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THE 'RURAL CRISIS' experienced in New Zealand in the mid-1980s has 
drawn attention to earlier periods of rural depression and the measures 
taken then to counter rural indebtedness and the fall in farm incomes. In 
the late 1920s and early 1930s, the government revised the taxation system 
and expanded subsidies in ways that assisted farmers but, even by 1931, it 
was clear that further intervention was necessary to prevent widespread 
foreclosures and mortgagee sales. Although some of the measures taken 
applied to all mortgagors, this paper is concerned only with those that were 
of direct concern to farmers. Mortgage relief for farmers was explicit or im-
plicit in more than a dozen pieces of legislation passed between 1931 and 
1936 as successive governments tried to cope with the worsening crisis and 
then, from 1934, as they tried to restructure farm finance in a way that 
would allow the market to determine farm values and interest rates. This 
paper examines those measures and their impact; it also traces the 
emergence of a realization that the plight of farmers was caused not only by 
fickle overseas markets, but also by the inadequacies of government 
policies and farming practice within New Zealand. We do not attempt any 
comparison between the 1930s and the 1980s except to note that the media 
coverage of the 'rural crisis' in the months preceding the announcement of 
the government's 'farm package' in July 1986 revealed some striking 
similarities with the 1930s in both the diagnosis of rural ills and the rhetoric 
used in debating them. 

Although mortgage relief was frequently discussed at some length by 
contemporary commentators, and by some historians in the 1950s and 
1960s, it has been relegated to a few lines at most in more recent works.' In 

1 See J . B. Condliffe, The Welfare State in New Zealand, London, 1959, pp.29-32; R. M. 
Burdon, The New Dominion. A Social and Political History of New Zealand between the 
Wars, Wellington, 1955, pp. 149-62, 220-1. Cf. W. H. Oliver with B. R. Williams (eds), The 
Oxford History of New Zealand, Wellington, 1981, pp.247-8. Economic Record published 
regular commentaries on mortgage relief across the 1930s. 
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their preoccupation with the rise of Labour, and Labour politicians, 
historians have tended to play down both the attempts by the Coalition to 
overcome the depression and the continuity of some policies from Coalition 
to Labour.2 Central to these policies, both before and after 1935, was a 
belief that 'before we can recover from the present depression primary in-
dustries must be placed on a satisfactory basis that will show a profit'.3 In-
creasing production, mechanization, the marketing of primary products 
overseas, and maintaining a satisfactory exchange rate were all essential to 
that recovery but so, too, was the finding of a solution to the problems of 
rural indebtedness and farm viability. In practice, the mortgage relief 
legislation introduced in the 1930s protected potentially viable farmers 
from the worst effects of depression and kept them on their land; and by 
protecting that 15-20% of farmers whose situation was marginal, it also 
protected those whose position was threatened but not yet critical. 
Mortgage relief was thus fundamental to the survival and subsequent 
recovery of export-based agriculture. 

The fall in export prices that marked the onset of rural depression in 
1929 was dramatic but hardly unexpected. The decade since the First World 
War had seen a rural land boom, marked price fluctuations, and a signifi-
cant number of settlers walking off their land. By paying well above market 
value for land for soldier rehabilitation settlements, and by expanding loan 
schemes, the government had fuelled land speculation. Throughout the 
decade, land prices followed export prices with sharp upward movements in 
the former in response to any encouraging signs in the latter. With credit 
freely available, many farmers borrowed heavily but were then unable to 
cover the cost of their indebtedness as prices dipped in 1921-2 and again in 
1925-6. A return to record price levels in 1927-8 again renewed land 
speculation and added to the numbers of farmers whose vulnerability was 
exposed by the collapse of commodity prices from 1929. 

Given that the immediate and obvious cause of the depression was the 
collapse of export returns, and given the unchallenged primacy of the rural 
sector in the economy, the government's initial response was to attempt to 
ameliorate the effects of what seemed to be yet another short-term, if 
serious, market fluctuation. Thus, between 1929 and early 1931 rural sub-
sidies were expanded and the banks depreciated New Zealand's currency by 
10% against sterling.4 By this time, however, it was clear that the depression 

2 The most notable exception is G. R. Hawke. See: 'The Government and the Depression of 
the 1930s in New Zealand: an essay towards a revision', Australian Economic History Review, 
13 (1973), pp.72-95; and The Making of New Zealand: an economic history, Cambridge, 1985, 
pp.114-62. 

3 Report of the Economic Committee, Appendices to the Journals of the House of 
Representatives (AJHR), 1932, B-4, p.9. 

4 On subsidies, see H. R. Rodwell, 'Taxation, Grants and Subsidies in Relation to Farming', 
in H. Belshaw, et al. Agricultural Organization in New Zealand: A Survey of Land Utilization, 
Farm Organization, Finance and Marketing, Melbourne, 1936, pp.211-32. 
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was world-wide, and that the situation in New Zealand was deteriorating 
steadily. The clearest indication of this was the number of registered 
unemployed which rose from 5500 in mid-1930 to 44,500 a year later. In-
voking its slogan of 'sharing the burden' across the community, the govern-
ment legislated to reduce the wages of civil servants by 10% and to allow a 
similar decrease in wages controlled by the Arbitration Court. There were 
changes to both land tax and income tax legislation but, with reduced in-
comes and many exemptions, further tax relief would hardly save those 
who were facing ruin.5 The government therefore sought an expedient that 
would be inexpensive, but would keep efficient farmers on their land, 
thereby protecting production, rural employment, and national income 
(and, thus, it was believed, the welfare of urban dwellers). 

The modification of mortgage conditions was not new in New Zealand. 
A 'mortgage moratorium' had been imposed as a war measure in 1914, and 
then extended in the early 1920s to protect heavily indebted farmers as well 
as stock firms and others who stood to lose unsecured farming debts. Under 
this legislation a mortgagee could not demand repayments of principal and 
could not move against a mortgagor without the permission of the Supreme 
Court so long as interest payments were kept up to date. And because of the 
difficulties facing ex-servicemen and other recent settlers, provision had ex-
isted for the revaluation of properties under Crown leases and mortgages 
since 1923. As the depression had started to bite in the late 1920s, Commis-
sioners of Crown Lands had been appointed conciliators in the revision of 
mortgage terms, and the Rural Intermediate Credit Board had been obliged 
to defer or remit the obligations of some of its borrowers.7 But none of 
these measures had operated on a major scale and they were thus of little 
comfort to a government about to introduce legislation that was seen by 
many as an attack on the sanctity of private contracts. 

It is hardly surprising, then, that the government's first steps towards 
mortgage relief were tentative. Under the Mortgagors Relief Act passed in 
April 1931, defaulting mortgagors were to be given one month's notice of a 
mortgagee's intention to sell or enter into possession of a mortgaged pro-
perty, or to petition for bankruptcy proceedings. During this period, the 
mortgagor could apply for relief to the Supreme Court in respect of mort-
gages exceeding £2000, or to a Magistrate's Court in respect of lesser 
amounts. The court could thereupon prevent the mortgagee from taking 
any action for up to a year. 

In introducing the bill, the Prime Minister, G. W. Forbes, tried to deflect 
criticism on the contracts issue by stressing the extremity of the situation: 
'No one wants to set aside contracts which have been entered into, because, 

5 In the early 1930s fanners paid less than 5% of direct taxation compared with about 15% 
in the late 1920s. Ibid., p.220; taxation statistics from New Zealand Official Year Book. 

6 Under the Discharged Soldiers Settlement Act, 1923, and subsequent legislation. 
7 Report of the Rural Intermediate Credit Board, AJHR, 1931, B-14. 



