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The wri t i ng o f  this  s tudy would have been s ib le wi thout 
the ful l c o-op e ra t i on of the comp anie s  i nvo lv ed i n  the 
d evel opment of Bulolo . I should l ike to thank in p articular the 
s enior o ff i c i a l s  o f  Bulolo  Gold Dredging Limi ted of S ydney and o f  
Guinea Gold  N o  Liab i l i ty o f  Adelaid e , who f reely made the i r  rec ord s 
avai l ab l e  t o  me . E xecutives o f  BGD in  New Guinea al s o  showed great 
kind ne s s  in  exp l aining the c omp any ' s p re s en t  ope rat i ons and in 
answering my many que s tions . All l e t ters q uo ted  wi thout acknow­
ledgement o f  s ource are from BGD rec o rd s . 

O ther men a s soc ia ted wi th the early d eve lopment o f  the Bulolo  
gol d f ie ld a l s o  al l owed me t o  go through thei r  p rivate p ap e rs : 
thanks are due espec i a l ly t o  Mr T .  Yeomans o f  S yd ney , t o  
Mr J . C .  C o ldham o f  Me lbourne ; and t o  Mr E .  B rough t on J ens en o f  
Ade l ai de . 

F inal ly , I owe a ve ry heavy deb t  t o  D r  R . G . C rocomb e , E xecutive 
O fficer of the New Guinea Re search Uni t , The Aus t ra l i an Nat i onal 
Univers i ty , who undertook the onerous edi ti ng o f  the o ri ginal d ra ft , 
and t o  Mrs Joanne Gray and Mrs S u s an F ai rc l o th .  for edi torial  as s i s t ­
anc e . I am a l s o  grate ful t o  P ro fe s sors J .W .  D av id s on and H . E .  Maude , 
o f  the Dep artmen t  o f  Pac i fi c  H i s t ory , The Aus t ral ian National  Univer­
s i ty , for hav ing read and c ommented on a more f i ni shed vers ion . 
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Thi s  s t udy trac e s  the d i s c overy and d eve lopment o f  a r emote 
val l ey in  a remo t e  c ount ry . It  covers  the p er i od from the days 
when the p re s enc e  o f  gold in New Guinea was only  rumoured , t o  
1 9 63 , when mos t  o f  the g o l d  h a s  been extrac t ed and a permanent 
c ommuni ty i s  forming around o ther indus trial i nt ere s t s . 

Seri ous inves t i gat ion for gold in New Guinea began about a 
c entury ago , when sc i ent i s t s  and o ther s f i r s t  examined the coas t 
and the out lying i s l and s .  At  that t ime New Guinea was unannexed 
and unc oveted by Europeans . I n  1884 -85 c ame the int rus ion o f  
internat i onal r ivalry , the d iv�s ion o f  eas t ern New Guinea between 
B r i tain and Germany , and the very gradual p ac i f ic a t i on of the mor e  
acces s ib l e  areas . 

F o l l owing this , the Germans mounted l ar ge s c i enti f i c  expedit ions 
up the maj or r iver s , whi l e  ind ividual p rospec tors  from the B r i t i sh 
s ide began to p robe the mountain areas at the r i sk o f  thei r  l ive s . 
I t  was not unt i l  the 1920s , however , tha t  gold was found in  
phenomenal c oncentra t i on in s ome o f  the s treams near Bulo l o . Thi s  
precip i tated a gold rush , whi ch quickly exhaus ted  thos e  d epos i t s  
amenab l e  t o  working by sma l l -scal e  method s . 

After the rush the s er ious d eve lopment o f  Bul o l o  began ; and i t  
i s  with thi s  d eve lopment that  this  s tudy i s primari ly c oncerned . 
I t  largely derived from the imagina ti on and bus i ne s s  acumen o f  a 
few men , and from the superb organi s a t i on and detai l ed p l anning 
which went into the operat ing c ompany , Bulolo  Gold  Dredging L imi t ed 
(BGD ) . To overc ome the tremendous obs tac l e s  t o  making Bulolo  a 
viab l e  enterp r i se they invented new d e s igns and new me thod s ,  and 
p i oneered the bulk air transp or tation o f  heavy equipment . 

B ut thi s i s  not a benedictory tribute . I have t ri ed t o  s e t  o ut 
c learly the cho i c e s  the company fac ed , the ways i t  made i t s  dec i ­
s ions , the r i sks i t  ran , and the mis take s i t  s omet imes made . What 
emerges i s  the p i c ture of a highly pro fi t ab l e  organi s ation which 
earned i t s  weal th through h ard work , fores i ght , and c ar e fu l  
financ ing. Moreover , BGD had to  b ui ld i t s e l f  up three t imes : 
the t otal des t ruc t ion dur ing the Pac i fic War nec es s i t a ted c omple te 
reorgani s at ion in 1945 , and as gold dred ging pe tered out i n  the 
1950 s ,  the company d iver s i f ied to keep i ts a s s e t s  working and the 
Bul o l o  communi ty a l ive . 
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I f  BGD c omes out o f  this his  with cred i t , i t  i s  becaus e the 
cred i t  i s  des erved . There are many s ides  to the one hears 
about fore i gn mineral weal th from p oor c ountries ,  
but none detrac t from the 1 with the j ob i s  done . 
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Like mos t  p re �ious sub s tance s , go l d  derives its value from i t s  
s c arci t y  i n  extrac table forms . Its value generates a wi l l  t o  seek  
i t  out . This l eads t o  a series  o f  observations and analog ie s , 
whi c h  may eventually p re c ip i tate a maj or s trike . In New Guinea 
the hi s tory of this proc e s s  e xtend s  over four centuries. 

