handed to the company as endowments as allowed by the
Railways Construction and Land Act under which the second stage
was being constructed. The company decided, with a logic which
appealed more to European than Maori minds, that since by the construction of the line, adjoining Maori lands would greatly appreciate
in value, their owners should recompense the company by conceding
26 NZH, 21 September 1882, p. 6. col. 3.
See, e.g., TV & RR Minutebook I, p. 62 (Engineer's report, 14 December
1882).
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gratuitously large blocks of land. 2 8 The Lyttelton Times considered
the proposition outrageous: no one ever thought of asking European
owners to give up a fourth of their land to a railway, and recalled
that the landowners on the line between Christchurch and Invercargill did not even give the land for the tracks of the line. 29
No abstract principle of justice lay behind the company's need to
get its hands on Maori land but a financial consideration of great
moment. The bulk of the company's shares were as yet to be taken
up, and with a substantial land endowment the directors imagined
they could go on to the London money market and draw in British
subscribers for the remainder. The landed endowment could be used
in yet another way to extract from British investors funds to construct
the line, for, following on the recommendation of their London
adviser, the expatriate Thomas Russell, the Board made plans late
in 1882 to raise in the United Kingdom £150,000 on debentures at five
per cent on the security of the uncalled capital, the railway and the
endowment. 3 0
The impatience of the company to get endowments of Maori lands
soon caused it to fall foul of the ruling Hall Ministry. Now in ousting
the Grey government in 1879 Hall's supporters had made much of
the delinquencies and extravagances of the Native land purchase
department; and the new government in its first year of office began
to surrender the pre-emptive right the previous government had
acquired by proclamation over wide areas of Maori land. 31 By the
end of 1880 the effect in the Auckland province of these and other
policy changes concerned with Maori lands had been to encourage
the progressive movement of extensive areas of Maori lands into the
hands of private speculators operating as syndicates and companies.
It is in the context of the growing disrepute of Maori land transactions that one must view the Thermal Springs Districts Act of 1881
and the extended powers later assumed by the government which
frustrated the Rotorua Railway Company's scheme to get endowment
land. When introducing the measure in September 1881, Rolleston,
the Minister of Lands, made it clear that he had an objective beyond
the immediate need to open up a tourist area which was a national
asset in such a way that it would not fall into the hands of ruthless
exploiters. 32 He saw it as an experiment in which the government
acted as the guardian of the Maori people so that they 'and not the
land speculators and jobbers, would get the advantage resulting from
the sale of their land'. 33 The high prices realized in the sale of the
28
Company to Rolleston, Minister of Lands, 26 February 1883; copy in Minutebook I, p. 77.
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33 NZPD. XL (1881), 523 (Rolleston, 12 September 1881).
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Rotorua township leases encouraged the government's supporters in
the belief that here rather than by disposal of the freehold was 'the
true method of dealing with Native lands' which, said the Governor
when he opened Parliament in 1882, must have 'a beneficial and
more extended operation in the future'. 34 In the eyes of certain of
the ministers such as Rolleston, therefore, the Thermal Springs Districts Act developed an enormous significance. Gilbert Mair, one of
the government agents in Rotorua whose job was to implement the
Act, in later life wryly recalled becoming 'one of the official John the
Baptists to prepare the way for the promised millenium'. 35
Between this determination of a government to preserve the hereditary estate of the Maoris of the Rotorua area from those it thought
of as self-seeking Europeans, and the need of the railway company
for its endowments come hell or high-water, there was ample room
for misunderstanding. And this became greatly enlarged when, shortly
after Parliament was prorogued in 1881, the government used its
freshly acquired powers under the Thermal Springs Districts Act to
put beyond the reach of private buyers, by proclamation, over 600,000
acres — 'an immense district', the Herald described it — in the
Tauranga, East Taupo and West Taupo counties. 3 6 This proclamation
zone embraced the very area from which the company had planned
to draw its endowments, and by placing land of no scenic consequence at all beyond the company's reach, exposed the government
to the charge that it had extended the Thermal Springs Districts Act
far beyond its declared original intention.
