Doctrinaires on the Right:
T H E D E M O C R A T S A N D ANTI-SOCIALISM, 1933-36*

electoral victory in 1949 the New Zealand National Party has
been the governing party for all but two interludes, 1957-60 and 1972-75.
The bald fact conceals a wealth of detail about fluctuations in National's
parliamentary and electoral strength, but one must acknowledge that the
Party's success has been a salient feature of modern New Zealand
politics. Obviously a pre-condition for this achievement has been the
readiness of anti-Labour forces to rally behind National's banner. It begs
the question: what values has the Party represented?
This paper seeks clues in the emergence of doctrinaire anti-socialists—
the Democrats—in the period immediately preceding National's incorporation in 1936. This is not to suggest that the formula for getting and
keeping Labour out of office has been immutable since then. National
could hardly have dominated the political scene without adapting to
changed political, economic and social circumstances. Rather, the intention here is to look at part of the ideological basis of the Party as a contribution to establishing a bench-mark against which other students
might wish to measure subsequent adaptation. Examination of the
Democrat 'conspiracy' in the great depression also serves to emphasize
the historical tension between free-marketeers and interventionists, a tension which comes to the fore in the National Party in times of economic
difficulty. It follows that the doctrinaire right of the 1930s was no lunatic
fringe. To dismiss it as such would be to underestimate its contribution
to politics, to produce Hamlet—albeit with the Prince—but without the
Ghost. Indeed the influence of free-enterprise values on the later evolution of an anti-Labour front compensated the Democrats for their electoral failure in 1935.
SINCE ITS

In generating political protest the Democrats themselves drew upon
and promoted the philosophy of yeoman self-reliance which conservatives from Grey onwards had earlier voiced to win support. An editorial
from the Hawke's Bay Herald of 20 August 1932 illustrates the temper of
their rhetoric as expressed in the depths of the depression:
* The author acknowledges the help and encouragement of Dr Michael Bassett, M P , in
the preparation of this paper.
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The fact of the matter is t h a t . . . we do not need more State enactments but less;
that individuality is being smothered under a weight of regulations, and that
incentives to personal effort will be most effectively restored in proportion to the
extent to which State interference is reduced. This virus of socialism needs
examination in this Dominion. We have dallied too long with such dangerous
doctrines that work out so detrimentally in practice. Can we not even yet get back
to individualism and unfettered private competition?

Doctrinaires, then, believed in the absolute moral and economic
superiority of sturdy individualism over what they loosely and pejoratively called 'socialism'. This should not be taken to mean that objectively-speaking a Marxist threat really existed. The point is that rightwingers perceived one in the extension of state activity.
In practice they sometimes subordinated their anti-statism to selfinterest and the maximisation of profits in their particular capitalist sector. They supported state enactments to facilitate wage reductions.
Moreover, some could be relied upon to accept state aid for themselves.
The dairy industry tycoon and founder of the Democrats, William
Goodfellow, had never been heard to complain about subsidized freight
rates for fertiliser. He ran a fertiliser company. Other commercial interests increasingly resented state help for insolvent farmers who, it was
said, should have been allowed to 'sink out of sight'. 1 Right-wing organizations tended to recruit from among urban and small town businessmen
and well-established sheep-farmers.
Yet ideology frequently triumphed over naked self-interest; for the
yeomen urged the dampening of aggregate demand and thus put their
own businesses in jeopardy. Like the monetarists of the 1980s the doctrinaires of the 1930s assumed that society could be divided into two
classes: the entrepreneurial and rentier class which needed more income
as an incentive to produce, and the labouring class which needed less
income as an incentive to produce. Appearing before the Parliamentary
Economic Committee of 1931, J. T. Spiers of the Manufacturers'
Association agreed that if the purchasing power of the community were
reduced, business would be no further forward, but he still demanded an
end to the compulsory arbitration procedure so that wages could be
forced down. 2 It meant also that doctrinaires were prepared to sponsor
political opposition to those 'renegade' conservatives who 'held no more
than a generalized attachment to private enterprise', 5 and who even confessed to statist beliefs. As Adam Hamilton, junior minister in the Coalition government, had put it when he was defending intervention in the
late twenties: 'It is not only the privilege but the duty of the Government
1 Mercantile Gazette, 8 February 1933, p.150. W. D. Stewart, the Minister of Finance,
1931-33, agreed that businessmen were 'almost the only class on which we can rely to sustain the Budget'. N Z P D , 235, 1933, p.66.
2 Parliamentary Economic Committee, 1931, Le., 2/1, N.Z. National Archives,
Wellington.
3 R. McD. Chapman et al., New Zealand Politics in Action, London, 1962, p. 14.
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to hold the proper balance between individual freedom and State protection . . . There is a certain amount of socialistic legislation that is very
beneficial.' 4 Hamilton was to become leader of the National Party
between 1936 and 1940, but he never enjoyed enthusiastic support from
the right.