The pos s e s s i on o f  gold  and s ilver was a means t o  p o l i t ical  
eminenc e in  s ixteenth c entury E urop e , and in  1 52 5  Ant onio  P igafe tti 
as s oc i at ed New Gui nea wi th the legendary Ophir , the Golden I s les , 
who s e  king he d e s c r ib ed a s  ' exc eedingly r ich in gold ' (Ke l ly 
1959 : 13 ) . Three years later Alvaro d e  S aavedra s i ghted New Guinea 
and named it  I s la del  Oro , the Golden I s l e ; but  i n  1545 I nigo Or t i z  
d e  Rete s  was dis il lus i o ne d  b y  his visit t o  the north coas t and s e t  
out t o  des t roy the idea t hat  New Guinea was a land of riche s . The 
s upposed  location of Ophir t ended to move further eas t thereafter , 
but t he conviction that New Guinea was a land o f  virgin wealth 
l ingered on . 

The expedi t i on o f  Quiros in 1 605 p erpe tuated thi s  conviction. 
Al though pers onally s c ep t ical of rep or ts o f  gold in the s outhern 
oc ean he sought financial s upport for his expedi t i on by quoting 
the Captain-Mayor of Tid ore , t hat New Guinea 

i s  a land o f  much gold , o f  which the nat ives make chains . . .  
and brac elet s  whi ch the women wear on thei r  neck and arms , 
and the men on p omme l s  o f  the i r  swords ;  and that they have 
s i l ver , and do not value i t , and pear l s  to  whi ch they pay 
no heed • • . .  (Ke l ly 1 9 59 : 1 5 . ) 

The p redominance o f  Dutch mercan t i l e  c ap i tal i st s  in the E a s t  
I ndies  early i n  the s eventeent h cen tury meant the end o f  a d irec t 
interes t in gold . They s ought p ro f i tab le avenues for the exc hange 
of Dutch goods for  local  goods ; e s pe c i a l l y  s pices  and s i lks , which 
could b e  monop o l i s ed , were not bulky , and could be  r e l i ed on to  
bring c ons i s tently high prices in E urop e . New Guinea ' s  rep utation 
as a p otent ial s ource o f  gold reced ed ; and as  more became known o f  
i t s  swampy and j ung l e -c l ad c oas t l ine dur ing the eighteenth and ear ly 
nineteenth centur ie s , the le s s  incent ive wa s there f o r  anyone t o  
t ry t o  make h i s  for t une b y  p lung ing into i t  in s earch of g o ld . 
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The revival o f  the idea tha t New Guinea held gold depend ed on 
sc i enti fic ob s ervati on and shrewd deduc ti on. Thi s  was fol l owed 
t owards the end o f  the nine teenth c entury by hundreds of hardy , 
exp erienc ed p ro spec tors . Viewed in the perspec t ive of a hundred 
year s or more , the cour s e  of the go l d  search in New Guinea c an be 
s een as  a s eries  of c onnected s teps within a s tead i  shrinking 
c irc le , eventua l l y  focus s ing on the Edie Creek/Bulolo area in the 
19 20s . 

The s ci ent i f ic phase  o f  the s earch began in 185 2  when the 
natura li s t , John Mac gillivray , who had accomp anied Capt . Owen 
S tanley i n  the sur vey ship Rat t le snake in 1 846- 5 0 , pub lis hed h i s  
ob s ervation s  i n  London . He noted that the geological  forma t ions 
in the Loui s iade s  Archipelago c ons i s ted of a mic a - s chi s t  frequent l y  
found in  as s oc iat i on wi th gold . The di rec t i on o f  thi s  and s imi l ar 
s chi s ts in the C a lvado s  Chain p ointed t o  t he mount ains o f  t he main 
i s land as  t he major formation o f  which t hey were p ro j ec ti ons . 
Moreover , Macgil livray fo und t r ac e s  of gold in p ot tery at Redscar 
Bay . T he p o t t ing c l ay c ame from alluvial  depos i t s  whi ch he assumed 
were was hed d own from the Owen S tanley Range . 1 

There were  doubter s  too:  Ott o  Fi nsch ( 1865 : 1 6 )  conc l uded in 
1 865 that no evidenc e  of prec i ous me tals had been found , though he 
may have been anxious not to arous e  Aus trali an int er es t . Other 
German wri ters  later reported that i n  1866 fur ther traces o f  gol d  
were found i n  p o t t ery from the s outh =eas t .2 

Mac gi l l i vray ' s  book was a li t t le too  ear ly t o  arous e Aus tralian 
intere s t . By the 1870 s , however , there was a very d i f ferent r 

atmos phere . The output of t�e Aus tralian gol d fie ld s  dramatically 
rai s ed b o th p e r s onal incomes and government revenue s , and provided 
inc entives for the exten s i on of the search . The fields  a l s o  p r o ­
duc ed mineralogi s t s  and p rospec tors who knew what t o  l ook  for ; and 
gave r i s e  to a nomadic , dis appointed breed o f  digger who had a lways 
arrived at o ther fields  too lat e  and was p repared t o  t ake any r i s k  
t o  be  fir s t  on a new find . A p olit i c al f ac t or c omp l emented the 
economic one : in  Aus t ralia  in the 18 70s a growing body of op inion 
s ough t  t o  annex New Guinea i n  order t o  fore s ta l l  any o t her power , 
and was eager t o  use  evi dence o f  mineral wea l th to  exc i te Bri t i sh 
intere s t .  