But so essential a part of the company's financial plans was endowment land that its agents, one of whom was the recently retired
Chief Judge of the Land Court, F. D. Fenton, continued to treat with
and make illegal advances of money to the Maori owners in defiance
of the proclamation. 37 Though denounced by Rolleston, the Minister
of Lands, and Bryce, the Native Minister, the company persisted in
this brazen course. The company minutebook for 1883 indicates that
much of the board's time in that year was spent planning negotiations
with Maori tribes, pressing for early openings of the Native Land
Court so that individualization of titles in the Rotorua blocks could
be speeded up, and urging the government either to permit the company to deal direct with the Maoris or to recognize agreements already
made. 3 8 The company and other opponents of the proclamations soon
stirred up feeling among leaders of Rotorua tribes who complained
that government interference had locked up their lands. 3 9
34
NZH, 8 March 1882, p. 4, col. 7; NZPD, XLI (1882), 18 (T. Peacock);
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38
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Dissatisfaction among Europeans strengthened the company's
hand. 4 0 A year after the auction Rotorua was still a paper town, the
amenities promised by the government in its advertising were unprovided, while the promised railway which had encouraged bids
from those intending to build hotels and boarding-houses seemed as
far off as ever. 41 Among some who had paid fancy prices for leases
there was talk of misrepresentation on the part of the government.
Some lessors seized upon this and laches in the original agreement as
grounds for refusing to pay annual rentals and for seeking a relinquishment of the contracts they had entered upon. They could point
out that the pamphlet issued by the government advertising the
original auction had set forth that 'the proposed railway will add
greatly to the value of the town lands', and on the plan the position
of the railway station had been carefully marked. 42 Obviously a government vulnerable to the charge of false pretences had an interest
in hurrying the railway's construction. But on the contrary it continued
to resist the company.
The board began to pelt the Minister of Lands with letters, telegrams and memoranda seeking the release of proclaimed land. 4 3 But
Rolleston would not budge. 4 4 Neither he nor Bryce, who as Native
Minister was inevitably involved, saw any reason why Maori landowners should be used to pull the company's financial chestnuts out
of the fire. Indeed, Rolleston and Bryce visited Ohinemutu to assure
Arawa leaders that proclamations were a beneficent 'part of a great
scheme', a foreshadowing of Crown pre-emption that provoked classical statements of laissez-faire from the Herald's editor who condemned
the 'itching of Governments to step out of their sphere' and their
'craving desire to meddle with matters which they have no right to
touch'. 45
The pre-emption policy to which the government seemed to be
moving, and its opposition to the Rotorua Railway company's proposals for getting endowments, must be placed in the setting of the
1880-2 period when the land buying policy of 'Free Trade' — as
direct dealings between Maori owners and European speculators were
called — had been given its head and utterly discredited. Debates
in the House, election addresses, the private correspondence of politicians and experts in Maori affairs were, in these years, full of scandalized references to the traffic in Maori lands and the debauchery
of Native Land Court towns with their so-called 'blood and rum'
transactions in which wretched Maori owners were bribed and bullied

See e.g. NZH, 20 February 1883, p. 4, col. 6.
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to sell by rapacious speculators. 46 In so many cases of title-determination had owners (some of whom were interested not in selling but
in defending their title against rival even bogus claimants) been exposed to extortionate expense that the Land Courts had come to be
regarded in Maori eyes as 'countenancing and facilitating legalised
plunder'.47 'Philanthropic' co-operative schemes which had risen to fill
the gap left by the withdrawal of government from the field of native
land buying — such as the East Coast Native Land Settlement Company and the New Zealand Native Lands Settlement Company, from
which the TV & RR Company had borrowed the practice of using
Maori chiefs as guinea pig directors — were no more trusted by public
or legislators than were private land-buying agencies.
It is clear that Bryce and Rolleston, the ministers who controlled
the two key departments, Native Affairs and Lands, and who were
the great bugbears of the railway company, had developed an enormous distrust of Europeans who trafficked in Maori lands. As early
as 1880 Bryce, a one-time opponent of Crown pre-emption, was
calling European land agents 'hucksters' and 'persecutors' of the
Maoris. 48 By 1882 he had become convinced that the government
could no longer stand aside but must protect Maori owners who otherwise would be 'got at' and 'defrauded'. 49
Rolleston's conversion was even more sweeping. Over these years
he became a champion of leasehold tenure, and expressed the fear
that latifundia would become characteristic of the colony. 5 0 Certainly
Rolleston's brief spell as Native Minister (February-October 1881)
confirmed him in these beliefs and reinforced his prejudices against
speculators in Maori lands. A bitter letter from Gilbert Mair illustrated
the kind of influence colouring his thinking. Mair related how Robert
Graham, one of the promoters incidentally of the Rotorua Railway
Company, corrupted an interpreter when the Native Land Court sat
at Taupo to deal with Wairakei, which Mair described as 'a block of
over 4,000 acres and covered with the most wonderful hot springs
and geysers'. 51 Mair wrote angrily to Rolleston that chicanery had
been rewarded, for Graham was successful in worrying the group of
five Maoris awarded the land to sell it to him for about half a crown
an acre by the evening of the day the Court made its decision.
