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Chapter 3: Trade with the People’s Republic of China- the early

years
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William Tai was correct to say that the founding of the PRC opened a new chapter in New
Zealand-China trade relations, rescuing it from the doldrums, but it was a very slow opening,
reminiscent of a rather ponderous Victorian novel. There were three reasons for this —
economic, political and institutional. It is useful to being by looking at the broad statistics of
the trade. No Chinese statistics on trade with New Zealand are electronically available until
1984 when they enter the United Nations COMTRADE database.” These are shown in Table
A8 in the Statistical Appendix and will be discussed later. However New Zealand statistics
covering the earlier period, and indeed stretching back to 1859, are available and these are
presented for reference in tables A4-7. Statistics on the value of trade, especially over long
periods face, the obvious problem of inflation. This can sometimes be tackled using a
deflator, and that is what reports by large international organizations, and special studies do,
giving values according to a constant, such as the ‘1990 international dollars’ used by Angus
Maddison for his estimates for the OECD of GDP over two millennia.? In the absence of a
suitable deflator it is useful to calculate values as a share of the total, and this removes the
problem of inflation. Thus the documentation tables in the Statistical Appendix give values,

because these are the basis of everything else, figures in the text tend to show share because


http://www.palgrave.com/la/book/9781137522276

that indicates the importance of the item under discussion. Fig 4 plots China’s share of New

Zealand’s exports and Fig 5 that of imports.

Fig 4: China’s share of New Zealand’s exports, 1945-2014
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These two graphs give a long term picture of China in New Zealand’s postwar trade, a period
stretching over 70 years. Both corroborate the point made at the beginning of this section that
New Zealand’s trade with China got off to a very slow start indeed. In only two years prior to
1978 did China’s share of New Zealand’s exports creep above the one percent mark (1.1% in
1967 and 1976). Imports were even slower, not reaching one percent until 1988. Two key
dates are given on both charts — the establishment of diplomatic relations in 1972 and the

signing for the Free Trade Agreement (FTA) in 2008. A cursory glance will show that these
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dates marked turning points in the history of New Zealand exports to China, but did not with

imports. The significance of this will be discussed below.

Fig 5: China’s share of New Zealand imports, 1945-2014
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Greater China and its constituents

It is appropriate at this point to clarify the meaning of the word ‘China’ in New Zealand
trade. For most of the 19" century China meant the Qing Empire, excluding the British
colony of Hong Kong, but including the island province of Taiwan (usually known by its
Portuguese name Formosa, from llha Formosaor beautiful island) and any trade would have

been subsumed under trade with China From 1895 to 1945 was part of the Japanese empire
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Japan, but interestingly imports from Taiwan are shown separately in the New Zealand trade
returns from 1914 onwards. In 1945 Taiwan was handed back to the Republic of China
(ROC), the successor to the Qing Empire which had collapsed in 1911. From 1928 the ROC
had been under the control of the Nationalist Party (usually transliterated as Kuomintang)
under China Kai-shek, and he retreated to Taiwan in 1949 after his defeat in the Chinese civil
war. The People’s Republic of China (PRC) was established on 1 October that year. New
Zealand exports to Taiwan are first recorded in 1950 while imports stretch back into the
Japanese period. From 1949 we have a situation where the ROC claims sovereignty over
what had been Qing China, that is the mainland provinces including Tibet and Xinjiang, and
of course Taiwan. The PRC sees itself as the successor to the ROC and claims the same
territory, but excludes Outer Mongolia, whose independence is recognized. Both ‘Chinas’
share the same claims to the South China Sea dating back to the Qing.? Both regimes also
accepted, under protest, the British colony of Hong Kong and the Portuguese one of Macau.
Subsequently the PRC negotiated the reversion of the colonies which both became a Special
Administrative Region (SAR) — Hong Kong in 1997 and Macau in 1999. What is important
in this context is that both SARs are separate customs areas, and so appear as entities in trade
statistics. Taiwan was, of course, a separate customs area from the late 1940s, but the
statistical situation was frustratingly obfuscated because while the ROC held the China seat
in the United Nations its trade was labelled ‘China’ in UN and other international statistics,
and the PRC’s trade was unreported. When the China seat was eventually transferred to the
PRC in 1971 the situation was reversed, with Taiwan disappearing from many international

trade statistics (but not those of New Zealand, except that after recognition of the PRC
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Taiwan is labelled ‘Taiwan, Province of China’). Accession of Taiwan to the WTO in 2002
as ‘Chinese Taipei’, a couple of weeks after China (and as part of the long negotiations over
Chinese accession®), means that Taiwan is on the WTO trade statistics database and although
that gives data back to 1948, it is very limited.® Because of its contested sovereignty Taiwan
is no longer a member of the UN, although it does attempt to get a foot in the door by seeking
to participate in agencies such as the World Health Organization.® One consequence of this is

that its statistics do not appear on the UN COMTRADE database.