In the early years o f  the decade fur t her s c i ent i fic evidence 
was brought forward . Richard Daintree , t he Government geo l og i s t  
for North Que ens land , drew a tt ent i on t o  Macg i llivray's for go t t en 

Mac gi l l ivray 1 852  V ol . 2: 69 . S ee als o  Vol. 1 : 188 and 2 10 .  
2 e . g .  ZBl ler ( 18 9 1 : 4 3 1 ) , Blum ( 19 00 : 1 1 1 ) .  Acc ording t o  Reed 
( 1943 : 7 9 ) , Germans in Aus tralia  in that year had urged German 
annexat ion o f  eas tern New Guine a . 



ob s ervations. Daintree had found new 
on ............... ,,., .... 

rea s on why 
9s o f  
should not b e  

in l and 
trends and s aw no 

Guinea too 

I n  February 187 3 , Cap tain Moresby o f  H.M.S . p icke d  up 
-bear ing on t he h i lls around Fairfax Harbour (More s by 

187 3 - 74 : 9 )  He tried t o  play down his , s aying that too 
much s tres s  on mineral wealt h wo�ld attract ' the  l eas t valuable , 
becaus e t he least  , c la s s  of colonis t s ' .  He feare d  t he 
' evils a t tending a gol d- rus h '  and felt t hat the immediate need was 
for agricultural s e t t l ement (More s by 1876:154, 326). 

He was s upported by the mis s ionary W. Wyatt Gil l , who was 
anxious not to see  the nati ves demoralis ed by contac t  with white 
p ro sp ect or s .  Gill ( 187 3 29 - 30) tried t o  dis p e l  the imp re s s i on 
t hat there were  p ayable of gold and out that in 
t hree vis its to the i s land he had seen none. He i mplied that in 
previous r eports  pulveris ed shells in native had been mis -
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t aken for flake gol d. This is unlikely in fac t as Macg i  was 
an acc omp l i s hed c onchologis t . 

The c aut i on s hown by Moresby and Gi l l  was thrown t o  the wind s 
by t he V i c torian Agent -General in London . I n  a addres s  t o  
the Royal C o l onial Ins t i tute i n  1874  he inf l ated  Moresby ' s  p i ec e s  
o f  quart z  t o  ' go ld reefs ' ;  and to add s ub t le enc ouragement  s t ated 
t hat it would b e  ridicul ous to  t ry to  p revent a gold -rus h (Mic hie 
1874-7 5 : 129 - 38 ) . 

T he que s t i on o f  New Guinea gold had now become involved wi th 
the agi tation for B r i tain to annex t he eas tern s ec t or of t he 
i s l and. I n  187 5  a de l egat i on from the Royal C o l onial Ins t i tute , 
mixing economic and humanitarian mot ive s , p e t i t i oned t he S ec retary 
of S tate for the C o l onies  for B r i t i s h  annexation whic h they c l aimed 
was imp erat ive t o  p ro tec t t he natives from the d i gger s  
when t he g o l d  became known�l 

Rumours o f  a rush were bound to  prov oke one , as  many annexati on ­
i s t s  undoub T he spark was by t he red i s c overy 
of gold quart z  near P or t  Moresby in 187 7  (Von Gni e l inski 1958:7 8 ) . 
T he news l e aked t o  Aus tralia  and , desp i t e  pres s warnings of  t he 
dangers , s c ores  o f  i l l - equipp ed prospec t ors arrived , many t o  die  
o f  fever and malnut r i tion wi t hin mont hs. 

P rospec t ing was c arr ied on s ucc e s s ive ly in t he Loui s i ades , 
Mi lne B ay ,  and then i n  the nor th=eas t o f  B r i t i s h  New Guine a , 

1 
New Guinea 1874=7 5 : 19 1 �3 . On B r i t i s h  avers i on t o  

becoming invo lved , s e e  S ir W .  MacGregor ' s  I ntroduc t i on to  
19 1 2 : 2 1. 



8 

adj oining German t erri tory. In the l at ter area 
f ound on the Mambare River in 189 6 ,  and on t he Gira in 189 7 .  
the Gir a  prospect ing extended northwards t o  the Upper  A ikora , 
then t o  the War ia  River , which ran for mos t  o f  i ts l ength 
German New Guinea (Murray 19 1 2 : 3 2 3 -4) . 

was 
From 
and 

Prospect ing and p anning in this region long entai led grave ri sks 
for the miners  and complications  for the government. For many 
miners low pro f i ts provided a c o ns t ant inc entive to go fur ther 
afield . Prospectors  s trayed well beyond t he frontiers of admini s �  
trat i ve control, s omet imes spending months in unexplored country; 
mountainous and jungl e -covered , and inhab ited by people who were 
cons t antly fight ing amongs t thems e lve s .  

Gold quickly a s s umed an impor tan t  p lace in the economy o f  
Bri ti sh New Guinea .  During the firs t decade o f  admini s t ra tion 
the colony produced a t  leas t 2 7 , 600 ounce s  o f  gold , at a value o f  
f,3 .15. 0 a n  ounc e . Dur ing that period ( 1888 -98) gol d  represented 
54 p er cent o f  t he to tal value o f  the c ol ony ' s export s . l P robab ly 
a great deal more was t aken out b ut not dec l ar ed to government . 

1 Bri ti sh New Guinea Annual Report  189 7 =98�  p . xxxv i i i . 
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The German annexat ion o f  north -eas t ern New Guine a , which 
influenced the s e arch for gold there , began wit h  the flo t a t i on 
o f  the Neu Guinea Komp ani e  in 1884 with a c ap ital o f  s ix mil l i on 
Marks . It was granted Impe rial p ro t ec t ion for land secured from 
the native s in unannexed New Guinea . 