Since Rolleston and Bryce were prepared to revive Crown preemption to protect Maori owners from the alleged rapacity of European buyers it does not surprise that they should become estranged
40
See e.g. NZPD, XLIII (1882), 419 (H. M. Tawhai) and 505 (Richard
Hobbs); NZH, 18 July 1883, p. 5, col. 4; Wanganui Herald, 22 March 1883,
p. 3, col. 1; W. G. Mair to Gilbert Mair, 29 April 1883, Mair Family Papers,
Folder 7, Turnbull Library.
47
Observer, Auckland, 10 March 1883, p. 403.
48
NZPD, XXXVII, 274 and XXXVI, 396.
«> NZPD, XLIII, 511.
so See e.g. NZPD, XLII, 168 and 511.
51
Gilbert Mair to Rolleston, 6 August 1881, Rolleston Papers, Box 4, General
Assembly Library.
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from the Rotorua company. Company appeals that the government
should 'do its duty' by speeding up the movement of Maori land into
company hands and thereby 'assist us in performing a work which
should have been a great state work, and not left to individual enterprise' did not move Rolleston. 52 H e wrote coldly to the company's
chairman saying that the Maoris would no doubt cede endowments
in time to government agents but there must be 'no further interference of third parties'. 53
After discussing Rotorua affairs with his departmental officers,
Bryce, too, scented trickery. He wrote privately to Rolleston: 'It only
now begins to glimmer upon me what Auckland intrigues mean. Even
now I only faintly see the miserable pettiness on the one hand and
the strength and power on the other.' 54 What concerned both men
was that their Premier, Whitaker, whom Bryce referred to as 'the big
string-puller himself, was so peculiarly susceptible to the importunities of fellow-Aucklanders. Indeed Bryce suggested that if he and
Rolleston continued to be 'impracticable' and obstructive they might
be dropped from the ministry.
But Rolleston outstripped Bryce in his suspicion of the company;
so much so that he gained unaccustomed support from the opposition press. The Wanganui Herald, after referring to 'the Auckland
land-shark' as 'the most voracious animal in existence', congratulated
Rolleston for standing firm against 'the Auckland ring of native land
speculators'. 55 This highly-coloured view was not far from Rolleston's
own. He wrote to his former colleague the Agent-General Dillon Bell,
'There is a great prospect of gigantic land rings and Railway companies getting hold of the country bodily. No worse act was ever
devised than the Railways Construction Act.' 56 In the following year
on the eve of the general election, although he had premonitions both
of the overthrow of the government and of his own defeat for
Geraldine, he had no regrets, 'Like Sir Robt Peel "I am hated of the
Monopolists"', he boasted, and claimed proudly that 'the Lands and
Native Policy are really the most satisfactory part of our work'. 57
In the last months before the meeting of Parliament in 1883 the
company by letter and deputation became even more assiduous in
demanding an end of 'Government obstructionism' which threatened
to hold up the construction of the railway to Rotorua 'for many years
to come'. 58 The direction in which the board sought to drive the
government is clearly stated in a letter sent by its chairman to Rolleston. The government must stand aside because 'the time has now
52
Telegram, Campbell to Rolleston, 8 March 1883, Minutebook I, p. 85; NZH,
9 March 1883, p. 6, col. 4.
83
Rolleston to Campbell, 15 March 1883, Minutebook I, p. 86.
84 Bryce to Rolleston, 18 March 1883, Rolleston Papers, Box 6.
55 See e.g. Wanganui Herald, 21, 24 and 28 March 1883.
58
Rolleston to Bell, Good Friday 1883, Rolleston Papers, Letterbook 5, p. 105.
5 7 Rolleston to Bell, ibid., p. 323.
58 TV & RR Minutebook I, p. 117. See also pp. 85, 95, 97, 110, 117 and 119.
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passed away when the Government can with any reasonable hope of
success approach the Natives to carry out such negotiations as are
necessary between them and the Railway Company'. 59 Rolleston must
surely have rubbed his eyes when he saw, annexed to the letter, a
draft agreement which the company had illegally negotiated with the
Maoris. The government was called upon 'to remove every difficulty'
by executing this document in which the Maori owners agreed first
to make free cessions of land as a railway endowment, and secondly
to provide large grants of land for resale by the company on condition
that the Maori owners received one-half of the proceeds. 6 0 But
Rolleston refused to take any action at all upon this impertinent
proposal.