On their formation in 1934 the Democrats raised a spectre which had
already been on and off the political stage several times within the
preceding decade. In 1925 the Reform Party had returned to power,
claiming to represent 'More business in government, less government in
business'. Its leader, J. G. Coates, antagonized businessmen, however,
by his pragmatic, interventionist administration. His critics wanted the
slogan put into effect. Some of them formed a Free Marketing League in
1926 to wreck a Dairy Board scheme for control over marketing and
pricing. 5 Building on this venture businessmen had then cobbled together
the United Party in 1927 to oppose Reform's 'great impetus to the Red
Movement'. 6 Family allowances, the licensing of commercial road
traffic, the State Fire and Life Insurance Office, state activity of all
kinds, some of it dating back forty years, came under attack. The criticism had died down when, under the leadership of Sir Joseph Ward, the
United Party unexpectedly found itself in power, particularly since its
hold on office was so precarious. Right-wingers were also cheered by the
promise of the United-Reform Coalition in 1931 to carry out deflationary policies. Yet by mid-1932 Hawke's Bay Reformers were working on a
National Movement to combat 'State extravagance, reckless borrowing
and Socialistic legislation'. 7 Then in January 1933, for the second time in
two years, the government devalued the currency to boost exports and
assist farmers. This also inflated the price of imported goods by about
14% overnight. The Minister of Finance, Downie Stewart, a champion
of financial orthodoxy, resigned rather than preside over an inflationary
measure. Protest mounted. A New Zealand Political Federation condemned the government for its 'socialism', its inaugural meeting resembling a United Party reunion with nine United MPs or former MPs present. 8 It only lasted six months. Also in early 1933, however, a movement
called the New Zealand Legion built up a nominal membership of nearly
20,000, seeking not only the nation's moral regeneration through the
abolition of party politics, but also an end to dependence on 'that
mysterious entity, the Government'.®
None of these groups managed to sustain strong organizational struc4 NZPD, 217, 1928, p.393.
5 See R. M. Burdon, The New Dominion, Wellington, 1955, p.69.
6 A. E. Davy, reported in the Otago Daily Times, 21 September 1927, p.213.
7 N.Z. National Movement, circular no. 2, October 1932, Legion Papers (3), University
of Auckland Library. National Opinion, 5 July 1934, p. 14.
8 Auckland Star, 9 February 1933, p.9. Otago Daily Times, 9 February 1933, p.8.
9 Legion circular no. 1, Legion Papers (1). For further discussion see the author's 'The
New Zealand Legion, 1932—1935', New Zealand Journal of History, V, 1 (April 1971),
pp.49-69.
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ture, prevent the growth of support for the Labour Party, or wean
indebted farmers away from their own heresies (the Country Party and,
increasingly, Douglas Credit). Why then did the Democrats imagine that
they could succeed where others had failed? First, the United Party had
shown that it was possible to come from nowhere and overturn the established political order. The Democrat Party was founded by former
United personnel hoping that history would repeat itself. Second, the
economic situation was still bad. Although prices for wool and meat
began to improve after October 1933, in January 1934 prices for dairy
products were less than half the January 1930 level. Moreover, registered
unemployment had risen in the same period from 5,000 to well over
50,000 (though the real level was nearer 80,000). Business was hardly
buoyant. With hindsight we know that the worst of the slump was over
by the end of 1934. At the time no one could guarantee that the early
indications of recovery would be sustained. Apocalyptic predictions continued to appear. Conspiracy theories—and conspiracies—flourished.
Finally, the Democrats believed that the new Minister of Finance,
Coates, had antagonized a sufficiently large section of opinion with his
'landslide toward State socialism' 10 to enable a new party to hold the
balance of power in the next Parliament.
Howls of anguish had greeted a series of government measures after
.the exchange rate crisis: a sales tax, compulsory conversion of loans to
lower interest rates, plans for a Central Bank and a state Mortgage Corporation, and the tampering with mortgage repayments through relief
and adjustment acts. Doctrinaires deplored the notion of private enterprise supplying revenue for state activities in return for being 'hampered
by Government interference, and subjected to competition by public
trading organisms which enjoy special privileges'. 11 In this atmosphere
the principal patrons of the Democrats, William Goodfellow, J. W. S.
McArthur, and A. E. Davy, were confident of securing, once more, a
toe-hold in politics.
Goodfellow, founder of the New Zealand Co-operative Dairy
Company, brought with him the dairy industry's antagonism to proposed quotas on produce for the British market, which Coates favoured
as a means of steadying prices. In 1933 he had established a Reciprocal
Trade Association to spread free-trade publicity throughout the
Auckland province. The new exchange rate was cited as a disability
placed on British imports which had supposedly caused considerable
resentment and support for quotas in London. 12 In attacking the quota
proposal Goodfellow claimed to represent dairy producers, but his
support for revaluation meant that he had more in common with urban
commercial interests. Further evidence of this commercial bias lies in his
10
11
12
July

J. P. Luke, reported in the Auckland Star, 18 May 1933, p.8.
Southland Times, 30 March 1933, p.6.
Practical Prosperity, 1, No. 1, pp.3-4. Interview with Sir William Goodfellow, 18
1968.
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antipathy to the Report of the Royal Commission on the Dairy Industry
of 15 October 1934. The Commission heard that Goodfellow's marketing concerns looked after the interests of the directors rather than of the
suppliers, and that Goodfellow's nominees were able to dominate the
Dairy Board. 13
Not surprisingly Goodfellow was particularly hostile to the Agriculture (Emergency Powers) Act based on the Commission's findings. This
gave an Executive Commission of Agriculture the power to regulate production and marketing. Such controls were anathema to merchants in the
industry who had always been suspicious of government interference.
They were joined in their condemnation of the government by the press
and the Chambers of Commerce. 14 Goodfellow argued for a Board run
by directors 'representing' producers, with no government officials
except in an advisory capacity." He described the proposed composition,
with three government nominees, as 'the most revolutionary and ultrasocialistic idea yet put forward'.' 6 And it prompted him to lend his
weight to a new anti-socialist party to fight the general election.