D r  Otto Finsch , on b ehal f o f  the Kompanie ,  then made t reaties 
for land wi th nat ive 'chiefs ' .  German gunboat s fo l lowed F ins ch 
and r ai s ed the Imperial  f l ag . In 1885 B r i t ain and Germany defined 
thei r  spheres of  i nfluenc e in  New Guinea ; and an Imperial  C harter 
authoris e d  t he Kompanie t o  exerc i s e  s overeign in  the name 
o f  the Government ove r  nor th -ea s t ern New Guinea . Thes e  ri ght s  
were s urrendered i n  1899 when the Imperial  Government as sumed full 
res p ons i bi l i ty for t he c olony ' s adminis trat ion . 

German p o l icy c oncentrated on the pro duc ti on o f  raw materials 
( coal , o i l s , cot ton , e tc . ) for her develop ing indus t rie s . Thi s  
p ol i cy was unsuc c s s ful but i t  dominated German thinking and dis ­
couraged the s e arch for gold . The Germans ' main achievement was 
in agricul tural development in c oas tal  areas . I t  d i d  not l ead t o  
the far -ranging ac t ivi tie s o f  gold prosp ec tors whi ch helped open 
up the interior  o f  P ap ua , and which by the 1890s gave gold a majo r  
p lace in Papua ' s  economy . 

A s  far a s  the s earch for gold was conc erned , German e xp lorat i on 
was i l l -direc ted and p lanned . They  t ended to p lac e thei r  
faith in mas s ive exp ed i t i ons wi th dozens o f  s c ient i s t s o f  as s orted  
persuas i ons and hundreds o f  nat ive c arriers . Such expediti ons had 
a wide var i e t y  of ec ts , geograp hical , geological , e thnological , 
economi c , and s o  on . This thoroughnes s  r educed  mob i l it y  and s ingl e ­
mindedne s s , t he very qualit ie s  which g o l d  p rospec t ing in New Guinea 
demanded . As ear l y  as 1891 Hugo ZBl l er (1891:181-2) p oint ed t o  the 
d i s crep ancy between gold p ro spec t ing me thod s and s uc c e s s e s  i n  
German and B ri t i sh New Guinea and i ns i s ted that p ayab l e  gold  woul d  
be  l ocated only by fol l owing the me thods us ed over the border : 
Aus tral i an p ro spec t ors  should b e  allowed , even a s s i s ted , t o  r ange 
into the mount ains and s hould be given s ome a s s ur ance of adequate 
rewards from thei r  find s . 

9 
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Unt i l  1906, however ,  there for the German 
c ol onies . An arti c l e  in the in 1897 p ointed 
out that prospec tors  from the New Guinea could 
not be exp ec t ed to s t ay on their  own of the b order , even i f  
they c arried ins trumen t s  t o  p inpoint the ir  p o s i t i on ;  i t  was fe l t  
that  i f  Germany c ould  be  p er s uaded t o  pas s a l aw s imi l ar t o  
that  o f  Queens l and or New South Wale s , and to pursue a p o l icy o f  
l imi ted non� inter ferenc e , 'the ripe frui t wi l l  fal l at her feet 
though she never l i f t  a f inger '  (B lum 1900:140-5). 

The fai lure o f  the Kompanie and , later , o f  the Imp eria l  Govern­
ment to fol low s uch a p o l i cy seems to have been due p ar t ly t o  an 
atti tude of nat i onal exc lus ivenes s .  The det ermi nati on to c onc en­
trate on the c oas tal  areas prob ab l y  al s o  c ontr ib uted , for officials  
were aware of  the  involuntary extens ions o f  government influence 
which tye ac tivi t i e s  of  p rospectors had c omp e l l ed in Brit ish New 
Guinea . 

D e s pi te the unc ertainties , many Aus tral i ans app l ied f or p ermi t s  
t o  s eek gold in  German New Guinea during the 1890s. S ub s tantial 
financ i a l  interes t s  wer e  s omet imes invo l ved; but the Neu Guinea 
Kompanie res erved i t s  r i ght s . I n  the spring of 1897 however , a 
p arty o f  Aus t r a l i an p r o s pec tors rec e i ved s ome he lp from vo n Hagen , 
the Landeshaup tmann in HerbertshBhe ; but h i s  hands wer e  t i ed , and 
a l t hough the party found traces  of gold on the As trolabe p lains , 
the res trictions on their work s ee m  to have made it s c ontinuance 
imprac t icable . 

Becaus e o f  thei r  agricultural p o l i c y ,  t he German Admini s tration 
was not anxious t o  f ind go l d . I t  has been c la imed that Germans 
who made money by o ther means - for exampl e , B ird  o f  P aradis e  
p lumes - wer e  ·unde r  an ob l i gati on t o  c lear l and and pl ant p alms 
in prop or tion to the ir  p r o f i t s ; arid , according to one r ep or t , 
enquiring prospe c tor s were t o ld that o ne - third of all their  gold 
p roc eeds would have to be reinvested in agricultural development . 2 

German economic c ond i t io ns and the world 's gold p o s iti on did  
not i mpe l  a desperate search for gold. I n  Germany go l d  did  not 
�epresent a d irect s ourc e  o f  income as  an exp or t  c onnnodity . I ts 
value depended in the f ir s t  ins t ance on  i t s  func t i on a s  a 
s tabi l i ser  o f  c urrenc ies  and o f  exchange , and thereb y of the 
growing indus tr ial economy . It is s igni ficant that connnentators 

S ee B lum 1900�112. Blum had b een in d i rec t corr e s pondenc e  wi th 
MacGregor , Governor of B ri t i sh New Guinea� who had l ed mor e  t han 
one relief  t o  extri c at e  p ro spec t or s . 
2 

For examp le , s ee an ar tic l e  
informat ion from a 

13.10.1926; al s o  
German r es ident . 
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s uch as  B 
or at leas t 
would b e  an the p roduc -

8). 