With the opening of the session in June 1883 the company's agitation shifted to the rooms of the General Assembly in Wellington. It
issued a circular to each of the M.H.R.s giving a resume of negotiations with, and soliciting help against, an allegedly obstructive ministry. 61 On this issue, as on that of the route of the North Island Main
Trunk Railway so prominent in the deliberations of the session, there
was a call for Auckland members to form a solid provincial phalanx
as they had in the pork-barrel era of the 1870s. The chairman of the
Rotorua Railway in a letter to a friend in England wrote that on the
railway issue 'Auckland has to unite against all the Southern settlements which combine to damn her [by] locking up the whole Native
territory'.62 The provincial phalanx was never solid, but the Rotorua
railway did become in the words of the Herald 'a shuttlecock in a
game of political battledore'. 63 Nevertheless, the government could
not be swayed. In answer to a parliamentary question Rolleston
assured the House that the proclamation would remain over the
Thermal Springs District. 64 Nor was the mood of the House, especially
that of Southern members, sympathetic to schemes of cooperation
between European capitalists and Maori owners, as the failure in the
1883 session of the N e w Zealand Native Lands Settlement Company's
empowering bill showed. Members dismissed these philanthropic
schemes as a facade behind which speculative manoeuvres could go
on as usual. 65 It is also noteworthy that the new Native Land Laws
Amendment Bill of John Bryce expressly forbade the practice of negotiating for land before the block concerned had passed through the
court. 66 The only comfort the company could extract from the session
came from a clause in the Thermal Springs Bill (primarily a piece of
39 TV & RR Minutebook I, p. 118 (copy of letter dated 30 May 1883).
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ex post facto legislation to validate the Rotorua leases) which provided for the cession of land by Maoris to the Crown for the purposes
of railway construction. 67 It was generally supposed that the way
had been cleared for the cession of a considerable quantity of land
to the company. 6 8
The company's need for landed endowments had become ever more
pressing. A special report laid before the board in July showed that
even if the company called up to its proposed ceiling of ten shillings
a share the working capital would have to be supplemented by a bank
overdraft of £18,000 in order to meet the expected disbursements for
the remainder of the year. 69 It was further estimated that in order
to finish the first section of the line by the target date of February
1885 total expenditure would exceed paid-up capital by about £70,000.
Endowment land to use as security for further borrowing must be
obtained if financial crisis was to be averted.
But little land came into company hands. The Ngati Whakaue, who
had, so the company claimed, promised to give a 20,000 acre endowment, were now said to be so full of resentment at the niggardly
award of a Rotorua court to their tribe, that they were prepared to
cede to the government agent H. T. Clarke only that land needed
for tracks and railway stations. 70 Alarmed, a group of directors including the chairman Campbell rode down to Ohinemutu and persuaded Clarke to call together a meeting between the directors and
the disgruntled chiefs. 7 1 A long korero took place at which the
directors, and rather more guardedly Clarke, tried to persuade the
Maoris to change their mind over the concessions. 72 Campbell assured
them that it was in their interest to do so: the railway would so increase
the value of their land it would 'enable you and your children to live
in comfort for ever'. 'If you want the railway you must give of the
superabundance of land now useless to you.'
Later, after Clarke had left the settlement, the influential Maori
chief Petara was won around and it is clear that the promise of
bribery — 'judicious utu' the chairman described it in a private letter
— played some part in his conversion. 73 In the account of the discussion Campbell transmitted to Rolleston, however, he did not mention that inducement. 7 4 According to Campbell when it had been
pointed out to Petara that the administration of surrendered lands
would be in company not government hands 'the refusal to make
concessions of land was at once withdrawn.'
67
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In reply Rolleston sent a cold angry letter to Campbell. H e forbade
all such dealings in the future, for the company had in Rolleston's
phrase 'no locus standi', and said that Campbell's letter had confirmed
accusations of company intrigue passed on to him in the past which
hitherto 'I have been unwilling to believe'. 75 In a private letter to the
government agent at Rotorua he was more precise in his charges
against the company.
