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This workbook is an attempt to help you understand the effect 
of economic decisions on people and communities, from a 
New Zealand perspective. When you are working through the 
workbook, you should think about:
• what might have been left out
• the biases that might be presented
• whether there are disputable facts, opinions or conclusions.

Social Studies is an inquiry-based subject, and this workbook is 
part of the inquiry process.

By the end of this section you will know what an economy is, 
in order to understand the infl uences at work when economic 
decisions are made.

The word ‘economics’ comes from the Ancient 
Greek word ‘oikonomia’, which in turn is formed 
from:
• oikos – house
• nomos – custom or law.

Thus oikonomia meant the rules of the house, or 
management of a household.

Today, ‘economics’ refers to the branch of 
knowledge concerned with the production, 
consumption, and transfer of wealth.

Households and economies have a lot in common. A household 
needs to make many decisions: for instance, about who chooses 
the food, who buys the food, and what happens to the leftovers. 
Then the household faces decisions about the allocation of such 
limited resources as time (who cooks the meals) and money 
(who pays for the food).

A country faces similar decisions; for example, about what 
important jobs need to done and who will do them, or what the 
most important use for land in that country is.

 WHAT IS ECONOMICS?

Households must make 
decisions …

Resources are the inputs used 
in producing goods or providing 
services. Economic resources 
can be divided into human 
resources such as labour, and 
non-human resources such as 
land, money and technology.
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 An early New Zealand decision
Important economic decision making began for New Zealand 
with events and technologies leading up to the voyage of the 
fi rst refrigerated ship, the SS Dunedin. 

Example: The SS Dunedin

The SS Dunedin should be one of the most famous ships in New Zealand’s history. The 
Encyclopedia of New Zealand (1966) describes the ship and her cargo like this.

[The Dunedin was] … an iron ship of 1 320 tons. She was one of the six “Auckland” class ships 
built (at a loss) by Duncan’s of Port Glasgow for Henderson’s Albion Line in 1874. These ships 
were designed for the emigrant trade, and were capable of fast passages … Designed to carry 
about 400 passengers, though often she carried more, the Dunedin was 241 feet long, had a beam 
of 36 feet, and a hold 20 feet deep.

In 1881, after the success of the Australian trial shipment [of frozen meat], W. S. Davidson of the 
New Zealand and Australian Land Company approached Henderson’s who agreed to fi t out one 
of the Albion Company’s best and fastest sailing ships to carry frozen meat. … Dunedin was fi tted 
with insulated meat chambers, boilers, and Bell-Coleman freezing machinery at Point Glasgow. 
She left there in August with John Whitson as Master, and arrived at Port Chalmers in November. 
The sheep came from Totara, North Otago, and were frozen on board. The number was reduced 
to about 5,000, about 130 tons in all and, despite one breakdown in the refrigerating machinery, 
the ship left on 15 February 1882. After a voyage of 98 days in which the machinery was run 
intermittently, the Dunedin reached London. Here the meat opened up in good condition and was 
sold for 6 ½ d. per pound.

The Albion Company’s success led in November 1882 to the formation of the Shaw Savill and 
Albion Line, which fi tted out other ships for the trade. The Dunedin did nine more voyages until 
she was lost in 1890 homeward bound, probably running into an iceberg off Cape Horn.

Using the SS Dunedin as a refrigerated ship to carry meat to Britain was part of an economic 
decision that has had a major impact on New Zealand as a country.

A ‘foot’ is approximately the same 
distance as one-third of a metre.

The abbreviation ‘d’ stands for 
‘penny’. A penny was approximately 
the same as one cent. A pound of 
meat is the equivalent of 0.45 kg of 
meat. In 1882, ‘6 ½ d per pound’ 
would have been the approximate 
equivalent of NZ$ 7 per kg today. SS Dunedin
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 Activity 1: Economics Answers – see RESOURCES

1. a. What does ‘economics’ mean today?

b. From what language does the word ‘economics’ originally come?
2. In your own words, explain how a country is like a household.

3. a. What powered the SS Dunedin?

b. How many months did it take the SS Dunedin to travel from New Zealand to London? 

c. How many successful voyages did the ship make?
4. Why do you think decisions made around the voyage of the SS Dunedin in 1882 were important 

economic decisions for New Zealand?

 Economic theory
Put simply, the economy can be seen in terms of a country’s 
standard of living. Whether the standard of living is high or 
low depends on the decisions a country makes that affect its 
ability to produce goods and services. 