S ome formal recogni t ion was , however , given t o  the searc h 
when t he Neu Guinea Komp anie was an exc lusive c onc e s s i on 
t o  c ont 1nue gold p rosp ec t ing i n  the Ramu area  after i t  s urrendered 
i t s  chart er in 1899. Exp ed i t i ons p romo t ed by t he Komp anie  found 
many trac e s  o f  gold on the upper Ramu about the turn of t he c entury , 
but no thing in recove rab l e  c oncentrat i ons . All t he s e  exp ed i t ions 
were hampered b y  the wide range o f  s tudi e s  t o  whi c h  they were ex­
pec ted to devot e  themselves (Werner 1911:10-11). 

A.s imi l ar exc l us ive c onc e s s i on ,  t o  search for gold ove r  the 
s outh -eas t ern p ar t  of the p os se s s ion , was granted in 1901 to a 
syndicate  unde r  the c ontrol o f  the D i s c onto Ges e l l sc ha ft o f  B erlin . 
B e tween 1901 and 1904 thi s  s yndicate e s tab l i shed temporary bases  
at the Markham River mouth and at S a l amaua , exp lored the Franc i s c o  
River , and f ound p os i t ive evidenc e  o f  g o l d  in the s ands o f  the 
Waria River . Again , h owever , a good deal o f  t ime and money was 
s p ent on s c i en t i fic  work not direc ted t owar ds finding gold , and 
the s yndic ate ceased op erat i ons in 1904.1 

The great expense and l ament ab le f ai lur e s  o f  the s e  exp e di ti ons 
ended t he pha s e  of exc lus ive c onc e s s i ons , and opened t he way for 
the smal l prospec tor , though no pol icy p ronounc ement to t hi s  e f fec t 
was mad e . I n  1906 the Imperial Government  gazet t ed a Mining 
nance app l ic ab le to a l l  the co l onie s  except S outh-Wes t  Afri c a . 
Thi s  defined the maximum permis s i bl e  s izes  and c onfigurati ons o f  
c laims and leases , t he �and t axes and r oyalt ies  ( 1 . 5  p er c ent on 
the val ue of metals  extrac ted ) , cond i t i ons and p enal ties for 
b reaches (e . g . a f ine of 3,000 Mar ks or gaol for s ix months for 
mining without t aking out righ t s , or for tres pas s ing) . The c on­
di t ions wer e  reasonab l e  and c ould be a l tered acc ording to 
c ircums tance s  (S ec ti on 95). The change in at t i tud e  toward s  
pros pe ct ing was opportune , f o r  pres sure s  t oward s the b order from 
the Papuan s ide  were  very s trong . And b e fore 1906 thos e  prospec t ing 
and mining in nor thern P apua i nc luded numbers of Germans (Macdonald 
1907:171, 180-1). 

None o f  the P apuan fie ld s  was suffic iently valuab l e  t o  s a t isfy 
al l the miner s who flocked there . The p rospe c tors  moved nor thwards ,  

1900-01:18; 1901-02:23-4; 
were rep o rted  around the 

1937:467), b ut i t  was fi fteen 
years were made to  fol l ow up such reports . 
2 ;m..;..--..;�---....--..;;;;...;..�--=---.a. x, 27.2.1906. 
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following the trend of occurrenc e s  del ineated by 
Macgillivray, which led int o  the river s ources  within the c oas tal 
ranges. No one doubted that gold was the re;  i t  was s imp ly a 
ques ti on o f  it down 1906:340; For d  n.d.:17). I n  
1906 C .A.W . Monckton , the res i dent magis trate at  I oma , made a 
p atrol  t o  the Waria Rive r  t o  ver i fy a r eport  o f  gold , made by two 
p ro s pec tors C r owe and D ar l ing , t o  find h ow much o f  the r iver lay 
wi thin Aus tral ian , and t o  d etermine whe ther it would b e  
wor thwh i le c ons a road to  the area . He r ep orted ' very 
g ood go l d - dredging prop o s i t i ons ' along about two mi l e s  o f  the 
r iver on the Aus tralian s ide of the b order (Monc kt on 1922:233). 

There was no s ensational strike; but from then on Aus tr ali ans 
dri f ted nor th to the Wari a  and f i l t ered acros s the border . O f fic ial  
German at t i t ud e s  to  thi s  movement are not c lear . Lyng (n . d . : 65 - 6) 
c l aims that they d i s c ouraged i t  whe reas the miner P ryke c l aimed 
that  al though p ro spe c tors  b e l ieved that the Germans did  not l ike 
anyone prosp ec t ing in thei r  terri tory , the German Governor Hah l  
had as s ured him that s uc h  as n o t  the case , and allowed h im and 
his  brother to c ontinue unt i l the i r  c laim had b een worked out , 
wi thout p aying royal t ies  on gold s hipped or on food s tuffs  
imp or t ed . l 

The c aus e o f  the c hange in the German attitud e  s eems t o  have 
been plantation p roblems rather than the des ire  to extend admini s ­
trat i on inland . The r ap id development o f  coas tal  p lant ations 
c aus ed an acute shor tage of l ab our; and the mountain area s  c ons t i ­
tut ed p o s s ib l e  s ourc e s  o f  s upp ly (Rowley 1958:110; 1954:824). The 
German Annual Report for 1907�08 speaks of B r it i sh miners  in the 
vic ini ty of the border as  9exerting a p aci fying influenc e on the 
natives ' .  Thi s  i s  surp r i s i ng b ec aus e in P apua mine r s  had us ually 
created s i tuat ions whi ch demanded gove rnment p ac i ficat i on . 