During 1934 Goodfellow's hostility to Coates was matched by that of
an Auckland speculator, J. W. S. McArthur. Like Goodfellow and
Davy, McArthur had helped to establish a 'United New Zealand Political
Organization' in Auckland in 1927. When this group merged with former
Liberals to create the United Party in 1928, with headquarters in
Wellington, McArthur turned to obtaining several millions of the
public's investment funds for private forestry development. 17 By
mid-1934 complaints reached various government departments from
investors unable to secure information about their money. The subsequent Royal Commission 'to inquire into and report on the promotion,
financial methods, control and operations of companies and corporations', reported on 9 June 1934 that thirteen financial trusts under
McArthur's control had failed to co-operate. 18 For some months there
had been an exodus from Auckland to Sydney of the principals of the
companies. Coates therefore asked Parliament to pass discriminatory
13 Dairy Products Marketing Commission, 1934, 211/20, II, p.311; IV, pp.3190-3197,
National Archives. Charges concerning Goodfellow's marketing activities were laid before
the Commissioner of Police. Frost to Coates, 29 December 1934, Marketing Department
Files, Dairy Products Marketing Commission, 1934, 211/4, 2 / 7 / 2 . Goodfellow's empire
was a model of vertical integration. His interests stretched from the sale of cream separators to the ownership of collieries which supplied power to dairy factories. Between 1926
and 1932 he held a monopoly of radio broadcasting as a consequence of his desire to have
the Waikato dairy region well-informed.
14 New Zealand Herald, 2 November 1934. p.10; 3 November 1934, p.15. Otago Daily
Times, 31 October 1934, p.6.
15 Dairy Products Marketing Commission, 1934, 211/22, XXXIII, p.4336.
16 New Zealand Herald, 2 November 1934, p. 13.
17 Evidence of the Commission into Methods of Company Promotion, 1934, T 67/10,
National Archives. New Zealand Critic, 11 October 1934, p.5. National Opinion, 2, No.
27, p.30.
18 Interim Report, A J H R , 1934, H—25, pp.12-14.
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legislation." The Companies (Special Investigations) Act was an exceptional piece of economic police action for a government to take. It
annoyed McArthur intensely. The Commissioners found that his parent
company and its subsidiaries were responsible for some outrageous share
deals and financial irregularities. 20
The episode had significant political repercussions. In a pamphlet
addressed to his share-holders McArthur counter-attacked by denouncing the Commission, the Government, and the Reform Party. He claimed that a 'gang' of Auckland financiers, led by the Director of the New
Zealand Insurance Company, had conspired against him through their
political connections. 21 He gained some sympathy for his stand against
'big interests'. The controversy seems to have itensified the suspicion of
bankers held by indebted farmers. Farming First (15 May 1935) asserted
that the clean-up legislation had been instituted 'not so much in the
interests of the public as in the interests of those who hold dominant
positions in the money-jugglery and share-jugglery business'. Such accusations were difficult to prove. Undeterred by this problem the Sunday
News, which lasted only for the duration of the scandal and was probably financed by McArthur, devoted its pages to defending the man and
his works. It suggested that the trusts were merely following sound banking practice. 22 This ran completely contrary to the evidence documented
by the Commission, and Parliament passed the Companies (Bondholders
Incorporation) Act in March 1935 to control bond-holding schemes. Nor
could McArthur prevent his companies being placed in the custody of the
Public Trustee, the ultimate humiliation for a right-wing doctrinaire.
Propaganda was not the only method employed by McArthur to
defend his interests. In January 1934, soon after the Commission had
been appointed, he had asked one of his share-holding colleagues, an
Auckland journalist, Richard Glover-Clark, to lobby MPs and stop the
Commissioners from making 'hostile' recommendations. Giving
evidence before an identical Commission in New South Wales,
McArthur recalled: 'I told Glover-Clark that we would have to organise
a movement to resist hostile attacks being made on us.' 23 In return for his
services Glover-Clark received £1,000 in 'travelling expenses'. McArthur
had plenty of finance, skilfully procured, to draw upon for his campaign. In a progress report of 3 August 1934 Glover-Clark mentioned to
his patron that a man who enjoyed the code name 'Anchor' (after the
New Zealand Dairy Company's trade mark) could 'bring into alignment'
19 NZPD, 239, 1934, p.53. By arrangement similar legislation was placed before the state
legislatures of New South Wales and South Australia on the same evening (8 August 1934).
20 Company Promotion Commission, 1934, particularly T 67/13 (1 & 6), 67/15. See also
A J H R , 1934, H—25, p. 10; H—27, p.42.
21 J. W. S. McArthur, McArthur Strikes Back at Coates and the 'Kelly Gang',
Wellington, 1934.
22 Sunday News, 18 August 1934, p.3.
23 Dominion, 21 September 1934, p. 11.
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various newspapers, including the Auckland Star and two Christchurch
dailies. Goodfellow was a director of New Zealand Newspapers Ltd. In
unmasking 'Anchor', the magazine Tomorrow remarked that: 'The
Democrats opened their Wellington Office just as the . . . Reciprocal
Trade Assn. closed theirs . . . and it seems more than a coincidence.' 24
According to Glover-Clark the dairy tycoon would 'enter into a five-year
contract at a stated salary with our friend of Polecat' to form a party
which could hold the balance of power when the next government took
office. 25
The 'friend' was A. E. Davy, and 'Polecat' his current employers—the
Reform Party. Davy had reverted to Reform in 1930 in disgust at the
United Party's 'sops and compromises' to socialism. Goodfellow had
little difficulty weaning him away a second time around. For by January
1934 Davy was becoming restless and urging Coates to break up the
Coalition and rejuvenate the Reform Party element. After a delay of
nine months Davy resigned and launched a diatribe against the Government: 'I have always opposed State Socialism and undue interference
with the rights of private enterprise and the individual and the present
tendency, together with other points of policy, have left me no option
but to resign . . . The present Government is Socialistic by inclination,
action and fact.' 26 Davy switched parties like other people switched hats:
from Reform in 1925 to United in September 1927, back to Reform on 21
November 1930, to the Democrats on 29 September 1934. Yet he should
be credited with a consistency which belied his actions. He always
haunted the doctrinaire right—and he always sported a bowler hat. His
parties let him down.