This complicated situation means that nomenclature needs to be chosen carefully, and in the
case of historical research, used carefully. In particular, we cannot use the term PRC when
analyzing trade because from 1997 Hong Kong has been part of it. The usual solution, and
the one used here, is to employ the Chinese usage of the word ‘Mainland’. This is one thing
on which China, Taiwan, and Hong Kong agree, because it is a geographical term with no
political connotations. So when discussing trade, or investment, China means the Mainland,
unless otherwise specified. That keeps trade with Hong Kong or Taiwan conveniently to one
side. However, the question arises, should we be doing that? Whatever the issues of
sovereignty, and sense of national identity, it can be argued that the Mainland, Hong Kong,
Taiwan (and Macau’) do form an economic entity — Greater China -that is perhaps more
meaningful than the sum of the constituent parts. Imperialism detached parts from core China
and these were developed as important economies in their own right. Hong Kong has been a
major gateway to the Mainland (and a gateway for the Mainland looking out). During the
Japanese period Taiwan was established as an appendage of the imperial economy and after

1949 it grew rapidly as an alternative to the Mainland. Chang Kai-shek brought with him
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capital, business people and a huge demographic dowry in the form of the remnants of the
Kuomintang army. Building on Japanese foundations and sustained by massive US aid and
support, stimulated by the American wars in Korea and Vietnam, its economy boomed, and

its trade burgeoned.

The role of Greater China in New Zealand’s trade and economy is a major subject in its own
right, beyond the scope of this book. However, even the focus on the Mainland does require a
recognition, if not a detailed analysis, of the part played by this wider China. Fig 6 plots the
share of the main constituent parts of Greater China — the Mainland, Taiwan, and Hong Kong

— over the whole postwar period, 1950 to 2014.

Fig 6: New Zealand'’s trade with Greater China, 1950-2014, by constituent part
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It can be seen that from 1996 the Mainland’s share of New Zealand’s trade grows sharply,
and to unprecedented levels, while that of Taiwan and Hong Kong fall away. This is more
than just a matter of the rapid growth of the Mainland economy, it is also a reflection of the
centrifugal and centripetal forces at play. During the period of China’s weakness, the century
and a bit from about 1840 to 1950, various parts of the Chinese economy were drawn into the
imperialist world-system either as colonies (Hong Kong and Taiwan), leased territories
(Qingdao and the New Territories) and Treaty Ports such as Tianjin, Shanghai and Xiamen.®
These were all essentially gateways to the Chinese economy, except for Taiwan which is an
exception. Although Japanese statistics show trade with the Mainland, and Hong Kong, as
well as other countries including Australia, but not New Zealand, Taiwan was primarily
developed as a plantation for sugar and rice for the Japanese market.> Manchuria, which had
been wrested from China and established as the Japanese puppet state of Manchukuo in 1931

also served primarily as part of the Japanese imperial economy.

1945 brought this process of external fragmentation to an end. The Japanese empire
collapsed, the European empires began to crumble. After 1949 there began a period of
consolidation as central control was reestablished over the border areas, mainly Tibet and
Xinjiang which had gained de facto autonomy during the Warlord period falling the fall of
the Qing in 1911. Centrifugal forces were being replaced by centripetal ones, and this
accelerated from the 1990s which the rapid growth of the Mainland economy, fueled in large
part by investment from Hong Kong and Taiwan. In hindsight it might be said that the
fragmentation of China led to a situation where the detached parts, which had been hyper-

developed by imperialism, greatly stimulated the core Chinese economy when returned to it,
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even when that economic return was not accompanied by political re-integration.’® This
presents an interesting comparison with India where the British imperial dominance was not
confined to colonies and spheres of influence but was virtually all-encompassing. The small
colonies established by the other European powers, such as Portuguese Goa and French
Pondicherry, achieved no great economic status and their return to India had little, if any,

economic impact. **

As the Mainland economy grew and Hong Kong and Taiwanese firms shifted much of their
production to the Mainland, the role of the former colonies in New Zealand’s trade with
Greater China diminished. To some extent this was an optical illusion, the result of the
limited structure of trade statistics These capture, somewhat uncertainly given the nature of
international value chains, the provenance and destination of traded goods but not all the
underlying revenue flows. This is a global issue; as Sony moves production to China, then the
products appear in the statistics as Chinese rather than Japanese, but of course there is

revenue flowing back to Sony in Japan.
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Fig 7: Contesting constituents: Mainland, Hong Kong and Taiwan in New Zealand'’s

trade, 1950-96
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Fig 7 gives a glimpse of the complexities of New Zealand’s trading relation with Greater
China up to 1996, when the Mainland trade really takes off and Hong Kong and Taiwan fade
away, in the statistics at least. No attempt will be made here to explore this interesting period
but it does form an important part of New Zealand’s economic, and political, relationship
with China, and there are mysteries waiting the researcher. For instance we can see that direct
trade with the Mainland dipped during the Cultural Revolution, as might be expected. Taiwan

was outside that, and had its own secular growth, helped perhaps because it was partly an
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alternative to the Mainland. Hong Kong was affected, but nevertheless its share of New
Zealand trade continued to grow. 1989 tells another story. That was the year of the
Tiananmen Massacre and the Mainland’s share of New Zealand trade fell precipitously, but
temporality, in the aftermath. No surprises there. However, the shares of both Hong Kong and
Taiwan also fell; not so much as that of the Mainland but a quite definite dip nonetheless.