In 1909 a s tation was founded at Morobe to open up 
the Waria  and to f ac i l i t at e  the delimit ing o f  the border. By 1913 
the Germans had built  a road inland to the watershed o f  t he 
Mouandinimbar , a t ributary of the War i a ,  and another to the lower 
Waria , the latter being twenty fee t  wide , with twenty - two bridges 
(Rowley 1954:828-9). 

Bec aus e the around the int er s ec t i on of the watersheds 
o f  the War i a/Ono and Watut/Bulolo s ys tems was very rugged , the 
Germans fai led to p enetrate t he area, for the nat ural ingres s l ay 
via the river val leys from the Markham t o  the north (Hah l  1942:92). 

A route from t he s outh was found the mi s s i onary 
P i lho fer in 1913. Fol mountain p aths in the vas t  tangled 
wi ldernes s  between the upp er Waria , the upp er Piaru and the upper 

1 
An uni denti fied  p re s s , amongs t  8 s paper s . 



Watut , his  cro s s ed a p l ateau 8,000 fee t e ventual 
raf ted down the lower Watut to the Markham junction. Had the war 
not intervened , this journey we l l  have been fol lowed up b y  
prospe c tor s . 

The emphas i s  on the Waria  a fter 1906 d iverted further attemp t s  
the Wa tut/B ulo lo area from the nor th . Ehlers  and 

through this area from the in 1895, b ut 
did not s urvive t o  relate their journey . Fur ther  was 
deterred by t he s avage reputation o f  the Watut and it was 
not until 1909 that DannnkBhler and made another attemp t 
and found gold . DannnkBhler was killed by na tives  but OldBrp 
s truggled back with the news . He o rgani sed a new expedit ion but 
was drowned the day he arrived b ack  at the Markham . Neuhaus s 
(1911, Vol. l: 442-4; s ee als o Zinnne rmann 191 372-6) published 
OldBrp's s tory ,  but it s eems to have discouraged further p rospect­
ing . He implies ,  however ,  that an ' E nglish' pros pector was on the 
Watut in 1910. 

A fter 1910 the German Admini s trat i on encouraged p ro s pe c t ing and 
at the s ame time t r i pled i t s  aid to the c o l ony . Thi s  was direc ted 
t o  agr i cu l t ural dev e lopment , but it was hoped that gold re turns 
would g ive innnedi a te re l ie f . 

During 1911 and 1912 vari ous small miners  held p ro s pec ting and 
mining r i gh t s  and s everal s yndicates  wer e  formed t o  the 
War i a  s and s . The W ar ia S ynd ic at e  c laimed that the I mperial  Govern ­
ment i n  B e rl in had given them exc lus ive r i ght s t o  t h e  ent i re area 
be tween th e Wari a  and Markham r iver s . Though l ocal  o f fic i als 
cont e s ted thi s  c l aim , the r i ght s s eem t o  have b een yiel ded as the 
Aus tralian Park and Pres t on were in 1913 g iven the 
r i ght to p r ospect  in the whole  d is tric t inland from the Huon Gul f , 

2 S uch inter-
' exp res s the 1906 Ordinance 

( S ec t . 93), threat ened to b og down; but the man b ehind 
the Waria S yndic ate , Rud o l f  Wah len , had considerable influence wit h  
the Government . It was almo s t  e s tablished procedure for 
the large c omp anies to secure r ight s  in B erlin which  they had b een 
re fus ed in New Guine a  (MacKenzie 1937:113). The cla im to exclusive 
r i gh t s  was revived by Wahlen ana o thers in l i t i gat i on forty years 
l ater , when they claimed c o mpens ation for the exploitat i on o f  
Bul o l o  (German Government Rec ords CP 103). 

According t o  the German Mining Ordinanc e , the maximum s iz e  for 
any one al luvial  l ea s e  was 100 hec tare s , but app arent l y  there was 
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n o  l imi t t o  the numbe r  of such leas e s . Records s how that one miner 
with extensive c once s s ions was obliged to  ins t all equipment on only 
three leases  at any one time . Res tric t ions on the number o f  native 
l abourers  emp l oyed were p robab ly c aus ed by the agri cul -
tural b ias in a t ime o f  acut e l abour shortage . 