Goodfellow, McArthur and Davy, all of whom had been involved in
the formation of the United Party, had been driven together for a second
time by common opposition to state intervention. But these backroom
figures soon quarrelled. Davy, who thought free trade an outworn issue,
rejected Goodfellow's choice of party leader, a free-trader and refugee
from the Beaverbrook press in London, F. W. Doidge. He also exceeded
his instructions by finding too many party candidates. Goodfellow who
had wanted a small group to hold the balance of power in Parliament,
sued Davy to recover part of the organizer's salary. 27
Davy experienced great difficulty in recruiting prominent men to lead
the Democrats. Approaches were made to Sir Alexander Herdman, for
example, with suggestions that he might become leader. Herdman had
been Attorney-General for much of the First World War and had
recently left the Supreme Court Bench. He expressed the fears of stalwart
24 Tomorrow, Vol.1, No.41, p . l . See also National Opinion, 2, No. 27, p.30.
25 Evening Post, 20 September 1934, p. 12. Otago Daily Times, 21 September 1934, p.9.
26 Auckland Star, 29 September 1934, p. 10. See also B. H. Farland, 'The Political
Career of J. G. Coates', M.A., thesis, Victoria University of Wellington, 1964, p.243.
27 Interview with Sir William Goodfellow, 18 July 1968. See also C. G. Rollo, 'The
Election of 1935 in New Zealand', M.A. thesis, University of Canterbury, 1950, p.20.
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yeomen when he complained that 'there is little to distinguish the Socialism of Messrs. Forbes and Coates from the Socialism of the Labour
Party'. 2 8 However, the former Justice was reputedly contemptuous of
Davy, and like Doidge stood as an Independent in the election. 29 Davy's
frequent change of party allegiance no doubt caused others to question
his reliability and to make them hesitant about joining the Democrats.
Downie Stewart would have made an ideal leader but he was wary of
vote-splitting. In fact he came under constant pressure from dissident
conservatives to lead a new party with a policy of tax cuts and a revaluation. He was informed that many businessmen feared a Labour victory,
but were refusing to offer subscriptions to the government's election
campaign. Admirers urged Stewart to join the Democrats. An enthusiast
even suggested that after the Democrat victory Coates would be shunted
off to London as High Commissioner. 30 It is interesting to note that the
then High Commissioner, Sir James Parr, had also been approached 'to
come back and take a leading part', but he felt that he could not 'break
his contract' with the government. 31 The Democrats were casting a wide
net as they trawled for a celebrity. No doubt they would have contacted
Sir Joseph Ward had he still been alive. For his part Stewart adamantly
refused to form or join a vote-splitting party. He conjectured that his
only course would be 'to stand as an Independent-Coalitionist in hope
that if a majority of non-Labour men is returned, the party in the
Government can be reconstituted'—presumably on business lines.32 In
the event Stewart found himself defending the government which he had
voted against so often, recognizing that a united front was essential to
prevent a Labour victory. 33
It was significant, however, that Stewart and Herdman were both held
in high esteem by the Democrats and not opposed by them in the election. The Democrats also arranged not to harass four independent MPs
who had voted against the government during the exchange crisis and
who were noted for their extreme anti-socialist views. H. Atmore
(Nelson) had been a Cabinet Minister in the United Government; C. A.
Wilkinson (Egmont) was a one-time Reformer who had voted with Ward
on the no-confidence motion in December 1928; R. A. Wright (Wellington Suburbs) and W. D. Lysnar (Gisborne) were both seasoned antiCoates independents who had broken with the Reform Party. The same
dispensation applied to the Mayor of Palmerston North, A. E.
28 H. Black, Sunshine and Shadow, Dunedin, 1947, p.193. Prime Minister's Department
Files, 15/33, National Archives.
29 Wells to Coates, 25 March 1935, Coates Papers (3), General Assembly Library,
Wellington.
30 Scott to Stewart, 22, 31 July 1935, and letters to Stewart from Hocken (24 June),
Thompson (9 July) and Russell (17 July), Stewart Papers, Hocken Library, Dunedin.
31 Parr to Stewart, 17 September 1935, Stewart Papers (1/P).
32 Stewart to Thompson, 27 June 1935, Stewart Papers (1/T).
33 Election pamphlet, 27 November 1935, Stewart Papers (4/H).
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Mansford, an extremist who apparently contemplated joining the
Democrats before standing as independent for the city. 34
Ultimately the leadership of the Democrats fell by default to a lawyer,
the Mayor of Wellington, T. C. A. Hislop. He commanded prestige in
Wellington among rabid anti-socialists, but was not well-known in the
country at large. He had supported the New Zealand Legion (now
rapidly fading into oblivion) and proceded to court its followers. 35 At
least six former Legionnaires became Democrat candidates: J. Caughley
(Kaipara), H. D. Caro (Hamilton), H. H. Corbin (Rotorua), H. Harker
(Bay of Plenty), N. R. Jacobsen (Napier), and D. S. McGhie (Pahiatua).