MORTGAGE RELIEF IN THE 1930s 231 

ifter all, the whole of our progress is built on contracts, and one desires to 
listurb them as little as possible. But there are occasions — and this is one 
— when it is necessary to afford some protection against those who will not 
ook at the position in a reasonable light, and wish to take advantage of the 
situation." While some Labour politicians shared Forbes's concern, the 
Leader of the Opposition, M. J. Savage, was critical of what he saw as 
iiypocrisy, suggesting that 'it is only when money contracts involving big in-
terests are concerned that we seem to have any pronounced reverence for 
the sanctity of contracts'.9 While Labour conceded that many mortgagors 
were in difficulty, and criticized this and subsequent legislation because it 
placed the burden of initiative upon struggling farmers, its leaders also took 
the opportunity to criticize policies that had led to the development of 
agriculture at any cost and caused the destruction of any realistic relation-
ship between land values and export prices. As Savage argued, 'The ques-
tion is whether we are going on for ever trying to get out of the land what 
has never been in it, and sacrificing a number of farmers in the process. . . . 
We must face up to the facts, and the facts are that on the average prices 
obtained for primary produce a great many people are in difficulty because 
they have paid too much for their farms."0 

Despite the rhetoric, however, there was no serious challenge to the fun-
damental precept that the country's economy rested on an agricultural 
foundation that was in danger of collapse. At this stage the contribution of 
domestic factors to farmers' problems was hardly recognized. Even J. G. 
Coates, himself a farmer and a dominant figure in the Coalition Cabinet, 
commented as late as April 1932: 'The country was faced with a crisis and a 
crisis that threatened to eliminate entirely a great section of the community 
— the farming community — upon which the country must depend for its 
ultimate prosperity. The position has been brought about entirely by a fall 
in price levels and has resulted in a disturbance and upheaval which was ex-
tremely difficult for all classes. The Government felt it was essential, in the 
interests of the country, that the primary producer should be kept on his 
land.'" 

The Mortgagors Relief Act had stemmed the flow of mortgagee sales (77 
had been scheduled in the month before the passing of the Act)12 and had 
led to a total of 630 applications to the courts for the deferral of mortgagee 
action between April and September 1931. Of those decided in this period, 
some 40% were granted relief, 25% were refused, and the remaining 35% 
were withdrawn generally, but not always, because a private compromise 

8 New Zealand Parliamentary Debates (NZPD), 1931, 227, p.823. 
9 ibid., p.826. 

10 ibid., pp.825, 827. 
11 Notes of a Conference of Chairmen of Adjustment Commissions, 13 April 1932, Justice 

Department, Series 1 (Jl), 1933/2/2 (1), National Archives (NA). 
12 See Supreme Court returns to circular of 14 April 1932, J l , 1933/2/1. 



232 BARRIE MACDONALD AND DAVID THOMSON 

had been reached.13 But this first Act, while forestalling some mortgagee 
sales, had done little for most of the farmers who could not meet their com-
mitments. This, and political considerations, led to the passing of the Mort-
gagors Relief Amendment Act just before the general election of 1931. The 
amendment applied only to land 'mainly or substantially used for farming 
purposes', a restriction justified by Forbes on the grounds that 'the pros-
perity of every section of the community is wrapped up in the welfare of the 
farming community'.14 Now, in respect of rural mortgages, the courts 
could postpone any payment of principal or interest for up to two years, 
reduce the rate of interest, or remit arrears of interest. The amendment also 
took up a suggestion made by Savage and provided for the appointment of 
Mortgagors Liabilities Adjustment Commissions to advise the courts and, 
where possible, to encourage voluntary settlements. 

The situation deteriorated so rapidly, however, that, even before the 
Adjustment Commissions could effectively begin their work, two further 
measures had been passed. The Mortgagors and Tenants Further Relief 
Act, 1932, gave new rights to mortgagors. Whereas, previously, mort-
gagors could seek relief only when they were directly threatened by mort-
gagee action, they could now apply for relief independently of any action 
taken by a mortgagee. This Act also extended to lessees the same protection 
that had been granted to mortgagors, permitted magistrates to rule on sums 
larger than £2000 with the consent of both parties, and made it obligatory 
for the courts to refer all cases to the Adjustment Commissions. The other 
relevant piece of legislation passed in 1932 was the National Expenditure 
Act. Here the government sought to 'share the burden' by legislating to cut 
Public Service salaries by a further 20%; interest rates were also reduced by 
20%, but not below 5% a year for mortgages on land, and 6% on chattels, 
including stock. 

It was not until April 1932 that appointments were made to the Adjust-
ment Commissions which were established initially for the twelve land 
districts, with additional city commissions for Auckland and Wellington 
being added soon afterwards. Commissions dealing with rural properties 
were usually comprised of a lawyer, an accountant, and a farmer; all were 
local to the area of their commission's operation. Most applicants were 
represented by counsel and had their stock agent present during hearings. 
In most cases, farms and farming competence were assessed during an in-
spection carried out by the commission. In many cases the basic statement 
of assets, liabilities, income and expenditure required by the commission 
gave to both farmer and stock agent far more information than either had 
had before, while the requirement for a detailed budget of farm activity 

13 See returns for Special Economic Committee to circular of 7 September 1931, ibid. This 
total includes urban applications. 

14 NZPD, 1931, 230, p.983. 
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twelve months into the future also introduced a level of planning that was 
previously unknown on most farms.15 

The commissions' role was straightforward. As Eric Russell, Chairman 
of the Southland Commission, reported: 'where it is established that the 
application [sic] for relief is a good farmer, taking as much revenue off the 
farm as can reasonably be expected, and keeping the security in good heart, 
the Commission will endeavour to grant relief. If, on the other hand, by 
reason of bad farming or extravagant mode of living the mortgagee is being 
deprived of income he should be receiving and his security is being jeopar-
dised, the Commission will recommend powers of sale.'16 

However, the commissions drew a clear distinction between farmers 
whose difficulties were caused by the depression and those — representing 
some 10-15% of applications — where the position of the farmer was con-
sidered hopeless, and had been so even before 1929. This was clearly spelled 
out by Alfred Coleman, Chairman of the Taranaki Commission: 'In such 
cases, the retention of the Mortgagor on the land invariably would result in 
progressive deterioration of the land and stock, diminution of farm in-
come, increase in weeds and neglect of improvements. In such cases it is to 
the public good, and only fair to the mortgagee, that the land should be 
occupied by someone in a better position to do it justice, maintain produc-
tion and prevent deterioration.'17 

It was ironical that many of the difficulties faced by the Adjustment 
Commissions were caused by the state lending departments. The Public 
Trust and State Advances Office, in particular, argued that because of their 
statutory obligations as trustees they could not be a party to any voluntary 
reduction of principal or interest. Therefore, and even in cases where their 
own field staff argued that relief was necessary, they opposed any remission 
of interest and sought the capitalization of arrears upon which interest 
could be charged." In the early 1930s, the courts tended to take a similar 
view because capitalization gave immediate relief to the mortgagor while 
protecting the rights of the mortgagee in the longer term. But once the 
Adjustment Commissions had begun their work, and could demonstrate 
that some farmers were indebted beyond hope of recovery, remission 
became more common. 

Once basic working principles were established, it was extremely rare, 
perhaps only in 1 or 2% of cases, for commission recommendations to be 
significantly amended by the courts." And while the Chambers of Com-
merce and some lending institutions were highly critical of the principles 

15 This summary is based on reports prepared by all chairmen of Adjustment Commissions 
in April 1933, i.e. after one year of activity. See J l , 1933/2/16. 