The standard of living in turn depends on productivity, the 
quantity of goods and services produced from each hour of time 
worked. 

Goods are objects which satisfy 
people’s wants and needs. 
Services are actions, such as 
haircuts and car repairs, which 
also satisfy people’s wants and 
needs.

Producing
goods
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The measure used to identify the success of an economy is 
Gross Domestic Product (GDP), which is the market value of 
all the goods and services produced in a country in a given time.

The word market is very important in understanding economic 
decisions. A market is a group of buyers and sellers of a 
particular good or service. The buyers as a group determine the 
demand (the amount that buyers are willing to purchase) for 
the product and the sellers determine the supply (the amount of 
a good that they are able to sell) of the product.

Ideally, because of the economic decisions made by people, 
communities and nations, a country has a rising GDP, or 
economic growth; however, this is not always the case. A 
period of declining income and rising unemployment is called a 
recession. A severe recession is a depression.

American men waiting 
for soup during the 

Great Depression, 1931

 Activity 2: Understanding economic terms Answers – see RESOURCES

From the preceding text or a dictionary, locate the following economic terms and write out their 
meanings.

Economic term Meaning
productivity

 

GDP

 

market

 

depression

 

recession

 

supply

 

demand
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 Economic ideas
An economy is a refl ection of a country’s standard of living.

Economists, people who study the economy, see economics in 
terms of the following.
• Small picture or microeconomics – examines the basic 

elements of an economy, such as households and the 
decisions they make; fi rms, buyers and sellers.

• Big picture or macroeconomics – analyses the entire 
economy and is concerned with unemployment, resources, 
infl ation and economic growth. Key economic decisions in 
the big picture include population growth and technological 
change.

This workbook is concerned with understanding how economic 
decisions affect people, communities and nations. To be specifi c, 
people, communities and nations will be defi ned as …
• individuals
• businesses

… and, most importantly in macroeconomic terms …
• the government.

The government of any country must fi nd a balance between 
the small picture of what is good for households and fi rms and 
the big picture of the whole country. The government makes 
the biggest economic decisions in a nation, which can have the 
biggest impacts.

Government decisions
Governments implement decisions 
by taking the economic ideas 
they agree with and putting 
them into practice as policy. A 
policy is a course of action taken 
by a government to achieve a 
specifi c outcome. It is important to 
know where the economic ideas 
of governments come from, in 
order to understand the decisions 
governments make.

The government makes the 
biggest economic decisions

Household decisions
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 Activity 3: Economic ideas Answers – see RESOURCES

1. Distinguish between microeconomics and macroeconomics.

2. Who makes the biggest economic decisions for New Zealand?

3. What is meant by ‘government policy’?

4. Why is it important to know where the economic ideas of governments come from?

5. Carry out some research to fi nd one major economic decision leading to government policy that 
has been made recently. Summarise what you fi nd out and include the source (e.g. the URL if 
the information is found online).

L5 Economic Decisions LWB.indd   6L5 Economic Decisions LWB.indd   6 5/6/16   8:24 AM5/6/16   8:24 AM



© ESA Publications (NZ) Ltd, ISBN 978-1-927297-36-0 –  Copying or scanning from ESA workbooks is limited to 3% under the NZ Copyright Act.

Decisions such as those about sending frozen meat to Britain in 
the SS Dunedin helped shape the structure of the New Zealand 
economy, and set the pace of economic growth. For most of the 
years between 1840 and 1970, New Zealand ‘made its living’ 
from meat, wool, butter and cheese, which could be exported 
overseas with very little processing. These products made up 
by far the greatest proportion of New Zealand exports by value. 
With a temperate climate, fertile soils and knowledgeable 
farmers, New Zealand had a competitive advantage in the 
production of these goods.

 Sheep and dairy farming
At fi rst wool was the main good produced 
for export from agriculture, because 
without refrigeration, dairy products and 
meat could be transported only as far as 
Australia. The fi rst big sheep farms were in 
the Wairarapa. Soon sheep farms covered 
much of the east coast of New Zealand, 
spreading as more land was leased from 
Māori and transport infrastructure 
(roads and ships) was developed to move 
sheep and wool. Sheep were imported 
(e.g. Merinos, from Spain) and breeding 
programmes established so that by the early 1870s there were 
an estimated 10 million sheep in New Zealand and a total 
human population of around 400 000. The number of sheep 
continued to increase until the 1980s.