But it was the contingent of disgruntled ex-United personalities which
supplied Davy with the experience for which he was searching. He
managed to get the support of three former Cabinet Ministers who had
been catapulted into office by Ward in the aftermath of United's election
triumph in 1928, namely: J. B. Donald (Auckland East), A. J. Stallworthy (Eden), and W. A. Veitch (Wanganui). All of them had been
squeezed out of their departments to make way for Reform Party men as
a consequence of the United-Reform Coalition in September 1931. Two
others, T. W. McDonald and T. Makitanara were now standing for the
same seats (Wairarapa and Southern Maori respectively) which they had
represented as United MPs from 1928 to 1931. W. A. Donald, D. F.
Dennehy, and M. H. Oram had been prospective United Candidates at
one time or another and were now put up for Waitemata, Christchurch
North, and Manawatu respectively. In addition to Hislop (who stood for
Masterton) there were six Democrats who had been prominent in local
politics as Mayors: Caro (Hamilton), Harker (Wairoa), M. McKenzie
(Blenheim, standing for Wairau), W. H. Woods (Ashburton, standing
for mid-Canterbury), Mrs R. Black (Dunedin, standing for Dunedin
North), and A. T. Newman (Gore, standing for Mataura). Otherwise the
Democrat Party, fielding fifty-four candidates in all, was full of political
neophytes.
They expressed the same fears of socialism and bureaucracy which had
pervaded earlier right-wing movements. According to Hislop, three economic advisers to the government—Drs Sutch, Campbell, and
Belshaw—were 'well-known and convinced socialists'. 36 In his election
notice Stallworthy announced that a vote for the Coalition was 'a vote
for the Socialist-Communists'. 37 Although such abuse was a normal
feature of New Zealand election campaigns there is little doubt that the
Democrats genuinely believed that individualism was being undermined
by the government's state socialism. Davy promised that the party would
ensure the 'encouragement of private enterprise and initiative and the
34 Manawatu Daily Times, 2 October 1935, p.5. Manawatu
November 1935, p.2.
35 Manawatu Daily Times, 15 October 1935, p.7.
36 New Zealand Herald, 2 October 1935, p. 16.
37 ibid., 26 November 1935, p.3.
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abolition of State Socialism and undue interference; a review of the present system of regulations and restrictions, with the object of simplifying
and reducing them to a bare minimum of necessity; State trading concerns to be reduced as far as possible, be required to pay taxes, and
generally be placed on the same footing as private enterprise'. 38 As well
the Democrats capitalized on the alienation of small-scale businessmen
and import merchants by promising to revalue the pound. Investors who
had been antagonized by mortgage relief legislation were promised repeal
of its most aggravating features.
All this was offered under the guise of cleaning up the political process. In language reminiscent of the New Zealand Legion's woolly verbiage, Veitch urged his listeners to give up 'narrow thoughts and petty
considerations and make up our minds to lead the people towards
national unity'.3® Yet the Democrats could hardly have been more sectional in their interests themselves. Of the forty-six candidates for whom
information is available, eighteen were businessmen or company directors and another four combined trade with farming; sixteen would be
described as professionals (mostly self-employed accountants, lawyers
and the like); eight were farmers. As the editor of Tomorrow observed:
'there is in the middle-sized towns a great discontent of the petit
bourgeoisie with what they call the socialism of the Government to be
made use of.' 4 0
The Democrats hoped to attract support from the poorer sections of
the community, promising increased pensions and an £8 million loan in a
year to provide work at standard rates of pay. But most voters were
unimpressed by anything which savoured of gimmickry. The United
Party's landslide of 1928 could not be repeated. Democrats could not
erase the public's memory of that great hoax: the United Party and its
£70 million loan. Their disguise as 'liberal' humanitarians would fail to
convince the electorate as a whole. Faith in the Party's 'liberal' bait did
encourage Veitch to predict that 'we are going to cut far deeper into the
votes that the Labour Party would get than into the votes that the
Government would get'. 41 But it was wishful thinking. The Labour Party
pointed out that as a Minister in United Cabinets of 1928-31, and as a
supporter of the Coalition until the exchange rate crisis, Veitch had
helped Forbes and Coates to 'devastate' New Zealand. 42 The majority of
those who had experienced poverty and unemployment turned their
backs on a cause which espoused self-help. The Democrats were
38 Auckland Star, 29 September 1934, p.10. See also New Zealand Herald, 15 October
1935, p . l l .
39 NZPD, 242, 1935, p.291.
40 Tomorrow, 1, No. 39, July 1934, p.2; No. 43, August 1935, p.l.
41 NZPD, 242, 1935, p.272.
42 J. A. Lee, Four Years of Failure, Wellington, 1935, p.16. Masterton voters were also
informed that as Mayor of Wellington Hislop had sacked 300 workers and reduced wages
and salaries. Wairarapa Daily Times, 18 November 1935, p.6.
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manifestly a party of ultra-individualists, intent on operating a system
which cried out for even more state interventions.