Post hogbut surely not propter ho@

The slow start — the three constraints
Returning to trade with the Mainland itself we have seen from Figs 4 and 5 that despite Tai’s
talk of a “new chapter’ the beginnings were very slow. The reasons for this are threefold —

economic, institutional, and political.

In the 1950s China was very poor as it still is in many on a per capita basis. The imperial

predations and internal conflicts of the 19" century were surpassed by those of the first half
of the 20™. The Warlord period, the Japanese invasion and then the Civil War destroyed not
merely lives but also, of course, productive capacity. The 1950s generally speaking brought
internal peace and economic recovery. Nevertheless from the point of view of New Zealand

the situation seemed unpromising, as Ron Howell, one of the early traders, put it:

At that stage — 1956 — the Chinese had very, very little foreign exchange, so their chances of buying
things were not good. On the other hand, they had very, very little to offer that would have been

acceptable on the New Zealand market as far as | could tell.*?

The economic situation in China at the time was seemingly not propitious for trade but

Howell’s comments illustrate the institutional, and perceptual constraints. A lack of foreign
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exchange can be circumvented through barter and countertrade. Sino-Soviet trade grew very
rapidly through most of the 1950s, as we have seen, on the basis of countertrade. Indeed,
New Zealand had a very successful experience with countertrade in 1982 when New Zealand
Railways bought 44 Ganz Magav commuter trains from Hungary, in a deal partially offset by
the Hungarian government buying dairy products, mainly butter. These trains carried some
76.5 million passengers in Wellington over their lifetime and 34 decommissioned units were

sold to Africa in 2014.*

However, in the 1950s New Zealand had one of the highest standards of living in the world,
partly driven by high wool prices as a result of the Korean War. Moreover, its foreign trade,
and exports in particular, was still focused on Britain, to the exclusion of virtually anywhere
else, and this in turn dominated the thinking of the Government, and its trade promotion
agency, then the Trade Commissioner system, today’s New Zealand trade and enterprise. The
New Zealand Government, and its Trade Commission Service, had struggled for over fifty
years to understand what was happening in Asia, and its implications for New Zealand.

Fergus McLean, a former Trade Commissioner himself, describes the early days:

J G Gow, [was] appointed in 1901 as a New Zealand trade representative to travel to a range of markets
including Canada, China, Japan and South Africa in search of opportunities. He could be considered the
first trade commi ssioner é.

When Mr Gow later visited Japan, China, India and Ceylon, his views on trade prospects were however
distinctly, even vehemently, negative. in contrast to those reports from Victoria that the Colonial
Treasurer had enthusiastically embraced just a few years previously. Reporting from Japan in July 1902,
Mr Gow wrote:

| am quite convinced, after careful and exhaustive enquiries in all the leading cities of Japan,
that there is no market here for our leading lines. It would be a pure waste of time and money
for our exporters to try this market.
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If Gow could be so dismissive of Japan, which had recently defeated China, and was about to
defeat Russia, chalking up the first victory of an Asian country over a European one in
hundreds of years, and which was busily modernizing, and ‘Westernizing’ under the Meiji,

then it is unlikely he found any promise in China of the late Qing, and the Boxer Rebellion.

Nevertheless, McLean suggests that there were hopes in Wellington that a market might be

developing in East Asia:

Whil e reference was matdeenegaive 1902@ssessmentshof tréde prézpeatdis

Japan and Chi a, official sentiment in New Zealand was beginning to turn only five years later. The

Secretary of Industries and Commerce reported to his Minister that it was generally acknowledged that

the inhabitants of China and Japan were, to a large extent, throwing off their old -time conservatism as

regards food and apparel, and were now consuming food and clothing of the same type and class as
Europeans. 0Thus huge martkets are r apidly developingo

However, that fact that China and Japan were lumped together indicates that this was more

pious hope than informed analysis.

There is no sign in the history of the Trade Commission Service, which takes the story up to
1950, that there was a serious appraisal of what East Asia might mean to New Zealand, and
how linkages might be developed.'®> However, the trade treaty with Japan in 1938 does mean
that its contemporary economic importance was acknowledged —it could scarcely be ignored -

though this probably did not extend to recognition of the potential of China

It is not surprising that, politics aside, the New Zealand government and its trade promotion

agency was not interested in the China trade in the 1950s. There were good, established
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markets elsewhere, so why pay any attention to impoverished China? Perhaps not prescient
of future potential, or of the dangers of over-dependence on Britain that the 1970s would

demonstrate, but quite understandable.

With the official, and main commercial institutions not interested it was left to mavericks

such as Ron Howell, and Vic Percival to develop New Zealand’s trade with New China.