16 Russell to Minister of Justice, 25 April 1933, ibid. 
17 Coleman to Minister of Justice, 28 April 1933, ibid. 
18 See J l , 1935/2/40, 1935/2/42, 1937/2/211. 
19 See reports in J l , 1933/2/16; Notes of Second Conference of Chairmen of Adjustment 

Commissions, 19 October 1932, J l , 1933/2/2 (1); see also J l , 1934/2/11. 
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behind the legislation, and there were criticisms of delay in some commiss-
ions, there were hardly any complaints regarding the thoroughness, 
fairness, or competence of the commissioners in fulfilling their statutory 
role. Each new piece of legislation prompted a number of pleas for excep-
tions, and claims of special cases that had been disadvantaged by it in some 
way, but that was all. In these instances, and where genuine need was 
shown — as in the cases of personal covenant, the rights of guarantors, or 
the problems of deceased estates — the difficulty was addressed at the next 
revision of the legislation.20 

The widespread acceptance of the commissions came partly from a 
demonstrable problem in the rural sector, and partly because of the con-
sistency of their decisions. This latter owed a great deal to the widespread 
adoption and adaptation of a scheme developed by private lenders and 
farm leaders before any mortgage relief measures had been introduced by 
the government. The Canterbury Chamber of Commerce Farmers Finance 
Scheme, as it was known, was devised at a conference representing bank-
ing, farming and commercial interests in January 1931.21 It depended on 
the willing co-operation of the mortgagor and all his creditors, and 
recognized two basic conditions: first, that the farmer required working 
funds if he was to survive; second, that given the limitation of the relief 
legislation to land mortgages, stock firms (and banks) still effectively con-
trolled the fate of many farmers through the supply of working credit. 
Under the scheme, the stock firm or bank which conducted a farmer's 
business 'ruled off' accumulated debts into what was known as 'No 1 
Account'. The farmer, with the assistance of his stock agent and the 
approval of his mortgagor(s), then prepared a detailed budget to operate 
through a 'No 2 Account' for the current year's working and living costs. 
This might include, or indeed specify, such measures as the purchase of 
stock, erection of fences, or application of fertilizer, which were necessary 
to protect the land and other assets. The stock firm or bank then allowed 
credit to the agreed limit and this advance, together with interest on it, 
became the first charge on any income from the farm. Rates and land tax 
were the second charge. Any balance was then divided between the land 
mortgagee(s) and stock firm in agreed proportions. Where the full interest 
due to the first mortgage could not be covered, the rate of interest paid to 
second or subsequent mortgagees was reduced to a token level.22 

In most cases, the scheme proved the basis for sufficient relief to keep 
farmers on their land while protecting their creditors according to the risk 

20 J l , 1933/2/148 (guarantors); 1933/2/193 (temporary receiverships); 1934/2/35 (remis-
sion of capitalized interest); 1934/2/38 (protection against sale for outstanding rates). 

21 See G. Lawn, 'The Canterbury Chamber of Commerce Farmers' Finance Scheme', 
Economic Record (December 1932), pp.297-300; the account given here is based on corres-
pondence and reports in J l . 1933/2/2 (1) and (2). 

22 For a typical case, constructed specifically to illustrate the scheme's operation, see Well-
ington Adjustment Commission to Minister of Justice, 18 July 1933, J l , 1933/2/2 (2). 
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of their investment. There were continuing difficulties, however, in the case 
of stock mortgages. A stock mortgagee, usually a stock firm or bank, was 
ideal in the role of lender to cover the new 'No 2 Account'. But because the 
legislation covered only mortgages on land, and not mortgages on stock or 
chattels, there was little that could be done where a stock mortgagee proved 
unwilling to accept any pooling arrangement recommended by an Adjust-
ment Commission or court. In these cases the institution that controlled the 
stock mortgage and current account could retain funds that the courts and 
Adjustment Commissions considered to be the entitlement of the land 
mortgagee. 

The issue was a controversial one throughout the history of the legisla-
tion. As early as October 1931 the government had foreshadowed the exten-
sion of the relief legislation to stock mortgages, but had then backed away 
in the face of commercial opposition. As Downie Stewart, the Minister of 
Finance, later explained to a meeting of Adjustment Commissioners: 

The Stock Agent said . . . if he had to share the proceeds of the farm with the mort-
gagee of the land and if you were going to compel him to distribute the farm income, 
then, unless someone was going to stand in with him and share any loss that there 
might be, he would not make any advance. . . . It was decided that it would be very 
unwise to fall foul of the stock agents, who were the only ones who were advancing 
money, and if legislation was put through compelling the stock agent to share, then 
they would simply call up their advances and the position would be very much worse 
than it was before." 

Despite this warning, the commissioners voted unanimously in favour of 
legislation to bind stock mortgagees, being emphatic that compulsion was 
necessary to ensure equity in many cases. Disregarding this decision and a 
series of strongly-worded complaints from the Public Trustee, the govern-
ment did no more than try to apply private pressure to banks and stock 
firms. Not even a warning from Treasury that the position of the state 
lending departments (the Public Trust, State Advances Office, Lands 
Department, Government Life Insurance Office) had become 'so 
acute . . . that unless something is done it will be necessary for them to call 
upon the Consolidated Fund' was enough to shift the government from its 
policy.24 The only concession made was in the Mortgagors and Tenants 
Further Relief Act, passed in December 1932, which gave courts discre-
tionary power to join a stock mortgagee in any proceedings related to a 
farm mortgagor's application for relief. Thus the courts were empowered 
'to make special inquiries and to report whether or not . . . any power or 
right conferred by any such (stock) mortgage . . . has been exercised in a 

23 Notes of a Conference of Chairmen of Adjustment Commissions, 13 April 1932, J l , 
1933/2/2 (1). 
24 Rodda to Minister of Finance, 25 November 1932, J l , 1933/2/2 (1); see also Forbes to 

Bank of New Zealand, 3 May 1933, ibid. 
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harsh or unconscionable manner to the disadvantage of the mortgagor or 
mortgagee of the land'. 

This legislation, lacking teeth, made little impact. There was no con-
sistent policy among stock mortgagees, and the policies of some stock firms 
varied according to district management. And with land mortgagees reluc-
tant to force mortgagee sales, which would only cause land values to fall 
even further, there was no way of putting effective pressure on stock firms. 
Moreover, and as the Adjustment Commissions soon found, even where 
stock firms did enter into pooling arrangements there were a host of 
methods by which they could tip the scales in their own favour by limiting 
the amount going into the pool each year. The opportunities were almost 
unlimited in cases where the stock firm controlled both the No 1 and No 2 
Accounts and no other party had access to the full details of transactions. 
There might, for example, be a variation in the method of valuing the stock 
from year to year; or excessive depreciation might be debited to the No 2 
Account without a compensating credit to the No 1 Account; losses from a 
previous year could be added to the No 2 Account; and the basis of pro-
gressive advances and interest payments tended to be obscured. The stock 
firm might also deduct high commission and other charges from the pro-
ceeds of stock and produce sold before crediting the income to the No 2 
Account, or capitalize all outstanding interest at the original rate and add it 
to the No 1 Account.25 