Sheep farming was not easy. Farmers trained in the northern 
hemisphere had to adapt their methods to suit New Zealand 
conditions. They had to cope with income uncertainty because 
of the weather (snowstorms and droughts), diseases such as 
footrot, and pests such as rabbits and gorse that competed for 
pasture. Nevertheless, sheep farming proved profi table. Profi ts 
increased when farmers made decisions to adapt their product 
when English woollen mills changed the sort of wool they 
required from New Zealand.

 A FOOD-EXPORTING NATION

Sheep farming,
Northland, 1919
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Farming sheep for wool required large amounts of land, but 
farming for meat as well made more intensive use of the land and 
large sheep stations were subdivided. The smaller farms needed 
goods and services, which were provided by growing numbers of 
rural servicing towns where businesses made good profi ts.

Especially in Northland, the Waikato and 
Taranaki, dairy farming proved a viable option 
on land that was unsuitable for sheep. At fi rst 
dairy farming was just to supply local towns 
with milk, but refrigeration made producing 
and exporting butter and cheese an important 
industry.

The decision to develop refrigeration 
technology led to the building of dairy 
factories in farming areas and of freezing 
works near ports. With cheaper transport, 
factories were combined to benefi t from 
economies of scale, and freezing works were 

built nearer to farms. Secondary industries, for farm services, 
transport and to process products, sprang up.

New Zealand had chosen to be a food-exporting nation. The 
impact was that New Zealand suffered when prices for wool, 
meat and dairy fell, but its economy boomed when prices rose.

Taranaki dairy farm, 1900

 Activity 1: Sheep and dairy farming Answers – see RESOURCES

1. Which four products made up most of New Zealand’s exports (by value) between 1840 and 1970?

          
2. What ‘competitive advantage’ did New Zealand have in the production of wool, meat and dairy 

products?

3. Why was wool the main export at fi rst?

4. a. What do you think ‘income uncertainty’ means?
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b. Describe two factors that led to income uncertainty for farmers.

5. What major decision led to the building of dairy factories and freezing works?

6. Write a paragraph explaining how the decision to become a food-exporting nation affected all 
New Zealanders in the years between 1840 and 1970. Try to use each word in the word list at 
least once in the paragraph.

boom        employment        farming        industries        prices        transport

 Depression and war
The 1930s and 1940s
At the start of the 20th century, New Zealand’s economy was 
still based on exporting meat and wool, especially to Britain. But 
by 1930 the effects of the worldwide Great Depression led to 
Britain paying less for New Zealand meat and wool. The result 
was that the New Zealand government had less money to spend. 
The government made the decision to cut government spending 
under a policy called retrenchment. Today, we would call it 
austerity.

The fi rst impact of retrenchment was unemployment. By 1938 
nearly 100 000 New Zealanders were unemployed, from a 
population of 1.5 million.

However, the next government decided not to cut government 
spending, but to either maintain or increase it. This (Labour) 
government’s economic decisions were centred on restoring 
people’s standard of living and removing insecurity from their 
lives.

Unemployment
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The Labour government put two important measures in place.
• A government-guaranteed price for products produced 

by farmers: If overseas prices were low, the government 
would pay the difference. If overseas prices were high, the 
surplus money would be kept by the Reserve Bank for bad 
years. In this way the government could absorb the shock of 
violent changes in dairy prices and farmers could plan the 
development of their farms on a guaranteed income.

•  Import controls and the promotion of local 
manufacturing ahead of imports: This was to 
counter the economic vulnerability of New 
Zealand, which could be badly affected by falling 
export prices.

After World War II
After the war ended in 1945, New Zealand had 
the most sustained boom in its economic history. 
The economic boom continued as the result of very 
strong production during the war, when people were 
working long hours and decisions were made that 
women should take up paid work outside the home as 
part of the war effort.

Economic growth then slowed, but New Zealand was 
still able to meet its war debts without borrowing 
money from overseas.Woman making ammunition, 

1944

 Activity 2: Depression and war Answers – see RESOURCES

1. What major event during the 1930s led to a fall in the prices that Britain paid for New Zealand 
meat and wool?

2. What is ‘retrenchment’?

3. Describe the impact on New Zealanders:
a. when government spending was cut

b. when government spending was increased.
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