Howell was an accountant who, after twenty years, decided it was not for him and looking
around for something else fastened on China, which had intrigued him since childhood. He
made his first business contacts in China through friends who were members of the
Communist Party. Communists, leftists generally, and people who had been involved in the
wartime charity CORSO were very important in building bridges because they felt that, in
Howell’s words, ‘trade might help them in their effort to develop good relations.”*° Many of
these people coalesced into what is now known as the New Zealand China Friendship
Society, and their main contact, and inspiration in China was Rewi Alley.'” It was ironic that
with business, and those whose job it was to develop foreign markets, turning their backs on
China it was left to those who tended to disparage business, saw China as the new Socialist
paradigm, and who were driven by concerns about New Zealand being again involved in war
in Asia — this was the period between the Korean and Vietnam Wars — to facilitate the
economic relationship. Howell, himself became a president of the NZCFS, serving two

terms. 8

And then there was the Yellow Peril, or as it was transmogrified at that period, Red China.

On China, as on other issues, the New Zealand political elite was torn between a general
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deference to the United States on important matters and a desire to display independence,

usually on the margins, and this conflict still plays out today.*

Former diplomat Chris Elder describing this period between the founding of the PRC and the
establishment of PRC-NZ diplomatic relations notes that ‘the break was never absolute’, and
mentions the role of the NZCFS (‘then seen as a dangerously subversive organization, today

one eminently respectable’) and Rewi Alley. He writes:

The New Zealand Government never placed barriers in the way of travel to China (so that photogrmapher

Tom Hutchins, for instance, was able to take up opportunities denied to his American colleagues).

Individual traders took advaonftfadg ea totfi ttundee gtoov ebrengmenn tbduss i
20

way.

No mention here of the influence of the United States and his depiction of the government’s
attitude towards contact with China, and specifically towards Tom Hutchins’ visit to China in

1956 is disingenuous.

The version given in Hutchins’ obituary is more plausible. It says he went to China despite
‘... the New Zealand government discouraging contact with the People’s Republic of
China’.?! Ironically he had a contract with Life magazine, anxious to publish photographs on
a country so much in the news, but which the US government prohibited its citizens visiting,
in apparent violation of the concept of freedom of speech and the First Amendment to the
Constitution. A selection of Hutchins’ photographs did duly appear in Life, rather
discordantly amongst advertisements for the appurtenances of the American Dream — big cars
with extravagant fins such as Pontiac (‘People going places are going Pontiac’), Chrysler

(‘The mighty Chrysler, the most glamorous car in a generation’) and Cadillac (‘Magnificent
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beyond all expectations!), iconic foods (‘You can add a world a flavor to everyday dishes
when you cook with Heinz Ketchup’) and, of course, cigarettes —Winston tastes good like a
cigarette should’ and Marlboro, epitomized by the Marlboro Man ("You know what they say
about MARLBORO, don't you? You get a lot to like. We'll that's how it is living on a ranch.
You'd like that too."). % Apparently Life did not trust Hutchins to write the story which was
supplied by anonymous staffers (‘Anyone visiting a police state sees mainly what he is
supposed to”). Tom Hutchins was there for four months, travelling widely over the country,
even west to the oilfield in Yumen in Gansu, and his photos, only a small proportion of which
are yet published, offer a fascinating, and rare, view of mid-1950s China.?* However, the
New Zealand government had enough trouble with Rewi Alley, and the nascent China
Friendship Society, so would not have been pleased with the thought of sympathetic

photographers visiting China.

The government was not alone in this concern. In March 1956 the Council of Victoria
University of Wellington prohibited two senior staff members joining a delegation to China.**
One was the internationally-renowned geographer, and the pre-eminent China specialist in
New Zealand at the time, Keith Buchanan, and the other was James Bertram, a senior lecturer
in English who as a young journalist in China in the 1930s and 40s had interviewed Mao
Zedong, shared a room with future Foreign Minister Huang Hua, and had, with Edgar Snow,
spirited Deng Yingchao, the wife of Zhou Enlai, through Japanese lines.?> Assets to be valued
one would have thought. The Victoria University Council thought otherwise, though its
justification for this breach of academic freedom remains unreported. In the event Bertram,

who was far less troublesome than the leftist Buchanan was allowed to go. Times change and
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even university councils evolve. By the 1980s Victoria University had given an honorary

doctorate to Rewi Alley and established a relationship with Peking University.?

The Canterbury academic Anne-Marie Brady takes a rather more skeptical position than
Elder on these linked issues of recognition, trade, and people-to-people contact, and New

Zealand’s relationship with the United States:

As a punishment for China’s involvement in the war, the US vetoed any more of its close allies
establishing diplomatic relations with the PRC (the United Kingdom had established diplomatic

relations before the war broke out) and also ordered a trade blockade on China.