Coalition supporters were more realistic and justifiably feared that the
Democrats would split the non-Labour vote. Reform Party officials
regarded Davy as particularly dangerous: 'He knows the weak spots of
our show and will not be long in getting alongside them.' 4 3 Consequently
the Coalition's publicity machine issued propaganda to combat the doctrinaires. Coalition speakers were told that the Democrat programme
would result in a budget deficit of £22 million, that it was full of its own
brand of socialism, and that the Party's proposals 'read like the prospectus of a McArthur Company'. 4 4
In spite of having been trenchant critics of Coalitian policies, conservative editors now deplored the possible effects of a Democrat intervention. 4 ' Exceptions were the editors of the Dominion and Evening Post
of Wellington who warmed to Democrat policy: 'it must be conceded
that the programme has several attractive features, the principal one of
which is that it is a programme.' 4 6 Similarly the editor of the Mercantile
Gazette welcomed on behalf of commercial interests the new body of
'able and patriotic men', looked forward to fewer farmers in Parliament,
and predicted that Coates's decision to force through devaluation and his
'determination to foist upon the country a Central Bank' would mean
defeat for the Government. 47 In general, however, the conservative press
was anxious to prevent a divided anti-Labour vote. Recalling 1928, the
New Zealand Herald (2 October 1935) ridiculed the Democrat platform
as 'more marvellous than the United Party ever conceived'.
Conservative politicians also appreciated that factionalism was a
luxury which they could ill afford in an election which Labour was
bound to contest vigorously. Some, like Downie Stewart, decided not to
leave the Coalition fold, and even Glover-Clark abandoned the exposed
Democrat pasture to wander back to the Reform Party's shelter. As the
election approached many others sought a formal merger between the
Coalition partners. On 12 May 1935 R. Masters (United) and F. Waite
(Reform) announced an 'amalgamation' under the umbrella of a
National Political Federation. There were few major policy differences
to keep United and Reform apart; the National Political Federation
would establish a common front against the 'alien doctrine of Socialism'
in the run-up to the election. 48 There remained some reluctance among
Coalition members to embrace old rivals. Adam Hamilton (Acting
43
44
also
and
45
46
47
48

Livingstone to Coates, 11 September 1934, Coates Papers, 2/Canterbury.
Prime Minister's Department Files, 15/1, Memoranda 30 & 46; 15/13, p. 3; 15/15. See
the large anti-Democrat advertisement in the Wairarapa Age, 21 October 1935, p.3,
an interview with Coates in the Manawatu Daily Times, 9 October 1935, p.4.
See, e.g., the Manawatu Evening Standard, 5 November 1935, p.6.
Dominion, 3 October 1935, p.8. Evening Post, 1 October 1934, p.8.
Mercantile Gazette, 20 September 1933, p. 1045; 21 April 1935, p.921.
New Zealand Herald, 13 May 1935, p.8; Otago Daily Times, 13 May 1935, p.8.
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Minister of Finance while Coates was overseas) stated that there had
been no inter-party caucus and that there was no suggestion of the parties
losing their identities. The two organizations would merely work
together. 49 Nevertheless, Coalition candidates entered the election in
November with the new name 'National', a step on the way to the formation of the National Party proper in 1936.
Their doctrinaire rivals, the Democrats, relied mainly for support on
small-town entrepreneurs, a handicap which the election results were to
confirm. An analysis of the results in four European electorates in which
the same candidate had stood for United in 1928 further illustrates the
predominantly right-wing appeal of the Democrat Party. For many electors in 1928 United was something of a bridge between Reform and
Labour, but in 1935 former United MPs now standing as Democrats
fared worst in polling booths served by low-income areas. By contrast in
more conservative areas, where Reform had polled well in 1928, the
United/Democrat candidate suffered a smaller decline. In Wanganui,
for example, Veitch's percentage share of the vote fell 43% in workingclass Aramoho, but only 2.3% in the solid conservative booth of St.
John's Hill. In Wairarapa there had been no Labour candidate in 1928,
but McDonald's vote fell 14.5% in the conservative rural booths of East
and West Taratahi in 1935; 47.35% in working-class areas of Upper
Hutt. Stallworthy's fate was similar in Eden. In 1935 he showed a 16.4%
decline on his 1928 vote in conservative Mount Eden, but collapsed by
34.6% in stronger Labour territory at Kingsland. Similar observations
can be made for electorates where the Democrat had not stood for
United in 1928. In Manawatu, for example, M. H. Oram polled only 676
votes, but 50% of them were from the commercial centre of Levin. On
the whole Democrats were commercially-oriented right-wing protesters.
The candidates had several problems to contend with: a hostile reception from the bulk of the press, internal dissension, delayed publicity,
and lack of money. 50 To some extent these weaknesses had also afflicted
the United Party. However the Democrat Party's greatest difficulty was
that it could not extend its appeal very far beyond merchants, investors,
rentiers and businessmen who had been antagonized by the Coalition's
'state socialism'. Like Oram, McDonald in the Wairarapa made greatest
impact in the small service towns: Martinborough, Carterton, and
Greytown. Outside of such bastions seven years of depression had completed the process by which many of those who had voted United in 1928
moved on to vote Labour in 1935.
It might be as well, however, to enter a note of caution and qualify the
assumption that every Democrat vote was a displaced National vote. It
can reasonably be concluded that only in eight seats (Hauraki, Hamilton,
Bay of Plenty, Rangitikei, Masterton, Wairarapa, Wairau, and Mid49 Otago Daily Times, 14 May 1935, p. 10; 16 May 1935, p. 10.
50 Interviews with Rev. B. Risely (Democrat, Lyttelton), 28 January 1969, and W. A.
Donald (Democrat, Waitemata), 29 August 1966.