Gold are one o f  the mos t s in the 
agreemen t . Under the 1906 Ordinanc e , a t ax o f  1.5 per  cent o f  the 
val ue o f  met al s  extracted was authori s ed , though local  authori t i e s  
c ould in s ome cas e s  depart from this p rovis i on .  In one agreement , 
however , royal ty was s et at one -eighth o f  the value of met a l s  ex­
trac ted during the fir s t  fi ve year s , a quarter of the val ue during 
the next five year s , and no les s  than half t hereafter (German 
Government Records CP 103 ) . Such a p rovis ion took no account of 
the marginal na ture of the Waria s ands . In 1914 the Direc tor of 
Mines from Hindeb urg , S ile s ia , e s t imated tha t  the War i a  c ontained 
900,000,000 cub ic yards of was h ,  but of an aver age value o f  only 
fourpence per  c ub i c  yard (Taylour and Mor ley 1933:5 ) . Thi s was 
not enough to make the r iver workab l e  by machinery , and the only 
extrac t i on method att emp ted was s imple boxing . In 19 1 2  thi s  
yielded the only gold rep ort ed t o  th e Admi ni s tration i n  the German 
p eriod , though no doub t a certain amoun t  was t aken acro s s t he 
b order by Aus tral i ans . A t otal  o f  onl y  f ourteen ounce s  was ex­
p or ted through the German Cus t oms . 2 

The one s igni f i c ant feature o f  German p o l i cy when the war 
s up ervened was the as s is t ance b eing given Australian p rospec t or s . 
Had the s e  men s tumbled on the r i ches  o f  Kor anga and Edie c re eks , 
the Germans migh t  have tended t o  restrict  s ub s t ant ial  c onc e s s i ons 
to their  own national s , and there was s tatutory provi s i on f or al l 
gol d  proc eeds t o  b e  real i s ed thr ough the Rei chsbank . 

One o f  the s e  p rosp ec tors did make a valuab le s tr ike . Arthur 
Darling ,  one of  the p ioneers o f  the Wari a , ignor ed German warnings 
and d i s ap peared a lone into  the mountains behind Morobe. It i s  s aid 
that he found gold at Koranga , which Park r e locat�d nine years 
later ; according to one account he showed nugge t s  to a German 
official (Demaitr e  1936 : 43-5 ;  T aylour and Morley 1933:6), but he 
was attacked by nat ives and died without r evealing his route . 
Gold was again found in 19 1 3  by a German par ty (German Annual 
Report 19 12- 13:28 ; Taylour and Morley 1933: 6) . Thus the s c ene was 
s e t  for intens ive prospect ing in thi s  area when t he war ended . 

S ee H .  Kl ink to Admini s trator , Rabau l , 3 . 3 . 19 , CP 1 03 , S et 1 .  
2 

Hernsheim C ompany (Rabaul)  t o  Adminis trator9  24.7.1 9 1 2  and 
3 1 . 10.19 1 2  = German Government Records CP 103 S e t  1 1. Al s o  Hah l  
1 9 42�9 2 .  
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New Guinea was the s c ene o f  the fir s t 
Aus tral ian troop s  in Wor ld War I .  In  
w. H o lmes was appo inted Adminis trator , whi ch he 
h op ed would be ' he l d  for al l t ime a s  a p os se s s ion for 
C o l oni z ing p urpo s e s ' , 1 meaning by thi s  a c on tinuati on o f  the German 

��u•G��vu policy, with Aus tral ian s  as  sett lers.2 Thi s inter e s t 
d ivert ed att ent i on from mineral p os s i bil i t ie s . 

Morob e  was the las t  d i s t r i c t  t o  
March 1 9 1 5 . The new Adminis trator , C o l . S .A. P e  , 
the ab s enc e o f  p lantations in the v ie which he fel t  t o  be  due 
t o  ' the p os s ib i l i ty o f  c ons iderab l e  gold  d ep o s i t s  b eing d i s c overed 
in the Warrio  [s ic]  r iver ' . 3 

A .M .  D avies , a corporal wi th s ome mining exp e r i enc e , was asked 
to  inves t i gate  and r eported tha t the Wari a  s and s all  c ontained 
gol d , but in  s uch c oncentration that only smal l - s c al e  t reat -
ment migh t  be  4 Thi s  was the  men t i on o f  
p rospec t s  under the mi l i t ary Admini s tr a ti on .  

In  the Mor obe  D i s tric t the only d eve lopmental was the 
l aying out o f  a , t o  b e  worked by the natives 

1 
Holmes t o  Mini s ter o f  D e fenc e , 2 9 . 9 .19 14 

Archives ) .  
War Memorial 

2 ' Br i ti sh Admini s tration of German New Guinea ' ,  Government .---.-..-.-� 
V ol . l ,  No . 3 , 15 . 1 1 . 19 14 .  
3 

to  D e fence ' 10  3.19 1 5 . 
4 

Ibid . , 29 . 4 . 19 15 .  
5 

After the war , when the maj or gold s tr ikes had been made , 
C .H .  Ne l s on , who had been in charge at Mor obe  in 1 9 15 , c laimed t o  
have gold occurrence s  inland ; but c an 
be  found in the records t o  supp ort thi s  
28 . 6 . 19 26 ) . 

1 5  



1 6  

i n  l i eu o f  head t ax . 1 The O fficer in Charge in 19 1 9  looked forward 
to the early exp loi tati on by Aus tral i an s e t t l er s  of the ' ri ch 
al luvial  l and ' and for e s t s  the Markham and i t s  t r ibutaries , 2 

but gold d i s c over i e s  o f  the 1920s delayed the real i s a t i on 
o f  thi s  hope for thir ty years . 

No one.did any further inl and exploration th� war years , 
wi th the p os s ible excep tion of a s urveyor named Det zner who c laimed 
ep ic t reks between 19 1 5  and 19 1 9 , during which he cros s ed the Upper 
Watut and trave l l ed a l ong i ts eas t ern watershed (Behrmann 1 9 19 : 37 1-6) . 
However ,  a mi s s ionary c laimed that D e t zner spent  the war near a 
mi s s i on s t at i on , drawing on the experi ence s  o f  p i oneer mi s s i onari e s  
f o r  hi s mythical  trave l s . 3 Det zner ' s  s tory may be imaginary , but 
i t  mus t  have given c onfidence to the pos t -war p ro sp ec tors . 