Wellington complied with both policies, and publicly supported the US position, but other government
policies such as on New Zealand citizens visiting China, the early resumption of New Zealand-China
trade and the official attitude towards the Chinese in New Zealand show that there was considerable
divergence between the New Zealand position on China and that of the United States during the Cold
War era. %’

She notes that trade was one way that New Zealand could display a certain independence
from the United States:
One way in which the New Zealand government could indicate its opposition to the US policies on the
PRC was in matters such as trade and immigration. In 1956, New Zealand was one of the first Western

countries to lift its economic embargo on China. In 1958, a New Zealand Ministry of Industry and

Commerce official paid a secret visit to China to try to boost Sino-New Zealand trade. ..

Unlike its Western allies, New Zealand did not prohibit its citizens from travelling to the PRC, and they

also allowed PRC citizens, including some senior CCP officials, to visit New Zealand.?®

New Zealand’s temerity may well have been bolstered by the example of Britain which also
deviated from the US position on China, probably mainly because of the vulnerability of

Hong Kong. New Zealand’s independent position was never pushed very far and that

Early trade with PRC Page 16



dilemma has now been compounded by the huge increase in the importance of China. What
happens to the servant of two masters when the patrons quarrel? This theme is discussed in

Chapter Seven.

The Pioneers — Howell and Percival

Whatever the interplay of the three constraints, the initial trade with China in the 1950s was
very small. Howell sold wool for some years, and imported textiles — the first consignment
being “fifty dozen tea-towels.”® He moved out of selling wool, it seems in the early seventies
when the US embargo was eroded and the China market, and the players in it, were
expanding: ‘I wasn’t geared particularly well for it, and I couldn’t compete with the big
people.”® Howell was a small trader, no doubt under-capitalized, inexperienced and feeling
his way, and doubly burdened by the position of the New Zealand government. Lack of
diplomatic relations meant that the Chinese would look elsewhere if possible and ‘there was

no possibility of any [government] assistance’.

He did have some advantages however. He was a pioneer at a time that the field of Western
traders was small. The Australians would have been the main competitors but, like New
Zealand, there were no diplomatic relations and their wool was of a different type, being
mainly fine, Merino wool used in apparel whereas New Zealand wool is coarser and used
mainly for industrial purposes.®! At that time Chinese trade was conducted through state
corporations and the foreign trader had no contact with the end-user. ** This must have made
things easier for a small trader like Howell with no resources to penetrate the market. And he

had the necessary guanxito connect with the appropriate import/export trading corporation,
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and that is as far as he had to go; ‘I had the sole agency for the all textiles. And that was a
very good thing, not only for me but also for the Chinese, that they had a sole agent. That had
been helped by the fact that | was also selling wool to them — same corporation, just a
different section of it — and for some years | sold wool to them and was probably one of the

biggest sellers of wool... .

Howell had made contact with Communist Party members during the war and when he
wanted to start trading with China he asked for their help. Their introduction to Communist
Party in China led him to ‘one or two’ foreign trade corporations. He had his foot in the door.

Personal contacts, as he recounted to Chris Elder, were the key:

I think we in New Zealand have been extremely fortunate in the personal contacts — of course the prime
example of that is Rewi Alley — but there’ve been quite a number of people who’ve been known up
there as New Zealanders and the Chinese had reacted well to our country because of the people who’ve
represented it. The Chinese are very, very impressed be personal contacts and personal reactions....I

think it’s more true of the Chinese than anywhere — that if they like you, well that counts a tremendous

The importance of guanxiof various kinds is a constant theme in the literature on China and

. . 34
Howell’s experience is a common one.

Vic Percival was in some respects very different to Ron Howell but shared the same
attributes of a great interest in China, innovative thinking, and perseverance. He was also
trained as an accountant but had held high position in the conservative National Party. He had

however, come from a working class background, gone to night school and had, at 24, set up
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his own trading company. That was in 1953; in 1957 he made his first foray to China
attending the Guangzhou (Canton) autumn trade fair. The fair itself, a biennial event, had
only started in spring that year so Percival was very much a pioneer; as Premier Wen Jiabao
remarked in 2008 at the ceremony to inaugurate the China-New Zealand FTA, : "You were
there at the beginning”.> In fact, Percival had started importing from China the previous

year.

Paul Clark’s description of Vic Percival’s first trip to China is significant. It has echoes of
early European efforts to open trade, exemplified by the Qianlong emperor’s condescending
dismissal of the Macartney Mission, but also touches on an issue which has continuing

relevance to New Zealand:

On his first Guangzhou visit, Percival brought samples of wood pulp and fibreboard from New Zealand
Forest Products, which had recently opened its operations in Kawerau in the Bay of Plenty, drawing
upon the huge area of radiate pine that had been planted on the North Island's central plateau since the
1930s. He did not find a market for these on the visit, but identified Chinese products with potential in

New Zealand. *¢

There was widespread planting of pinus radiataafter extensive trials of suitable exotic
timbers stretching back into the 19™ century. The decision to focus so much on that species
was taken because it grew fast, and well, in the New Zealand climate and local arborist
developed skills to produce superior trees.®” However, it appears that perhaps insufficient
thought was given to the market — who would buy, for what reasons, and what would the
competition do. Pinus radiatahas tended to have a poor reputation in many markets, being

seen as an inferior wood mainly suitable for packing and pallets. Efforts to convince buyers
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otherwise have been a constant theme over the years and continues today. The topic raises
issues of marketing structures, value added products, cooperation amongst small companies

marketing overseas, and government involvement that will be addressed in Chapter Seven.