The government kept pressure on lending agencies to make voluntary 
settlements throughout 1933, but its attempt to avoid legislation was a lost 
cause after a highly publicized Supreme Court judgement in July from Mr 
Justice Ostler regarding a well-known Wairarapa stock breeder. In this par-
ticular case the Public Trustee held a mortgage of some £9000 on the land, 
while the Bank of New Zealand held a stock mortgage for half that amount. 
The Adjustment Commission recommended a reduction of interest and 
remission of arrears due to the Public Trustee, except for a sum of £488, 
half to be paid within a year. The bank, which had allowed the farmer only 
minimal living expenses, and had collected interest in full and some repay-
ment of principal, refused to release any funds for the purpose. When the 
Public Trust applied to the court for permission to exercise its powers of 
sale because of its failure to secure any share of earnings from the farm, 
Ostler felt obliged to comply: 'I regret very much having to make this order, 
for the legislation was passed for the protection of just such a man as the 
mortgagor, whose skill as a breeder of high grade stock has been an asset to 
the Dominion in the past. But Parliament has not thought fit to give the 
Court the power to do complete justice between mortgages of land and 
mortgages of stock. . . ,'26 

25 Cunningham (Canterbury/Westland Adjustment Commission) to Minister of Justice, 27 
April 1933, J l , 1933/2/16. 

26 The judgement was given on 5 July 1933 and widely publicized; a copy appears in Jl, 
1933/2/2 (2). 
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The Mortgagors and Tenants Relief Act, passed at the end of 1933, was a 
:onsolidating measure, the only significant change being in provisions to 
)ind as well as join stock mortgagees, some of whom had 'hitherto refrain-
:d from entering into . . . agreements with the result that the operation of 
he law has been prejudicially affected'. In addition, stock mortgagors were 
lenceforth obliged to keep and make available full accounts of all transac-
tions. Just as investment companies and superannuation funds had crit-
icized the earlier legislation, and one spokesman had gone so far as to claim 
that any remission of obligations 'would be inherently dishonest, and 
vicious in principle, and would be disastrous in practice, and be productive 
of many evil consequences',27 those handling stock and seasonal finance 
now joined the protest. Dairy companies, which could control a farmer 
through his cream cheque, protested at 'iniquitous and paralysing' clauses 
in the proposed legislation,28 while Newton King, in a reaction typical of 
stock firms, claimed that its viability was threatened: 'further interference 
will make it almost impossible for stock and station companies to carry on 
and will involve the companies in further serious loss. Deflation of values 
and our efforts in the past to assist clients to the limit has already been 
disastrous for companies such as ours and we are in no position to have 
further drastic losses imposed upon us by legislation.'29 The protests not-
withstanding, the bill was passed and led to increasing numbers of volun-
tary settlements once it became clear that the courts would generally follow 
the recommendations of Adjustment Commissions. 

Between 1931 and 1935 the courts considered some 17,000 applications 
from mortgagors, with a little over half of this number coming under the 
jurisdiction of magistrate's courts, and the average value of the mortgages 
involved being a little over £1300.30 There are no separate returns for rural 
and urban applications but the evidence suggests that about 55% of the 
capital sum involved was in respect of farm mortgages. Thus the number of 
mortgagors who applied for relief under the 1931-3 legislation could be in 
the region of 9-10,000, or about 15% of all farmers. The total principal in 
respect of all applications was £36 million, representing some 15% of total 
rural and urban land mortgages as at 1930. Of the £2.4 million of interest 
that was in arrears, £509,000 was remitted. The rate of interest was reduced 
in 3378 cases, representing 20% of applications. At this stage, therefore, it 
was likely that a mortgagor's obligations would be deferred rather than per-
manently reduced. Applications were also submitted in respect of some 
2500 leases, relief being granted by the courts in some form to about half of 

27 H. D. Andrews, chairman of the Permanent Investment and Loan Association, The Press, 
27 February 1932. 
28 Telegram from Thames/Te Aroha dairy companies, 19 December 1933, J l , 1933/2/2(1). 
29 Newton King to S. G. Smith, MP, 16 December 1933, J l , 1933/2/2 (2). 
30 For monthly returns from Adjustment Commissions, see J l , 1933/2/23, 1935/2/13; for a 

convenient summary see Report covering the Adjustment of Mortgages and Leases, AJHR, 
1939, B-4, p.6. 
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these, this including a reduction of rents in some 700 cases. It should be 
noted, however, that while the returns show 17,000 applications, they show 
only 7000 cases of relief being granted, and only about 2000 cases where 
relief was refused. Most of the remainder were withdrawn or adjourned on 
the basis of private settlements reached with or without the assistance of an 
Adjustment Commission. In addition there were a large number of volun-
tary settlements. There is no reliable indication of the number or value of 
such settlements but those responsible for administering the legislation 
thought that voluntary settlements equalled formal applications in number 
but were characterized by the deferral rather than remission of 
obligations.31 

Even though the mortgage legislation had given assistance to several 
thousand farmers, it was no more than a stop-gap measure. By 1934 the 
government was considering ways of restoring the relationship between 
mortgagors and mortgagees to normality, and reorganizing farm finance to 
provide long-term loans to replace the current preponderance of five-year 
mortgages. It was possible to contemplate such changes at this time because 
of the recovery in export prices for wool and meat, but the continuing 
depressed state of the dairy industry presented a more pressing problem. 
Taken overall, farm export prices reached their lowest point in 1932-3, but 
dairy prices continued to fall sharply through to 1933-4. Because more than 
half of the country's farms derived all or most of their income from dairy-
ing, and because of the levels of distress felt by many dairy farmers, the 
industry became the focus of close attention. 

Dairying had grown dramatically since the First World War. By 1923, 
New Zealand was the world's largest exporter of dairy produce; cheese pro-
duction increased by a third in the next decade, while butter production 
more than doubled. In this period production per acre as well as stock 
numbers increased sharply. The number of cream separators doubled, 
while the numbers of milking machines increased threefold.32 But for dairy 
products, as for almost all of New Zealand's agricultural exports, there was 
a heavy dependence on the British market. This dependence, and the 
attempt further to 'share the burden' of depression between town and 
country, lay behind the government's devaluation of the £NZ to £125 
against £100 sterling in January 1933 (from the £110 at which the banks had 
fixed it in 1931).33 Because of the continuing depressed state of the industry 
the government appointed the Dairy Industry Commission in 1934. Its 
findings represented the first serious attempt to examine the causes of rural 
depression and to probe beyond the usual explanation that it was 'brought 
about entirely by a fall in price levels'.34 

31 See replies from chairmen of Adjustment Commissions to Justice Department question-
naire, January/February 1935, Nash Papers, 1192/0009-0057, NA. 

32 See E. J. Fawcett, 'Dairy Farming', in Belshaw, et al, Agricultural Organization, 
pp.438-71. 
33 Hawke, Making of New Zealand, pp. 128-32. 
34 See note 11. 
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In its report, the commission stressed that 'we must abandon our tradi-
tional view of the United Kingdom as a bottomless market'. It made the 
abvious recommendations on the need to diversify products and markets, 
but also pointed to underlying structural weaknesses that had contributed 
to the depression, and focused particularly on the predominance of short-
term flat mortgages over table mortgages, and the plethora of agencies, 
both state and private, that were involved in rural financing: 

The basic weakness of the present system is that to a large extent its units function in-
dependently and competitively. In periods of rising prices, the independent and com-
petitive nature of our rural credit agencies stimulated land speculation, and so led to 
over capitalisation. In such periods the system has shown itself to be too accom-
modating. It has often led to risky rather than cheap finance, for most lending in-
stitutions have found in difficult or impossible to refuse to participate in a general 
scramble for farmers' accounts. The tendency, therefore, has been in the direction of 
over-finance and the frequent transfer of properties on the basis of small deposits 
and large mortgages. This tendency has been strongly reinforced by the powerful 
tradition of trading in farms for profit characteristic of many parts of New Zealand, 
and by the cheapness, simplicity, and efficiency of our land-transfer system.35 