Dr Campbell's letter shows a f o r e g o n e conclusion that the M a o r i s distrust
the G o v t and are in accord with the C o m p a n y a conclusion w h i c h y o u r
remarks d o not bear out & he is also confident that the G o v t m u s t administer
badly and the C o m p a n y well. T h e n again the open bribery of P e t a r a the
attempt at which they decently p o s t p o n e d till y o u h a d gone is simply
shameful. I don't wish to p u r s u e the controversy with t h e m on this point
but I a m surprised at M r C a m p b e l l ' s denial of interference. T h e r e is t h e case
of F e n t o n to begin with & I h a v e been i n f o r m e d by D r H e c t o r a n d others
that there were agents of the Patetere C o m p a n y & also of the Railway C o m pany constantly at w o r k c o u n t e r a c t i n g y o u r e f f o r t s . 7 6

It is probable that Ministers felt they could more resolutely stand
up to the company after Harry Atkinson, who was no partisan of
Auckland interests, became premier in place of Whitaker in September 1883. The task was not to be an easy one, for the company
decided at the end of the year to make its own conditions in getting
the land it wanted. After hearing a serious report on the financial
state of their enterprise the board decided that unless the government
could guarantee an endowment worth thirty per cent of the cost of
construction of the second part of the line, it would flout the government's proclamation and enter into direct negotiations with the Maoris
once again. 77
Predictably, relations between the company and the Atkinson government deteriorated markedly in the earlier part of 1884. And any
explanation of the ministry's defeat in the election of that year must
regard the government's restrictions on the sale of Maori lands and
its disregard of Auckland demands for help for the Rotorua railway
as part of the alienation of interests and regions that produced that
electoral result.
Early in the year the company urged the government to act swiftly
to get the land, offering to provide the government with agents and
private funds to help persuade Maori owners to change their minds. 7 8
Time was not on the company's side. Maori owners were said to be
cooling to the idea of selling. 79 But more importantly the company
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had entered upon a fresh financial crisis. With the first section of its
line still incomplete it had been forced to run into debt to the Bank
of New Zealand and the New Zealand Loan and Mercantile Agency
to meet current liabilities. 80 The company's demand for land was
backed by the provincial press which continued to flail the government, reporting everything at Rotorua at a standstill, and suggesting
that it should either give up its proclamations or take over the responsibility itself for completing the railway. 81
The policy statements of Bryce and Rolleston showed that they did
not share the company's mood of urgency. After a visit to Rotorua
they informed the company that although they were confident they
could get concessions worth thirty per cent of the cost of the second
part of the line (i.e. £47,250), they could neither guarantee to provide
them within a definite period of time, nor hold out much hope of
additional concessions which the company wanted from the Maoris
in lieu of rates. 82 They bluntly refused to let the company deal direct
with the Maoris to speed up the process, and angrily rejected the
view 'industriously circulated by the newspapers' that the Administration had lost the confidence of the natives and should therefore
allow Company officers to assist Native Department officials to get
the land. 83
However, though lacking the ground-bait of landed endowments,
the company decided to act through Thomas Russell and Falconer
Larkworthy, the two key figures in the New Zealand Loan and Mercantile Agency Company in London, to raise fresh funds on the money
market there. It planned to place before British investors the 180,000
shares of the company as yet unallotted, and to raise, upon the security
of the first section of the line and other assets of the company including the uncalled capital of the 120,000 shares already allotted,
£100,000 worth of mortgage debentures. 84 In the meantime the company would have been driven to break its promise and call up all
authorized capital, perhaps even have become insolvent, had it not
been for the help of the BNZ and the Loan Company (with whose
controlling boards the railway company had directorial links). The
BNZ agreed to allow the company, which already owed the bank
£14,233, to overdraw its account by a further £20,000 in order to
finance existing contracts, while the Loan Company which had recently shipped out iron goods promised to help out the company by
delaying settlement of a draft on demand for £15,235. 85
so ibid., p. 16.
81
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Moreover, in spite of the interdiction of the government, company's
agents headed by Fenton were employed at Ohinemutu pressing
Maori chiefs to make concessions. 86 Letters were sent to Bryce urging
him to clinch deals with native owners, and to Rolleston proposing
that government enter into a contract with the company guaranteeing
endowments including an additional grant in lieu of rating — as
much as 80,000 acres was suggested — before Parliament met on 6
June. 87 But the ministry was tepid in its response and by the time
Parliament met was regarded as unsympathetic to Auckland, and
land-dealing interests alike. 88
Researchers have for some years been aware of the variety of sectional interests in the South Island alienated by the Atkinson government at a time of deepening depression. 89 They have been unaware
that an entirely different issue in the case of the North Island helped
to undermine the government in the House. Atkinson's proposal in
1884 that private sales of Maori lands should be superseded by a
system of disposal by government agency — in effect a return to
Crown pre-emption and a general extension of the principles applied
in the Thermal Springs area — caused dismay in parts of Auckland
and Hawkes Bay. It is noteworthy that two Auckland M.H.R.s from
Maori Land Court areas who had once been staunch supporters of
Atkinson, Captain Morris for Tauranga and F. A. Whitaker for Waipa,
crossed the floor of the House in the no-confidence vote which toppled
the Ministry on 11 June 1884. There is significance, too, in the way
the news of the ministry's fall was received with 'great jubilation' at
Cambridge, 'that modest township', said the Herald, which 'has
become the headquarters of inveterate landjobbers and all that
peculiar crowd of attendants who follow in their train', and at Rotorua
where it caused great excitement and was responsible for a nighttime bonfire at the summit of Pukeroa on which were burnt the effigies of Bryce and Rolleston before a large crowd of Maoris and
Europeans. 90
In the period of political flux between the vote of no-confidence in
the Atkinson Ministry on 11 June and the formation of a stable Stout
government on 3 September 1884, the railway company moved into
deep and troubled financial waters. 9 1 It now had liabilities of over
£60,000, of which over £34,000 were due to the BNZ and its Loan
«« NZH, 29 April 1884, p. 5, col. 2.