Wool did find a ready market in China, but it did everywhere. This was the time when New
Zealand was still riding the Wool Boom, triggered by the Korean War and the US stockpiling
of strategic goods when prices skyrocketed. It is time now to look at a statistical overview of

this period to see how politics, individuals, and markets interacted as the trade developed

The gathering surge — the statistics of NZ’s early trade with the PRC

The principal available source of statistics on New Zealand’s trade in the period up to 1989
remains the online repository of the New Zealand Official Yearbook. *This was usually
published annually and attempted to provide an authoritative survey of national life
(immigration being a popular subject), the economy and foreign trade. It was from a
government perspective, of course, throughout this period it was produced and published by
the Department of Statistics, now Statistic New Zealand. Interestingly, and significantly,
although foreign trade (and investment) was such a major factor of the New Zealand
economy — in contrast, for instance, to large ones such as the United States — the section on
foreign trade comes towards the end of the book. New Zealand’s trade dependency ratio, or
ratio of trade to GDP, is 57% against 30% for the US.* The Official Yearbook is a rather

unsatisfactory and frustrating source of time-series statistics, for reasons which are discussed
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and documented in the Statistical Appendix, but they are accessible online whereas statistics
prior to 1989, when Statistics New Zealand INFOSHARE begins, are only available on paper
or microfiche in the Statistics New Zealand library in Wellington. It should be noted that the
statistics examined in this section refer only to merchandise trade; statistics on trade in
services, and international trade in services, is a later development.° Figs 4 and 5 have shown
the growing share of China in New Zealand’s exports and imports over the longer postwar

period up to 2014; here we will focus on the composition of the trade in this earlier period

Exports
Wool is by far the major commaodity exported to China in the early period and it provides the
link into the present. For this reason Fig 8 plots the role of wool in New Zealand’s trade with

China over the whole period, from 1949 through to 2014.
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Fig 8: Wool in New Zealand’s exports to China 1949-2014
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There is one bizarre anomaly for which the Official Yearbook offers no explanation. There
are no exports of wool to China recorded for the June year 1975. In 1974 wool exports to
China were valued at $14.9 million and this accounted for 90% of exports to China and a
reasonably substantial 4% of NZ exports of wool, making it the 10 largest market, and not
far behind the US. In 1976 recorded exports rebounded to some extent to $12.4m, or 2.7% of
the market. Yet the lack of recorded exports of wool to China in 1975 went unremarked. The

Official Yearbook 1977 noted that:

€.1ln the last 5 years the People's Republic of
increasing its purchases from $0.8 million in 1970 to $25.0 million in 1976. Most of this increase has
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taken place since the establishment of diplomatic relations in December 1972 and the signing of the
Trade Agreement in October 1973. Wool and tallow are the main exports, but contracts have been
signed for a number of new products, including pu Ip and linerboard, logs, boilers, and a range of hides
and sKinseée..

Curiously no mention that there were no exports of one of the ‘main exports’ (and in fact by
far the bigger) to this ‘useful market’ in 1975. A report from the Reserve Bank of New
Zealand entitled ‘Demand and Supply for Wool” published in 1982 and which covered 1975
also made no reference to the disappearance of China for wool exports in 1975. This mystery
aside, Fig 7 provides a graphic representation of the asymmetric complementarity which is at
the heart of the NZ China economic relationship. The value of exports of wool to China grew
hugely during this long period. There were fluctuations of course, the effect of China’s wool
wars late 1980s.**which caused China’s imports of wool to plummet resulting in New
Zealand exports falling from $421 million in 1989 to $99 million in 1990, before recovering
to $223million in 1993.** There was also the distortionary effect of inflation. Nevertheless,
the overall picture is clear. In the mid-1950s, when NZ-China trade started to pick up wool
dominated NZ exports to China, and indeed accounted for all of it 1954-6. Yet at that time
China was a tiny market for New Zealand wool, taking less than 0.0%. As time passed and
the Chinese economy grew, and with it New Zealand’s exports to China, there was a
transformation. In 2014 sale of wool to China came to $386 million, slightly below the 2012
peak of $403 million. This accounted for 53% of New Zealand’s exports of wool, but only
3% of exports to China. What had weighed so heavily in New Zealand’s tiny exports to
China now was insignificant in respect to the China trade, but took over half of what had

been traditional New Zealand’s major export. A world transformed, and while there had been
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very substantial changes in New Zealand’s export profile in terms of composition and
direction over this period this was overshadowed by the huge growth in the Chinese
economy, and its appetite for imports. Complementarity would seem to have served New
Zealand well. However, this complementarity should not obscure another factor — the
immense growth of domestic production within China; in this case of wool but running across
all sorts of products from dairy to wine and into services. That is beyond the scope of this

chapter but will be touched on in Chapter Seven.