The commission also emphasized that the mortgage relief legislation had 
been intended as no more than a temporary expedient, and that 'its pro-
tracted continuation is fraught with serious possibilities'. It feared that, 
while the legislation remained, investors would leave their money in deposit 
accounts, thus keeping interest rates on rural mortgages significantly higher 
than those on gilt-edged stocks. The relief given to farmers, while keeping 
them on their land, was not only inhibiting the permanent rearrangement of 
rural finance, but also preventing the land from finding its true value on the 
basis of its productive capacity and a realistic assessment of commodity 
prices. Above all, the commission concluded: 'we are of the opinion that 
the definite rearrangement of farm finance will be impeded unless a clean 
line is drawn between the efficient farmer and the inefficient farmer, and 
between the land that is hopelessly overmortgaged and the land that can be 
refinanced.'36 

The commission found that 'at least 50 per cent of the dairy-farmers of 
the Dominion are, in varying degree, unable at the present time to meet 
their financial commitments'.37 It concluded that 'the only available alter-
natives for providing substantial immediate relief to dairy-farmers were 
either some form of subsidy or some form of refinancing'. All forms of 
blanket subsidy were rejected in favour of dealing with individual cases 
because grants or subsidies could not ensure improved production or effi-
ciency, and they might be used for mere consumption or personal use: 

35 Report of the Dairy Industry Commission, AJHR, 1934, H-30, p.52. 
36 ibid., p.56. 
37 ibid., p.65; see also pp.58-59. 



240 BARRIE MACDONALD AND DAVID THOMSON 

. . . any method of relief which is general and which therefore makes no distinction 
between farmers able to pay and those not able to pay is inequitable both to reci-
pients and to the taxpayers who are called upon to provide the necessary funds. The 
causes of financial embarrassment as well as the degree of it vary so much from case 
to case that a "blanket" subsidy inevitably provides more assistance than others re-
quire or deserve, and it confers a bonus on those who need no assistance at all. . . ." 

Subsidies in loan form were also rejected because, even if such loans 
were secured against the assets of the industry as a whole, there was no 
guarantee that prices would ever improve sufficiently for the loan to be ser-
viced or paid off . Subsidies in any form, it was argued, would place New 
Zealand at a disadvantage in its overseas marketing whereas restraint would 
add to the country's 'potential bargaining-power'. The commission con-
cluded that 'the risk involved in abandoning . . . our policy of unsubsidised 
export is too serious to be undertaken on behalf of a proposal which has no 
outstanding merits of its own'.40 A guaranteed price scheme was rejected on 
similar grounds. Unless such a scheme could be based on high prices which 
could be skimmed to establish a stabilization fund, any advance or loan 
would be no less a subsidy and equally disadvantageous to export 
marketing. 

A restructuring of farm finance was seen as the only viable alternative. 
Specifically, the commission recommended the establishment of a rural 
mortgage corporation to take over existing mortgages which it would cover 
by issuing bonds secured against a floating pool of its borrowers' assets. An 
essential part of the scheme was a proposal to tie lending rates to the market 
by regularly adjusting interest rates on loans to a level slightly above 
prevailing bond rates, leaving a small margin to cover administration. 
Where possible, farm lending would be on long-term table mortgages and 
farmers would be encouraged to consolidate their existing indebtedness into 
a single corporation loan. The commission was opposed to any writing-off 
of capital indebtedness; if there was no reasonable prospect of an individual 
farming his way out of debt, the mortgagee would be left free to exercise his 
powers. These recommendations were important for two reasons: first, 
while the commission was restricted by its terms of reference to the dairy in-
dustry, its recommendations were made, and received, as being applicable 
to farming as a whole; second, its thinking coincided with, and developed in 
conjunction with, that emerging in government circles, especially in 
Treasury, on how to move from temporary mortgage relief to permanent 
restructuring. 

As early as August 1934 Bernard Ashwin, Secretary to the Treasury, had 
been suggesting to his minister that 'anything in the nature of a flat rate 
reduction' of mortgages was not warranted in the light of the fact that 70% 

38 ibid., p.66. 
39 ibid. 
40 ibid., p.67. 
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of mortgage interest due to the Lands Department and 80% of that due to 
other state lending agencies had been paid in 1933-4, the worst year for 
prices.41 Moreover, he added, finance was offering at 4.5% or less when 
most rural mortgagors were still tied to extended mortgages at rates up to 
5%. 

He, too, wanted a mortgage corporation raising funds from bonds but a 
corporation that would combine urban and rural lending and eliminate the 
duplication of state lending departments. Depression was an opportunity as 
much as it was a cause: 'The necessity for reform along these lines has been 
expedited by the general difficulties of the mortgage situation. Never-
theless, such a reform is due apart from the depression, and weaknesses in 
the direction of overlapping in lending operations by Government Depart-
ments has been reported by Treasury on several occasions.'42 

A small committee of officials put to work on the proposals quickly con-
cluded, contrary to the views of the Dairy Industry Commission, that there 
were two distinct tasks involved — first, the creation of a permanent, 
strong, but flexible organization to handle farm finance; and, second, the 
restructuring of existing arrangements. The two, it was argued, should be 
kept apart: 'it is definitely not in the interests of the farming community 
that the immediate difficulty should be overcome at the expense of wreck-
ing or seriously retarding the permanent proposal. It is thus essential that as 
far as is possible the necessary rehabilitation should be accomplished 
without destroying confidence in rural investments in which confidence is 
already badly shaken. . . .'43 

It was important, the committee argued, that 'any stigma that may in-
evitably rise from the solution of the immediate difficulties does not attach 
to the corporation or its bonds'. In this caution lay the origin of the dual 
approach subsequently pursued by the government and seen in the Mort-
gage Corporation of New Zealand Act and the Rural Mortgagors Final 
Adjustment Act, both of which received the royal assent in April 1935. 
Together, these represented the government's attempt to make a permanent 
settlement of the rural finance issue. 

The corporation was established with capital of £1 million, half held in 
the name of the Minister of Finance, half available for public investment. 
The corporation could issue bonds which were to be secured against the 
pool of its securities. On new mortgages it could lend two-thirds of the 
value of the property but in taking over some £40 million of existing 
mortgages held by state lending departments this could, subject to a govern-
ment guarantee, be increased to 80% of valuation. In general, the corpora-
tion was to issue table mortgages for periods of up to 50 years. In most cases 
these were to be secured as first mortgages on land but could be extended to 

41 Ash win to Minister of Finance, 6 August 1934, J l , 1934/2/65. 
42 ibid. 
43 Officials Committee to Minister of Finance, 1 October 1934, ibid. 
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stock and chattels when this would better secure the corporation's assets. 
Interest was to be charged at a rate not more than 1 % over the rate on the 
corporation's last bond issue, with provision for adjustment 'from time to 
time' to reflect prevailing interest rates. It was hoped that mortgage bonds, 
being secured collectively, would become an attractive investment and that, 
as the flat 5-7 year mortgages that characterized rural lending were released 
from control, farmers would refinance their properties with the corpora-
tion. At the same time, the setting of a flexible interest rate, based on the 
bond rate, would ensure that rural finance remained in step with general 
market conditions.44 

When the Mortgage Corporation was established, it took over from the 
state lending departments some 51,000 mortgages with a total principal sum 
of £40 million, an average of about £800. Of these, nearly21,000 (or 41%) 
were in arrears to some extent. While the value of these mortgages 
represented only 16% of the total of all urban and rural mortgages, the 
Mortgage Corporation alone (which held only 16% of mortgages, by value) 
now had more defaulting mortgagors than there had been applicants under 
the earlier mortgage relief legislation. It is also worth noting that by this 
time, and before any capital had been reduced under the relief legislation, 
£8.5 million had already been written off the Soldiers' Settlement 
Account.45 All of these figures indicate that the level of defaulting on mort-
gage payments was much higher than returns under the relief legislation 
would indicate, that informal voluntary adjustments were commonplace, 
especially for small amounts, and that it was only the more extreme cases 
that sought relief under the legislation. 