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Company, the rest of its indebtedness being almost entirely progress
payments due to contractors. Escalating costs led to a fresh estimate
that £100,000 additional to paid calls were necessary for the construction of the first section of the line alone. The need to raise funds
abroad was desperate. Consequently the melancholy cable from
Thomas Russell in London on 13 August that the share issue attempted
there had failed provoked panic. Between 16 August and 2 September
frantic cables passed between the company in Auckland and Russell
in London, with Russell insisting that since the time was inopportune
the company must hold back its share and debenture issues, and with
the directors countering with pleas such as 'The position is critical.
Cannot wait another month.'
It was typical of the time that businessmen considered that when
their own efforts had failed they had the right to call on the government to rescue them from the consequences of their own miscalculations. So the company sent a two-man deputation to Wellington to
obtain from government sources a loan to complete the first section
of the line and help clear its existing debt, and generally to complete
negotiations with regard to the whole line. 92 By the time the deputation arrived, however, the Stout-Vogel Ministry was installed and it
quickly became known that the first concern of the new government
was the purchase of the derelict railway companies by the State. Consequently the demands of the deputation changed completely, and
they privately began to press for a transfer of the company's assets
under the most favourable terms. The reason for the deputation
aroused speculation in Wellington, but its leader Campbell fobbed off
enquirers with the remark that seeing 'there was a large amount of
political carcase about the Empire City' they thought 'a vulture or
two from the North' should hover about on the wing. 9 3 The records
of the company make it clear that this was a smokescreen. The real
interest of the company had now become the terms of a new bill
Vogel was already preparing to buy out the district railways. Indeed,
one of the deputation was left in Wellington pending the printing
of the bill. 94
Here was unexpected salvation. A fortnight before, the placing of
the debentures immediately had been considered a life-and-death
matter for the company. Now a cable was sent to Russell telling him
he could hold off making the issue.
Some years ago, David Hamer showed the close connection between
the bankrupt condition of the district railways and the formation of
the Stout-Vogel Ministry. But one suspects that in branding the new
ministry a 'speculators' government' and in discerning in almost all of
its major policies of the first year 'the basic but carefully concealed
02
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purpose of rescuing the [New Zealand] Agricultural Company' with
which the Waimea Plains District Railway Company was associated,
Professor Hamer pressed a case far harder than he would be prepared
t o do t o d a y . 9 5 But he did well then to draw attention to the central
position occupied by district railways in the political scene of late
1884.
Vogel's decision to buy out the foundering railway companies by
means of his District Railways Leasing and Purchasing Bill was of
course highly congenial to the Rotorua Railway Company. 96 But the
bill broke up in the Legislative Council, some of whose members
believed there should be a separate bill for each company. 97 There
was something to be said for this argument in the case of the Rotorua
company which was different from its South Island counterparts. It
did not have the same problem of a backlog of unpaid rates; unlike
them its ostensible purpose was not to benefit landowners but to
develop the tourist industry at its terminus; and part only of its line
was being constructed under the District Railways Act. But like them
it was left in a very awkward position when the Council threw out
the Bill, 98 for it had fallen more heavily than ever into debt. 99 The
company now had to pin all its hopes on the right given — by resolution of the House at Vogel's instigation — to the Minister of Public
Works during the recess to negotiate for the purchase of the railways
by debenture bonds. 100
When the Minister Edward Richardson approached the company
it immediately offered to sell. 101 But when the government revealed
its terms they were less palatable than had been hoped. The government was prepared to take over only that portion of the line built
under the District Railways Act, and the sum offered, £111,160 6s. 3d.,
was less than the directors' expectation of a price equal to the company's capital outlay plus seven per cent interest. Payment, moreover,
was to be made not in cash but in 15-year four per cent debentures
which would discount at well under par because interest was payable
up to 1 April 1887 only in the colony, making it virtually impossible
to realize upon the debentures on the London market before that
date. The offer entailed further loss for the company because the
government insisted that the company complete the first stage of the
line taking it through to Lichfield at an estimated further cost of
£40,000 (which in practice it could only do by borrowing at seven
per cent or more), though it could be paid for its outlay by government
debentures that would be equivalent in face value only.