The fall in the importance of wool in New Zealand exports to China during this period was a
result of diversification. As noted earlier, the Official Yearbook provides an uncertain guide
but diversification is evident, even it not fully detailed. Table 4 gives the commodities
identified as being exported to China during this period. This shows us when China was

considered an important market for products but is not, of course, exhaustive.

Table 4: Commodities exported to China 1949-89 identified in the Official Yearbook

Commodity First year Final year Maximum share
Butter 1978 1980 5.6
Casein 1980 1983 0.6
Cattle and Horse Hides 1965 1980 7.3
Edible Tallow 1961 1971 11.1
Inedible tallow 1958 1984 57.7
Kraft Paper and Cardboard 1975 1984 28.4
Milk (Dried, Condensed, etc.) 1961* 1984 7.4
Newsprint 1982 1984 2.6
Sawlogs and Veneer Logs (Conifer) 1976 1981 4.1
Wood pulp 1957 1984 20.9
Wool 1949 1988 100.1

Note: All Yearbook series except wool finish in 1984
*This may be a mistake because no further exports are recorded until 1979
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Table 5 divides up the period by sections and shows the percentage of total exports to China
covered by the identified commaodities, and the number of commaodities in the period. As
diversification progresses we may expect coverage to fall and the number of commaodities to

rise, and this is basically what happens.

Tableb5: Diversification of exports to China by period

Period Coverage Commodities
1950s 99 2
1960s 97 4
1970s 88 8
early 1980s 77 6

Notes: Coverage: % of total exports to China covered by the identified 11 commodities

The other point to note in this section is the role of Taiwan. We do not attempt to discuss
Taiwan in this book (nor Hong Kong) but it is relevant here. Politics aside, Taiwan is a part
of the Greater China economy which has its own distinctive characteristics as well as
commonalities with the Mainland. Historically it has been more developed than the
Mainland. Japanese colonialism (1895-1945) brought investment and skills, and after the
suppression of resistance, peace. By contrast the Mainland was wracked by the fall of the
Qing, the warlord period, intermittent civil war and of course Japanese invasion. When the
Nationalists fled to Taiwan in 1949 they brought with them capital, business skills, and a
huge number of young soldiers which provided a reservoir of labor. We have to bear in mind
the trade implications of the geographic specificity of Taiwan. It is a subtropical island so
scarcely representative of China as a whole. Nevertheless it is in important respects a
harbinger for China as a whole, especially as a market for ‘lifestyle products’. What the

Taiwan consumer buys today, the Mainland consumer buys tomorrow. Or at least did in this
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earlier period; nowadays the differences between Taiwan and the richer eastern cities of the

Mainland is far less marked.

Table 6 gives the timeline of exports to China and Taiwan by years in which trade is first
recorded. It should be remembered that because of the nature of the Official Yearbook this is
not necessarily the first year of exports, but perhaps just the first year that exports crossed a
threshold, passing beyond the category of ‘other countries’. The main exports to China in this
period were essentially industrial inputs — wool for the manufacture of carpets, hides for

leather, and tallow for soap and animal feed.
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Table 6: Timeline of exports to China and Taiwan, initial years

China Taiwan

Commodity First year First year
Beef and Veal (Fresh, Chilled or Frozen) 1975
Butter 1978 1975
Casein 1980 1980
Cattle and Horse Hides 1965 1978
Edible Tallow 1961

Feeding Stuff for Animals 1975
Inedible tallow 1958 1975
Kraft Paper and Cardboard 1975

Milk (Dried, Condensed, etc.) 1979 1966
Mutton 1979
Newsprint 1982

Sawlogs and Veneer Logs (Conifer) 1976

Wood pulp 1957

Wool 1949

Note: The Official Yearbook gives one entry for Milk to China in 1961 but this is almost certainly a misprint

Table 7 focusses on what might be considered lifestyle commodities; products which find a
market when consumers are both affluent enough and globally influenced to buy strange
foreign products. They are often markers of social change and wine is a particularly good

example in the New Zealand context.** Not surprisingly there are no recorded exports of New
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Zealand wine to China in this period. On the one hand China must have been a very tiny
market for foreign wine, and on the other New Zealand had not yet developed much of a wine
industry, and certainly was not an exporter. Now China is a major market (and producer) for

wine and wine is an important New Zealand export.*

Table 7: The Harbinger effect: Timeline of exports of lifestyle commodities

First year Commodity Taiwan China
First year First year
1966 | Milk (Dried, Condensed, etc.) 1966 1979
1975 | Beef and Veal (Fresh, Chilled or Frozen) 1975
1975 | Butter 1975 1978
1979 | Mutton 1979

Dried milk is, of course, the wine of this period and the commodity which best charted rising
affluence. It went on, as we shall see, to become the symbol of New Zealand commaodity
exports to China. The Official Yearbook records exports of dried milk to China in 1961 but
this is almost certainly a misprint, and the first continued exports commence in 1979, a long
time after Taiwan’s 1966. As might be expected, exports of dried milk to China start much
later than to Taiwan and are much smaller, apart from 1983 when there is a surge to China.
Dried milk is New Zealand’s major export to Taiwan during this period, a harbinger of what

was to happen later with China.
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Table 8: Exports of dried milk to China and Taiwan

1965
1966
1967
1968
1969
1970
1971
1972
1973
1974
1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
Notes

%CN/TW: exports of dried milk as a percentage of total exports to China or Taiwan
%NZ: exports to China or Taiwan as percentage of total exports of dried milk.