Early in 1935, the government had accepted the logic of its earlier 
measures and, encouraged by rising prices (even for dairy products), moved 
towards a final resolution of the rural finance issue. Central to the planned 
legislation was a controversial provision that mortgage principal might be 
reduced. There had been several signals suggesting that this was being con-
templated, even though it was contrary to the recommendations of the 
Dairy Commission. As early as February 1933, for example, when the con-
solidating Mortgagors and Tenants Relief Act was taking shape, Forbes 
had told a deputation of members of parliament: 'I think as long as times 
keep on as they are this legislation is progressive — it will not stop where it 
is. We shall have to do other things to meet conditions which will arise as a 
result of the low prices we are experiencing.'46 

Later that same year the Farmers' Union in Taranaki (which district, in-
cidentally, had the greatest reputation for speculation and risky land deal-
ing) passed a resolution that 'owing to the unprecedented fall in values of 
farm products and land values, it is imperative that a drastic downward 

44 State Advances Corporation, Annual Report and Accounts, AJHR, 1936, B-13A, p.2. 
45 Figures given by Nordmeyer, NZPD, 1936, 247, p. 122. 
46 Deputation of MPs to Prime Minister and Minister of Justice, 28 February 1933, Jl, 

1933/2/119. 
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evision of mortgage values should be made without delay. . . And in 
)ecember J. G. Cobbe, the Minister of Justice, informed the editor of The 
Jew Zealander that 'it is considered that the time is not yet opportune in 
/hich to introduce legislation for the writing down of capital'.48 

The writing down of capital was controversial enough in itself, but the 
nove was given added edge by the government's initial proposal that it 
hould be written down to 80% of the basic value of the farm. In speaking 
luring the Mortgage Corporation debate, Coates had stressed that the new 
:orporation could cover mortgages only to 80% of the value of the security 
tnd had argued that farmers in difficulty could not find the required 20% 
:quity.4" The bill attracted strong criticism from those representing business 
nterests. For example R. A. Wright (Wellington Suburbs) argued: 'If a 
nan with his eyes open invests his money recklessly . . . the whole of the 
ion-farming section of the community should not be told that they must 
issist this man out of his difficulties. . . . this House is becoming a 
:haritable institution on a huge scale. . . . We cannot go on taxing the rest 
of the people of the Dominion in order to try and save the farmer who can-
not be saved.'50 Opposition within the Coalition caucus was sufficiently 
strong to force the cabinet to accept an amendment that would restrict any 
writing down to a realistic value of the farm. Coates was to claim later that, 
despite this, the cabinet had directed that state mortgagors could apply to 
have their mortgages reduced to the 80% levels, but this had been no more 
than an election ploy announced less than a month before the 1935 
election.51 

The Rural Mortgagors Final Adjustment Act, passed in April 1935, was 
designed to encourage voluntary settlements between the mortgagor and his 
creditors, but the Adjustment Commissions were now given power to make 
formal decisions subject only to appeal to a new Court of Review headed by 
a judge of the Supreme Court. From the time that an application for a final 
adjustment was received, all Financial dealings of the mortgagor and thus, 
effectively, the management of his farm, were placed in the hands of a 
trustee (usually a stock firm) appointed by the Adjustment Commission. In 
cases where a voluntary settlement was not reached, the Adjustment 
Commission (under a subsequent amendment) could apply the existing 
Mortgagors and Tenants Relief Act, 1933, or could set the mortgagor upon 
the path that would lead eventually to a final adjustment. In these latter 
cases, the commission could issue a 'stay order' for up to five years during 
which time creditors could not move against the mortgagor; it could also 
extend or modify mortgages. These provisions, which evolved from the 
Canterbury Chamber of Commerce Scheme, and were close to the recom-

47 Resolution passed 16 June 1933, copy to Minister 21 June 1933, ibid. 
48 Cobbe to W. Thompson, The New Zealander, 21 December 1933, in J l , 1933/2/2 (2). 
49 NZPD, 1935, 241, p.425. 
50 ibid., p.500. 
51 ibid., 247, p.169 (Coates); p.195 (Nash). 
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mendations of the Dairy Industry Commission, were roundly criticized in 
farming circles as condemning farmers to serfdom under the yoke of stock 
firms. Coates defended the legislation, denying that it would place farmers 
'in a state of peonage', arguing that, instead, they would 'be freed from the 
bondage of excessive liabilities'.52 

At the expiry of the stay order, a 'final adjustment' was to be made. To 
begin, the Adjustment Commission was to assess the basic productive value 
of the land on the basis of the net average annual income during the period 
of the stay order capitalized at a rate of 5%. If the basic value of the farm 
was less than the total amount secured by mortgage, the mortgages were to 
be reduced to an amount equal to the basic value, with the first mortgage to 
be covered in full before any portion of the second, and so on with any 
subsequent land mortgages. The same procedure was applied to stock 
mortgages. If mortgages were already overdue, or had less than five years 
to run, the commission could also extend them for a further five years from 
the date of final adjustment. 

In spite of continuing depression in farm conditions, fewer than 1800 
applications were filed under the Act before it was superseded in 1936. 
Applications were received in respect of land mortgages with a total prin-
cipal sum of less than 4 million. About 750 of these were effectively left 
under the earlier relief legislation, 122 voluntary adjustments were made, 
and 863 stay orders were issued.53 While it was later claimed that this small 
number of applications reflected farmers' abhorrence of the serfdom im-
plied by trustee supervision, the evidence suggests, rather, that those 
farmers who were in difficulty, but not desperate, had already reached an 
accommodation with their creditors and could look forward to refinancing 
with the new Mortgage Corporation. Moreover, farm incomes in general 
were moving steadily upwards; even dairy prices had begun to improve, 
leaving only fine wool prices, which had risen sharply, if temporarily, in 
1934-5, at a low level in 1935-6. 

This general improvement in export prices allowed the new Labour 
government to bring forward the 'final adjustments' provided for in the 
Act of April 1935. In examining these changes, however, it should be noted 
that Labour came to power on a wave of rising prices and followed a 
government that had already taken positive steps to decrease New 
Zealand's vulnerability to market fluctuations. It is also worth emphasizing 
that, although the Labour Party had criticized some features of the mort-
gage relief legislation while in Opposition, it had not seriously questioned 
either the overall thrust of the legislation or the need for it. 

The measures taken by Labour thus evolved easily out of the existing 
legislation and the party's earlier policies on the issue. The main difference 
from the Final Adjustment Act of 1934-5 was that adjustments were to be 
made immediately, rather than after five years. The basic value of farms 

52 ibid., 241, p.427. 
53 Report covering the Adjustment of Mortgages and Leases, AJHR, 1939, B-4, p.6. 
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vas to be based on the average price for equivalent products over the eight 
:o ten years prior to 31 July 1935. In this, there were close and obvious 
jarallels with Labour's policy on guaranteed prices. Once the basic value of 
the farm had been determined, liabilities could be reduced to a level that 
:ould be sustained, and the balance of any mortgage could be written off; 
arrears of interest could be remitted in whole or in part; rents could similarly 
be adjusted and reduced. The Act applied to all mortgages, both rural and 
urban, that had been executed before 1 October 1936. Any farm on which 
liabilities had been adjusted could be sold before 1 January 1941 only with 
the permission of the Court of Review, and on such conditions as it should 
provide. The 14 Adjustment Commissions were abolished, but replaced by 
40 new commissions on which most of the former commissioners also served. 