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Canterbury) was the non-Labour vote so crucially divided between the
National and Democrat candidate as to give Labour a narrow victory. In
Wairarapa, for example, McDonald took about a third of the nonLabour votes and Labour won the seat by a mere 0.34% of the formal
votes cast:
Card
(National)
3,648
McDonald
(Democrat)
2,033
Roberts
(Labour)
3,681
Thomsen
(Independent)
91
The Independent played only a minor vote-splitting role, and it is clear
that the intervention of the extreme anti-socialist Democrat had enabled
Labour to win one of the country's dyed-in-the-wool conservative seats.
Elsewhere Labour triumphs were more substantial. For Labour to
have trailed in second place one has to assume that virtually all Democrat
votes would otherwise have gone to the National candidate. One cannot
be absolutely sure of this, that every voter was motivated by ideology,
rather than say the personality of the candidate. Perhaps the elegant
Stallworthy attracted a few votes in Eden that would have gone to
Labour in his absence, notwithstanding his anti-socialism. The result in
Eden was:
Anderton
(Labour)
5,946
Clarke
(National)
3,458
Pickering
(Liberal)
155
Stallworthy
(Democrat)
3,481
If Stallworthy had been absent and 500 of his 3,481 supporters had voted
Labour (the rest National) then Labour would still have gained the seat.
Obviously Eden is a marginal case. But in Wanganui Labour would still
have won in Veitch's absence if as few as 100 of his 3,308 voters had preferred Labour to the unpopular Coalition candidate. Since Veitch was a
local celebrity with working-class antecedents who had cultivated the
electors for many years it seems probable that he attracted some 'loyalty'
votes. One cannot assume that these would all have gone to National in a
straight fight with Labour. The same is true of the Marsden and Waitaki
contests. In Waitaki only a tiny proportion of the Democrat's vote
needed to have been denied the National candidate for Labour to have
carried the day anyway.
So it would be tendentious to say that the Democrats were responsible
for the defeat of the government, and to suggest that they allowed
Labour to win more than twenty seats 'which might not otherwise have
fallen their way' 51 is certainly an exaggeration. Nothing can be proved
conclusively, of course, but the most reasonable guess is that the
Democrats helped Labour to win between eight and twelve seats.
Independents or Country Party candidates confuse the picture in another
51 Michael Bassett, Three Party Politics in New Zealand 1911—1931, Auckland, 1982,
p.64.
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group of electorates: Tauranga, Waikato, Manawatu, Otaki, Waipawa,
Rotorua, and Invercargill. In all of these, except Invercargill, the
Democrat polled substantially lower than some other hopeful and can
hardly be held responsible for letting Labour through. In Ward's old
electorate of Invercargill it is impossible to decide who was splitting
who's vote:
Denham
(Labour)
4,241
McChesney
(Indep. Liberal)
2,595
Miller
(National)
2,708
Reed
(Democrat)
3,895
From beyond the grave Ward would have been entitled to a wry smile.
Stunned by the overall election result, several contemporary observers
blamed the government's neglect of commercial interests, its violation of
the 'sanctity of contracts', and the presence of the Democrats to take
advantage of discontent. H. C. Jenkins, editor of the Wanganui
Chronicle, wrote to Downie Stewart in this vein: 'The Exchange Issue on
which you left the Government eventually brought it down like a House
of Cards.' 5 2 In truth, not only did the Democrats fail to win a seat, they
merely contributed to the government's defeat. Labour's performance
was impressive, increasing its share of the vote by 14% over the 1931
figure. Indeed there was little chance of the Democrats overhauling
Labour candidates to win seats thus holding the balance of power. The
precondition for Democrat success under the first-past-the-post system
was a weak performance by Labour and a swing to the right so that
Democrats could rob National candidates of victories.
Against National the Democrats commanded the allegiance of only the
more committed protesters. Given this, and given the substantial leftward shift of the electorate as a whole, it is perhaps remarkable that the
Democrats managed to gain as many as 67,235 votes, or 8% of all formal
votes cast in European seats. Under a system of proportional representation this would have given them six seats, with 36 for Labour and 25 for
National. Depending on how one redistributes the votes for independents, allowing one or two seats for the Country Party, the Democrats
might just have achieved Goodfellow's dream of holding the balance of
power. In the context of the anti-socialist forces, and bearing in mind the
unfavourable political trends, this new party with its old message did
make a significant impact. Democrats took 15% of all non-Labour
votes, beat National for second place in Eden, Wanganui and Invercargill, and pressed National hard elsewhere. If one considers independent doctrinaires as well, then the extremist share of the non-Labour vote
rises to about 25%. Wilkinson (Egmont), Wright (Wellington Suburbs),
Atmore (Nelson), and McDougall (Mataura) actually won their contests.
Mansford came within 115 votes of taking Palmerston North. Herdman
52 Jenkins to Stewart, 12 December 1935, Stewart Papers (1/J). Similar comments were
made in Round Table, 26, 1935, p.427; New Zealand Herald, 28 November 1935, p. 10;
Otago Daily Times, 20 November 1935, p. 10.
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(Parnell), Doidge (Rotorua), Lysnar (Gisborne), Samuel (Thames),
Ormond (Waipawa), and Harris (Waitemata) all polled over 2,000 votes.
Within the anti-Labour context, therefore, doctrinaires were a power to
be reckoned with and in spite of broad electoral failure the right-wingers
had a lasting impact on anti-socialist politics.