Imports

$'000

5,802
4,209
3,371
6,028
12,767
1,564

China
%CN

7.4
3.6
2.0
4.9
7.2
0.9

%NZ

4.6
2.0
11
1.5
3.0
0.4

$'000

42

260
173
503
669
798
1,473
1,850
3,327
1,945
4,350
6,758
9,412
8,450
7,166
12,905
12,924
16,929
25,047

Taiwan
%TW

11.8
42.3
18.3
20.7
21.8
32.1
41.8
19.9
36.9
20.9
18.7
22.7
334
23.9
15.2
21.8
13.4
13.4
16.1

%NZ

0.2
0.9
0.6
2.2
2.2
2.3
1.9
2.1
2.5
1.9
5.1
6.2
7.3
6.7
3.3
4.2
3.3
4.0
6.3

Whether Taiwan also led the way in imports we do not know, or rather the Official Book

does not tell us. The only imports identified from Taiwan (under its then familiar title of

Formosa, from the Portuguese Ilha Formosa, beautiful island) are ‘hat hoods’ from 1954 to

1962. Apart from that Taiwan is invisible at the commaodity level. In 1984, for instance, the

Official Yearbook 1985 tells us that imports from China were $52 million, half that from
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Taiwan at $103 million, yet Taiwan is only mentioned in the table Origin of Principal Imports
to say that imports from China ‘exclude[s] Province of Taiwan’. Why exports to Taiwan were

reported but not imports is unclear.

We do have some data for China though incomplete, and this shows the classic developing
industrializing country profile of a preponderance of textiles. Just as early British exports
were built around textiles, as were Japan’s up to the 1950s, so China exported to New
Zealand no merely the traditional agricultural products — tea, peanuts, and animal hair
(probably pig bristles) but also increasingly textiles of various sorts. The pioneers of postwar
New Zealand trade with China, Ron Howell and Vic Percival, were both involved in
importing textiles in the 1950s and Howell claims that he had the sole agency for textiles at

one stage.*

Again the Official Yearbook is frustratingly incomplete. Paul Clark in a footnote of his article
on Vic Percival cites Barry Gustafson’s biography of Prime Minister Keith Holyoake that ‘In
the 1970-71 fiscal year (the last full year before diplomatic recognition in December 1972),
Ron Howell imported NZ$3 million worth of Chinese textiles’ yet the Yearbook only

identifies total textile imports from China amounting to $1.1 million (Table 9).*

Table 9 shows data from the Official Yearbook for imports of various classifications of

textiles from China. It is an amalgamation of the following:

Made-up Textiles (1949-53)

Woven Cotton Piece-goods (1956-1J1962)

Household Linens (1963 and 1968-75)

Cotton Fabrics Suitable for Manufacture of Apparel (1966-79)
Cotton fabrics—woven (1979-84)
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Woven fabrics of synthetic fibres (1979-84)

Table 9: Imports of textiles from China, 1949-84

period  $'000 %CN %NZ period  $'000 %CN %NZ

1949 12 2.7 0.4 1970 1,370 29.2 9.5
1950 20 3.5 0.5 1971 1,141 234 7.9
1951 42 3.9 0.7 1972 1,917 32.6 11.9
1952 6 13 0.1 1973 2,597 34.2 13.6
1953 4 1.0 0.2 1974 5,844 37.7 17.5
1958 28 3.2 0.1 1975 4,886 32.3 18.8
1959 68 8.1 0.4 1976 2,354 19.0 8.9
1960 60 6.9 0.3 1977 3,416 17.2 11.1
1961 42 4.8 0.2 1978 2,810 12.2 11.6
JJ1962 6 15 0.1 1979 11,078 45.9 6.4
1963 82 7.3 3.8 1980 17,922 37.7 10.2
1966 677 22.6 6.2 1981 12,948 324 9.1
1967 860 25.5 8.2 1982 14,959 31.2 7.9
1968 868 27.8 8.0 1983 14,460 29.6 8.0
1969 1,586 29.5 11.2 1984 16,036 30.8 7.3

Note: Periods are calendar years up to 1961, June years from 1963, with January-June 1962 providing transition
%CN: Textiles as % of imports from China
%NZ: China’s share of imports of textiles

As noted above, the coverage in the Official Yearbook is very limited, only accounting for
about a third of imports from China and even this comes to an end in 1984.
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