When introducing the bill, Nash declared the government's hope that 
'within a year or, we will say, before the end of the next year the ordinary 
relations between mortgagor and mortgagee will have been resumed'.'4 

Apart from some criticism of the measure because relief was to be provided 
'at the expense of the unfortunate mortgagees of this country' rather than 
the taxpayers, opposition was muted. Rather, the Act was seen as the 
logical outcome of what had gone before but, ironically, it owed as much to 
the Labour proposals for amendments to the Mortgages Final Extension 
Bill of 1924 as to the conditions of 1936. This precedent, and debates across 
the period only serve to emphasize that, except at the fringes of all political 
parties, there were differences of emphasis but few major clashes of prin-
ciple on the subject of mortgage relief. 

The basic principles of adjustment for farmers were made clear in the 
Act. The priority was to retain farmers 'in the use and occupation of their 
farms as efficient producers', and to make such adjustments as would en-
sure that 'after allowing for all normal current expenditure and providing 
for the maintenance of themselves and their families in a reasonable stan-
dard of comfort, the applicants may reasonably be expected to meet their 
liabilities as they become due, either out of their own moneys or by borrow-
ing on reasonable terms'." 

This opportunity for an early, final adjustment gave a new indication of 
the level of indebtedness in both urban and rural communities. There were 
34,596 applications for relief.56 This was double the combined total filed 
under all earlier legislation and a further indication, if one is needed, of the 
extent to which voluntary adjustments or deferrals had been reached out-
side the framework of the mortgage relief legislation. This total includes 
both rural and urban applications and, it would seem, a new or carried-
forward application from virtually all of those whose cases had been heard 
under the earlier legislation. 

54 NZPD, 1936, 246, p.731. 
55 Mortgagors and Lessees Rehabilitation Act, 1936, Section 2:1. 
56 For details see Dallard to Minister of Justice and related items in J l , 1938/2/85. For a 

published summary see Report Covering the Adjustment of Mortgagors and Leases, AJHR, 
1939, B-4, pp. 10-11. 
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In all there were 15,621 farmer applications. Of these 5629 were 
withdrawn or subject to formal voluntary adjustment. (Incomplete figures 
suggest that withdrawals outnumber voluntary adjustments in a ratio of 
3:1.) Court orders were made in 9992 cases representing some 16% of all 
farmers. The principal sum due under mortgages was reduced in 5406 cases 
(representing 9% of farmers) to an extent of £5,589,148 (representing some 
4% of all mortgages secured on rural land). The term was extended on 7622 
first mortgages and 3018 second mortgages. Interest to the extent of 
£1,368,768 was written off rural mortgages. In respect of leases, arrears 
were remitted or reduced in 2327 cases, and rentals reduced in 2477, with a 
high correlation between the two groups. Farm applicants also had 
unsecured debts to the value of £1,143,478 remitted by the commissioners 
or the Court of Review. 

The context of adjustment was also important, both in winning accep-
tance for the legislation and in restoring confidence in farming. There was a 
strong recovery of dairy prices from 1935, a general improvement in meat 
prices except for a brief dip in 1937-8, and continuing fluctuation in wool 
prices. It is more important, however, that only wool prices fell below 
adjustment levels calculated from the average prices for the decade before 
July 1935. (Indeed, it was only the serious fall in fine wool prices which 
brought the average down.) The government had deliberately excluded the 
'high' 1936 returns because to include them 'would be worse for the 
farmer'.57 It might also have been a deliberate ploy to make final adjust-
ment a more palatable option than existence under a stay order. In making 
adjustments, commissions were instructed to calculate production costs on 
actual charges at the time of adjustment (mid-1937 to late 1938), but farm 
income on the basis of the average 1926-35 prices, thus giving farmers an 
immediate boost in income and, effectively, a 10-15% equity in their 
farms. 

In all, some £8.5 million was written off existing rural indebtedness by 
final adjustments in 1937-8. Such an amount might seem small when com-
pared with total rural indebtedness. However, the impact of the mortgage 
relief legislation on rural depression, and its implication for the recovery of 
farming, are much wider than this would suggest. Most important, the 
sequence of mortgage relief legislation achieved its basic purpose — that is, 
it kept farmers on their land, and it dammed a potential flood of mortgagee 
sales that would have destroyed the value of rural land and caused the im-
pact of the depression to be even more severe than it was. Statistics on 
mortgagee sales are not available, but the evidence on rural bankruptcies is 
clear. Rural bankruptcies peaked at 185 in 1927, dropped to 80 in 1929 after 
the boom, and rose again to 140 in 1931 as prices fell, and some farmers 
were forced out by mortgagee sales. In 1932 and 1933 bankruptcies stayed 
close to 100 at a time when Adjustment Commissions allowed foreclosures 
on hopeless cases. But once that group was removed, bankruptcies declined 

57 NZPD, 1936, 247, p. 195. 
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teadily to below 50 a year by 1934, and to an average of 22 a year from 
1936 to 1940.58 Almost invariably it was the 'small farmers', those employ-
ng no labour, who were most vulnerable to bankruptcy. 

In this context it might be noted that the group most conspicuous by its 
ibsence from the reports of the Adjustment Commissioners are 'the 
armers who walked off their land'. Indeed, and despite New Zealand rural 
nythology to the contrary, it is difficult to find any significant trace of 
hem at all. Rather, 'walking off' was much more a feature of the 1920s 
:han the 1930s. In both periods most of those who did walk off were Crown 
settlers or tenants, usually returned servicemen who were doomed by a 
:ombination of land purchase at grossly inflated land values, farm units 
that were too small to be viable, and fluctuating prices. Moreover, many 
lacked background or experience in farming, and had been faced with the 
task of developing marginal lands. 

Nevertheless, it should be noted that even though the prospects of many 
Crown tenants were poor, the Adjustment Commissions often took a sym-
pathetic view of soldier-settlers who wanted to stay on their land irrespec-
tive of viability. The Gisborne Commission, for example, took the view 
that 'as the men were too old to make a fresh start and their capital had 
gone, they were better off from the State point of view left to earn an in-
dependent living on low rents in preference to coming into town on to 
sustenance or social security pensions'." 

Most Adjustment Commissions were critical of Crown settlements, and 
especially the soldier-settlements, some estimating that three-quarters of all 
such units were too small to be economic; all commissions were also critical 
of the high level of Crown rents. In the view of the North Canterbury Com-
mission, 'the result of this small farm settlement was to reduce many 
farmers to a poor peasant class which certainly did not tend to improve 
methods and encourage efficiency. It rather tended to create a class living 
from hand to mouth working from daylight to dark for the mere means of 
subsistence."0 Moreover, as several commissions reported, many Crown 
settlement farms were not only too small but badly subdivided, giving 
farmers little chance of success. By early in 1938, in order to facilitate 
rationalizations by the Adjustment Commissions, cabinet had authorized 
the Lands Department to pay compensation of £200 — the amount was 
considered sufficient to support a family for a year — to a settler who 
vacated his tenancy to allow a readjustment of boundaries to provide 
economic farm units." 