»s Hamer, 155-6.
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When the Colonial Treasurer came north to take the waters for his
arthritic gout at Waiwera, a disgruntled deputation waited on him
there seeking more favourable purchase terms and an undertaking
from the government that it would relieve the company of what had
become the nightmare of completing the line through to Ohinemutu. 102 Although Vogel was not prepared to alter the financial
terms, he undertook to attempt to persuade his Cabinet colleagues
to take over both sections of the line. 1 0 3 With a few weeks the company received a Cabinet ratification of Vogel's verbal undertaking. 104
The company chairman believed they had done well out of the
arrangement, and would lose 'I expect [only] a shilling or two in the
pound', a patriotic sacrifice he claimed to be ready to make now that
the line would be put through in two and a half years. 105
The buying out of the district railways was never to lose its suspicious odour. The District Railways Purchasing Bill of 1885 aroused
much critical comment when it was debated, and passed only by the
skin of its teeth. 1 0 6 Outside Parliament this Bill was said to be 'generally regarded as a gross political job'. 107
The notoriety of the sale was increased by the circumstances under
which the companies disposed of their debentures. This the affairs of
the TV & RR Company well illustrate. On 15 October 1885, shortly
after Parliament disbanded, Major W. J. Steward, one of Vogel's
supporters, telegraphed the company offering it an unexpected chance
to realize on its debentures. 108 It was undisclosed at this stage for
whom Steward was acting though it was suspected he was the agent
of the government. All that Steward told the company was that he
was already negotiating for the debentures of the Waimate and
Duntroon-Hakataramea companies, and that he had been authorized
to make an offer of 95 per cent for £115,000 (par value) TV & RR
Company debentures as well. Since the terms were for the accrued
six months' interest to go to the purchaser and for a commission of
one-half per cent to go to Steward the company would receive in
effect only £92 10s. Od. for each of its £100 debentures. There were
board members who thought that the company should attempt to
ascertain whether the government was indeed the ultimate purchaser,
and if so to deal direct and save the commission. 109 The chairman,
however, talked around this group to continuing to work through
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Steward by asserting that 'it was not our business to enquire after
what manner the commission went. What we had to do is to secure
a market for a really unmarketable commodity.' 110 Campbell who
suspected that behind Steward stood Vogel could not have made a
more damning estimate of the politico-commercial standards of Vogel
and his colleagues when he pointed out to his board 'two to one the
commission would just be the thing that would secure the sale'. Only
after the company agreed to substantially the original terms did
Steward reveal for the first time that the purchaser was the Colonial
Treasurer acting for the Government Assurance Office. 111
The Rotorua Railway Company had disposed of its debentures
satisfactorily, but the inner circumstances of this sale and that of the
debentures of two other district railway companies were to cause
a political uproar over the next year. Increasingly in the press and
elsewhere two questions were asked that reflected on what some
considered Vogel's notorious inability to dissociate public business
from private profit. First, why had he paid a fat commission to a
supporter instead of approaching the companies himself over the sale
of the debentures? (The explanation Vogel gave, that he stepped
in and bought through Steward because 'it was undesirable that the
debentures should be hawked about the colony and London', was
u n c o n v i n c i n g . ) 1 1 2 And secondly why had it not occurred to both
Vogel and Steward that it was grossly improper for Steward to act
in this matter which arose out of the Railways Purchasing Act of 1885
of which he had been so ardent an advocate in the Assembly? 113
A committee of the House which inquired into these questions in the
following year found that, although Steward had not been guilty of
'any technical breach of the Disqualification Act', his actions were
such as to reflect on the integrity of a legislator in a way that could
give rise to public scandal. 114 Vogel, too, was censured for not dealing
direct with the companies and thereby saving the amount of the
commission to the colony.
The minor political storm which soon blew over in no way affected
the terms of the sale of the debentures to the government. The chairman of the Rotorua Company believed the company had been very
fortunate to realize on its debentures in the middle of a depression.