Most of the doctrinaires eventually supported the National Party, as it
soon became, though their record of rebellion excluded them from
immediate positions of leadership. For some, the leadership struggle
within the National Party might have delayed full integration. On 4
December 1935, shortly after the election, ex-Prime Minister Forbes convened a rump of caucus MPs to get himself elected as leader. Coates
found this intolerable. He explained to Stewart that he considered
Forbes' capabilities to be 'just NIL', and that he had carried the 'heavy
weight' for too long." The old feud between United and Reform persisted. When the Provisional Dominion Council of the National Party
met on 19 August 1936 it rejected Adam Hamilton as an alternative
leader to Forbes. The following day a group of National MPs reaffirmed
their loyalty to Forbes. 54 The 'heavy weight' finally resigned in
November 1936.
Wearying of the distasteful business, Coates reported to Stewart that
the Party was feeble and divided in Parliament. S. G. Holland, Col.
Hargest and C. A. Wilkinson (now a National MP) were against him:
'The feeling was that the "old gang" should go . . . . The matter of
leadership was settled by my saying that Hamilton was the only man I
could help, and a block of some six or seven were definite that if
Hamilton was not accepted we should thereafter become a separate
group.' 55 Thus Hamilton became leader. But Coates was still the
National Party's most forceful personality, and doctrinaires suspected
that 'Mr Hamilton was a stalking horse' for him. 56 Ironically, the
rebellious Stallworthy had made his peace by the beginning of 1937 and
was kept busy trying to win over right-wing recalcitrants in Auckland to
the National Party cause. 57 An Aucklander, R. M. Algie, later Speaker
of the House, founded a Freedom Association in that year to oppose the
trend by which the individual was 'being completely subordinated to the
authority and dictation of the Government'. 5 8 It eventually agreed to cooperate with the National Party. In March 1940, however, A. E. Davy
organized a Peoples' Movement to prosecute more active opposition to
the Labour regime. The Movement regarded both Labour and National
as 'socialist'. Evidently the Coates-Hamilton influence was a major
53 Coates to Stewart, 4 December 1935, Stewart Papers
54 National Party Minute Book, 19, 20 August 1936,
Library.
55 Coates to Stewart, 5 November 1936, Stewart Papers
56 National Party Minute Book, 11 February 1937.
57 ibid.
58 'Objects of the Freedom Association', Coates Papers
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obstacle to the reconciliation of doctrinaires. Indeed the National Party
struggled along in a state of disarray until S. G. Holland, the former
Legionnaire and persistent opponent of Coates, was elected leader in
November 1940. The Peoples' Movement amalgamated in February
1941, embracing Holland as one of its own kind. Its President, E. R.
Toop, explained: 'We were always willing to retire from the political
arena, provided we could see a leader who would assure us of a sincere,
non-sectional and less party outlook [sic] and by his policy would restore
confidence in the real alternative to apathetic acceptance of exaggerated
State control and interference.' 59
From time to time since then right-wingers have threatened to revolt.
The debate surfaced briefly in the mid-1960s when the economy stalled
badly. And in the slump which began in the late 1970s doctrinaires of
monetarist persuasion have challenged anew the Party's pragmatic
approach to state control over private enterprise. At the 1982 Party conference feeling among free-marketeers ran so high that the Party leader,
R. D. Muldoon, no stranger to anti-socialist rhetoric himself, felt obliged
to deliver a spirited lecture on pragmatism. But it was the election of a
new President, who was assumed to be responsive to the demands of
young ideologues, which eventually contained the revolt. 60
As a rule doctrinaires have operated from within the Party since the
1940s. Algie, for example, entered Parliament in National's cause in
1943 and remained a loyal servant. The former Vice-President of the
Democrats and friend of Goodfellow, J. B. Donald, ended his days as
the Chairman of the Constitutional Society, retaining the old creed:
'More businessmen in the biggest business in the country.' His merchant
house made large donations to the National Party, including £500 for the
1966 general election campaign. 61 Unlike those rural interests with a
craving for cheap and plentiful borrowing, who turn to Social Credit
from time to time, the laissez-faire right has lacked an equivalent sanctuary. Threats to break away have rarely come to anything, partly
because the extremists have been deterred by the prospect of Labour
gaining thereby.
Perhaps, too, the Party leadership realized the value of individualist
rhetoric whilst sometimes pursuing interventionist policies. Not even
S. G. Holland dared to dismantle Labour's welfare legislation when he
became Prime Minister in 1949—though he proved a competent redscare politician in the 1950s. The analogy between business and government remains a powerful image for the Party. K. J. Holyoake, who
succeeded Holland as leader in 1957 and was an interventionist himself,
remarked as Prime Minister in mid-1960s: 'I see Cabinet as the board of
59 Otago Daily Times, 19 February 1941, p.6. New Zealand Herald, 20 February 1941,
p.8.
60 Dominion, 28 July 1982. Auckland Star, 3 August 1982, p.2. Evening Post, 2 August
1982, p.14.
61 Interview with J. B. Donald, 7 December 1966.
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directors of the biggest business in the country.' 62 The present rules of
the Party make a modest reference to encouraging private enterprise and
individual freedom. Yet the stronger sentiments of the Party's original
manifesto of 1936 have never been forgotten: 'To promote good citizenship and self-reliance; to combat communism and socialism; to maintain
freedom of contract; to encourage private enterprise; to safeguard individual rights and the privilege of ownership, to oppose interference by the
State in business, and State control of industry.' 63 The Democrats should
not have quibbled at this, though they had to wait, perhaps, until they
got a leader in Holland to suit them. Potentially a disruptive force, the
spirit of the Democrats has been trapped within the National Party.
Future students may yet discover that the spirit, suitably tamed, has contributed to informing and sustaining the Party's campaigns to
monopolize political power in New Zealand.
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