The commissioners were no less critical of Crown schemes to develop 
marginal farmlands. Regarding 'the back blocks of Opotiki, Waihi and 
Coromandel Peninsula', for example, the Bay of Plenty Commission con-
sidered that 'much of this should never have been opened up for farming 

58 Justice Statistics. 
59 Report from Gisborne Adjustment Commission, 1938, J l , 1938/2/103. 
60 Report from North Canterbury Adjustment Commission, 1938, ibid. 
61 Minister of Lands to Under-Secretary, 15 February 1938, J l , 1938/2/16. 
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purposes but should have remained in its natural state, covered in native 
bush, for apart from the hopelessness of farming it successfully, the 
destruction of the bush is endangering much of the better class of land on 
the lower levels owing to erosion'.62 The South Auckland Commission : 
found that 'the deteriorated lands of the King Country and Kawhia I 
Districts include large areas whose contour renders their use as farm lands 
completely uneconomic',63 while the Gisborne Commission commented 
that 'the rapidly declining productive capacity of steep and broken bush 
lands has been noticeable. This was precipitated during the depression years 
by inadequate finance for stocking and general maintenance. This had con- ; 
tinued in many cases to the point that restoration will not be economic. 1 
Systematic re-afforestation with renewed farming effort on the 
foothills . . . seems to be the only solution to this problem.'6" 

As the discussion of all of these issues demonstrates, the work of the 
Adjustment Commissions played an important role in focusing attention 
on the structure of New Zealand's agricultural economy, the implications 
of policies that had shaped New Zealand agriculture, and the limitations of 
existing farming methods. The commissioners also pointed to over-
cropping, over-stocking, attempts at diversification that failed because of 
the unsuitability of soils or inadequate knowledge of fertilizer re-
quirements, the importance of herd-testing and scientific stock breeding, 
and the consequences of poor accounting. The commissioners found that 
most farmers could not even guess at their assets and liabilities, let alone in-
come or expenditure. Compulsory budgeting was seen as one of the major 
benefits of the adjustment procedures. 

The depression also produced a sharpened awareness of the ignorance of 
both farmers and policy-markers concerning the rural economy. As a 
result, an increased emphasis was placed on management as well as prac-
tical farming in the agricultural colleges. The Adjustment Commissions 
also built on the earlier work of the Dairy Industry Commission in coming 
to grips with the underlying causes of rural depression. Their reports went 
beyond the assumption that all ills could be blamed on the collapse of ex-
port prices and examined the significance of both government policies and 
farming practice. Above all, the commissioners focused on the 'excessive' | 
cost of land at critical periods as the single most important threat to farm 
viability. It was not necessarily the most recent farm-purchasers who were 
found to be at risk, but those who had bought their farms at peak values in 
1918-20 and 1928-9 when land prices had moved upwards more sharply 
than export returns. 

It was accepted in 1938 when Adjustment Commissioners completed 
their work, as it had been in 1931 when they began, that price fluctuations 
and occasional recession were a fact of life for a trading country, that expe-

62 Report from Bay of Plenty Adjustment Commission, 1938, J l , 1938/2/103. 
63 Report from South Auckland Adjustment Commission, 1938, ibid. 
64 Report from Gisborne Adjustment Commission, 1938, ibid. 
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dients would be necessary to cushion the blow, and that these expedients 
could be adopted on the assumption that recovery would follow. But what 
was new, in 1938, was the realization that the adoption of basic principles 
affecting land prices and farm financing could keep problems to a 
minimum. It was recognized as essential, from 1934 onwards, if not before, 
that land prices had to reflect productive value based on average not abnor-
mal prices; that farm finance had to be restructured on the basis of long-
term mortgages with, where possible, stock mortgages tied to land mor-
tgages; and that interest rates needed to be flexible and to reflect changing 
market conditions. 

The mortgage relief legislation, by helping marginal farmers to get 
through the depression, in turn helped to protect other farmers by enabling 
them to 'hang on' without formal mortgage relief. The legislation 
prevented any flight of finance from the rural sector by forcing mortgagees 
to keep their rural investment whether they liked it or not. And in addition 
to those cases where defaulting by good farmers was minor, and extended 
credit was the least costly option for lenders and stock firms, there were 
many reported cases of private arrangements reached on the basis of the 
well-known precedents established by the commissions. By 1935 the 
estimated value of mortgages on rural land stood at £135 million compared 
with £130 million in 1929. By keeping farmers on their farms, and by thus 
buttressing the more skilled, better-established and more affluent farmers, 
the legislation protected land values and allowed continued development 
within the rural sector, even during the Depression. The numbers of both 
farmers and farm employees were greater after the Depression than they 
had been before. Production increased substantially. All of these factors 
allowed farm incomes to rise after the Depression at a rate faster than the 
recovery of prices. It was also important that the final adjustments were 
made at this time of rising prices when there was renewed optimism in the 
future of farming. There were several signs of confidence by 1936. For ex-
ample, neither the Mortgage Corporation during its brief existence, nor the 
State Advances Corporation which replaced it in 1936, experienced any dif-
ficulty in issuing bonds, especially after these had been backed by the 
government as well as secured against the collective assets covered by 
mortgages. An even clearer demonstration is seen in land transfers after 
1936. The sharp increase in land prices, with only a brief dip to follow 
overall farm incomes downwards in 1939, showed that there was both con-
fidence in farming and a scarcity of farm properties available for sale. 

Mortgage relief legislation passed between 1931 and 1936, and the settle-
ments made by the Adjustment Commissions, were both important com-
ponents in farming confidence in the late 1930s. While a few farmers had 
been quick to take advantage of the legislation, most stayed away from the 
commissions as long as possible. As John Cunningham of the Canterbury 
Westland Commission commented: 'Several who appeared before the 
Commission were wholly unnerved and were unable to listen to the in-
vestigation of their affairs. It could be seen many good average farmers 
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were more or less ashamed of their present positions.'65 

While appearing before a commission may have been an ordeal for 
farmers, and 'mortgagees at the outset looked . . . at the legislation and 
considered it was ultra-revolutionary',66 the number of voluntary settle-
ments are testament to the widespread recognition on both sides that some 
expedient was required. 

But it is also important to remember that while farmers were severely hit 
by depression, rather less than a quarter of all farmers actually sought for-
mal mortgage relief under the 1936 Act; moreover, farming always provid-
ed at least subsistence, whereas urban dwelling did not. And within the 
rural sector, farmers were not always the worst off. As Alfred Coleman, 
Chairman of the Taranaki Commission, observed early in 1935: 

It is the prerogative of the farmer . . . to grumble, but he has by no means lost heart. 
He appears to motor into town, attend race-meetings, picture shows, etc., as freely 
as ever. No doubt he economises by patronising cheaper seats etc., but he never-
theless still avails himself of all social amenities. The people who appear to be losing 
heart and drifting into a state of despair are those in the towns throughout the Pro-
vince who are either out of work or whose avocations barely afford the necessities of 
life. Their condition is pitiable." 

It remains only to suggest a final irony that links the 'rural crisis' of the 
1980s to the steps taken in the late 1930s to guard against a future depress-
ion. By the time that the Adjustment Commissions had completed their 
work in 1938, farm incomes, farm values and farm debts were firmly tied to 
the basic productive value of the land measured against average rather than 
exceptional prices. But the longer term structural implications of 
guaranteed prices and other interventionist measures introduced from 1938 
were subsequently obscured by increased efficiency and production and by 
the abnormal market conditions of the Second World War, the Korean 
War, the wool boom of the 1950s and the general prosperity of the 
developed world (largely at the expense of the undeveloped) in the 1960s. 
Across this period and beyond it, further steps were taken, sometimes for 
crude political advantage, more often in the belief that agricultural expan-
sion, irrespective of cost, was an essential ingredient in national prosperity. 
All of these measures increasingly protected farming from the realities of 
the marketplace, and thus in the 1980s, as it had done 50 years before, made 
it doubly vulnerable to the exigencies of international trade. 
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