'Rotorua Railway all serene!' he wrote to a friend. 'I think 10% will
cover shareholders' direct loss.' 115 In the event, however, unforeseen
expenses led to a final disbursement in 1889 of 7s. lOMd. a share, a
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loss of over twenty per cent. 1 1 6 Yet the company had been very fortunate to hand over its problems to the government when it did. In
1886 the profitability of the Thermal Springs tourist industry on which
the finished railway was to rely suffered a serious check when the
eruption of Mount Tarawera destroyed the greatest attraction of the
tourist area — the 'Pink and White Terraces'. When the news came
through, the Company's chairman admitted 'Good thing the Rotorua
Railway's no longer the Coy's but the Govts!' 117 Moreover the work
on the later part of the line posed for the Public Works department
some unexpected engineering problems. The line to Rotorua was not
completed until 1894, eight years after the first stage to Lichfield was
in operation.
History provided its own belittling footnote to the grandiose scheme
of the promoters of the New Zealand Thames Valley Land Company
whose plan for the subdivision and sale of its Patetere estates had
been, above all else, behind the construction of the Rotorua Railway.
Not Lichfield, the Land Company's headquarters, but Putaruru five
miles to the north became the junction of the line to Rotorua, and
ever since that time Lichfield has remained in the shadow of a prosperous and growing Putaruru. 118 Lichfield, originally conceived of
as a cathedral town, the focal point of what would be (it was mistakenly hoped) the closely-settled Patetere estate, has remained an
insect of a settlement stuck in the amber. The line to Rotorua became
profitable, but because of the lack of development of the Thames
Valley Land Company's estate, the branch line from Putaruru to
Lichfield was from the beginning run at a loss. It was officially closed
in March 1897. Seven years later the Taupo Totara Timber Company
took over the abandoned track and extended it as a freight line to
its holdings at Mokai, 47 miles further on.
There is in the history of the Rotorua Railway Company a value
beyond merely providing us with information about how nineteenthcentury firms arranged their affairs. Because the company was essentially a political railway, its relationships tell us something of the way
Rolleston, Bryce, Atkinson and Vogel regarded the grey area where
business and politics merged. Vogel in particular reveals himself once
again as one with little sense that those in the public gaze, like
Caesar's wife, must be above suspicion.
But the main concern of this article has not been with how ministers
of state viewed business, but how businessmen viewed the state.
Nineteenth-century businessmen and those politicians who spoke up
for them in the General Assembly were so regular in their ritual
obeisance to the principles of self-help, so prompt to scold governii« TV & RR Minutebook II, p. 175; and Co.A-235, Record Centre, Auckland.
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ment when it strayed (so they considered) from its proper sphere,
that they appear before the untutored modern eye as the very paragons of laissez-faire. The affairs of this railway company suggest that
the reality was otherwise. For those businessmen did not think the
enterprises they promoted should stand or fall unaided. The state
should be the patron of private enterprise not only encouraging its
activities but shielding it from losses. Here was no unqualified commitment to the harsh austerities of laissez-faire. Government, like
God, should temper the wind for the shorn lamb.
What makes this Auckland company uniquely interesting, however,
is not that it believed in, to use Robert C. Binkley's phrase, 'the private
ownership of profits together with the socialization of losses', 119 but
that it also felt it had a right to lean on Maori landowners to make,
in a financial sense, its rough places plain. It further believed that
the government had no authority to intervene to regulate the sale of
Maori lands to the company. For, as one apologist of the company
explained the issue, the government had no more right to maintain
its veto over Maori land 'against the express wish of the native owners,
than any outside party has a right to step into a merchant's office
and prohibit a legitimate bargain between the merchant and his customer'. 120
The English historian J. A. Froude was astonished to discover,
during his visit to New Zealand in 1885, how unconcerned were
colonists about the problem of repayment of N e w Zealand's great
public debt. One colonist whose 'coolness took my breath away',
Froude confessed, explained that if the worst came to the worst the
colony would not have to repudiate. 1 2 1 There was the Maori domain.
'It was the richest land in the islands, and, if necessary, could be
entered upon and sold.' The actions of the Rotorua Railway Company
suggest that there were those who felt the Maori domain could be
raided equally to help private firms overwhelmed by debt.

R. c . J. STONE

University of Auckland

110
1211
121

Robert C. Binkley, Realism and Nationalism, New York, 1963, p. 105.
Observer, 30 June 1883, p. 227, col. 4.
J. A. Froude, Oceana, London, 1886, p. 284.