The grant ing o f  a Mandate over the former German p o s s e s s ion to 
Aus tral i a , and the p ro clamation o f  c ivi l admini s tration in May 
19 2 1 , opened up New Guinea t o  gold prospec t or s . Many o f  the ' old ­
timers ' ,  ve terans o f  t he Yodda and the Wari a , l o s t no t ime in 
returning . 

B r i g . -General G . J . Johns t one t o  D e fence Depar tment , 27 . 8 . 1918 . 
2 

D i l l ane , quoted by Johnst one , 4 . 3 . 1919 
3 

Let ter by Rev . F . O .  Thi e l e , 1 7 . 5 . 1943 . 
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In 1 9 2 2 Wi l l i am ( Sharkeye ) P ar k  l ocated p ayabl e a l l uvial 
on Kor anga The s tory o f  his s uc ce s s  has b een t old too 
o f t en t o  bear but i t  was a j us t  for twenty years 
o f  per s i s t ence and dar i ng ( e . g .  Idrie s s  1933: 26-31'; Rhys 1942:71-2). 
Park went into p ar tnership with J. Net t leton , a f ormer pol i c e  
o fficer , but  i t  was s ome be fore news o f  the d i s c overy 
down to the coa s t  

At that t ime the D i s tr i c t  O f ficer a t  Morob e  was C ec i l  John 
Levien who l ater  the B ulo l o  val l e y  as a gold  
p ropos i  as  the for the d i s .tric t ,  he knew 
prec i s e ly what p ro gre s s  was being made wi th prospec t ing , 
l ar ly a fter  the promulgation o f  t he firs t Mining Ordinance in 19 2 2. 

By 1923 Lev i en was financing Ne ttleto n  and Park. He acquired 

inter e s t s  in a number of leases  while still stationed at Morobe, 
trans ferring them t o  hi s wife ;  then, feeling that this arrsngement 
was not with his , he from 
the adminis t rative s ervice towards the e nd o f  1923 
29  . 4  .19 27 ) . 

Mining in 1923 was s t ill on a very small scale. The efforts 
o f  Park and did not att ract much attention; by later 
s tand ards Koranga was not phenomenally rich , and only about 
miners  were it, with r ac e s  and b oxes (Waterhous e  
1932: 14). 

T he interes t of  t ho s e  who 
focus s e d  on the Waria River . 
9 , 2 20 acres  had been app l ied for 
wer e  conf ined t o  tes whe ther 
going further 

b igger r e turns .wa s  s t i ll 
and s leases  

on the river , t hough operat i ons 
va lue s  warranted the exp ense o f  

1922-23:52-3). 
A German , Kemp f , who had hel d  t he pre-war c onc e s s ions , was 

b ehind the moves to t e s t  the War i a . T hrough a not ed Melbourne 
bus inessman two were formed , backed by a 
memb er o f  the Melbourne S toc k Exchange , a broker , and an 
indus tr i a l i s t , t o  i nves ti gate the War ia c oas t al trac t and t he 
enormous val l ey t erraces . I nt ens ive interes t .  i n  the area had 

17 



been arous ed by the c laim for , t o  b e  in the 
region of £4 mi l l i on ,  wh i ch the former German War i a  S yndic ate had 
l od ged with the Aus tral i an Government .  Two we l l -qua l i fied mining 
engineers ,  B .V .  B ar t on and J . Coldham , were c o mmi s s i oned t o  
examine the val ley and the c oas t al trac t respec t ive ly (private 
informati on) . 

The War i a  t e s ting proved di s app oint ing and B arton and C o l dham 
went on t o  inves t i gate Koranga . B ar t on ap pe ar s  t o  have had s ome 
b acking from a new s ynd i c at e , Kai l i  Gol d  Opt i ons N . L . ; in  l a t e  
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19 23  and ear l y  19 24 he put  down a number o f  p i t s  o n  t he upper  
Bul o l o  b e tween Edi e  C reek and Wau C reek ; .he  c onc luded t hat the 
value s  were regular and warrant ed furth er inve s t i gation , but that 
becaus e o f  t he l ac k  o f  ade quate transpor t , the o pt i on t aken by the 
c ompany should be s urrendered. On what late r  became Kai l i  4 lease , 
immediately b e l ow the j unct i on o f  Koranga Cree k ,  B ar t on e s t imat e d  
1 , 10 3 , 000 c u  yd , o f  a value o f  one shi l ling and t enp enc e p er c u  yd 
(Waterhouse 1932:14). 

When Col dham arr ived a t  Koranga in S e ptember 1924 George Arnol d  
was get t ing .good r eturns o n  the main r iver and from s ha l low b eaches 
at the lower end of the Bulolo gorge , but Arnold was unab l e , with 
p r imi t ive equipment , t o  r each b edrock where value s  would  b e  more 
c onc e ntrated . C o ldham moved downs tream to the Watut junction and 
immediately realised the probable extent of the gold flow ,  a s  t he 
r iver had meandered over a wi de , flat val ley for thousands of 
year s . The prospec tor s  regarded the flats a s  unworkable; and for 
a small man , the quality of the valley gold was not high. 

C o ldham made  a reconnai s s anc e  t e s t ing of  the c entral  s e c t i on 
' by sinking about 30 potholes to water leve l  and taking p an s amp l e s  
as  the pothole s  were being deepened• (private information) and 
f ound that rich v a lues ·began below what was workable at a p rofit 
by the means t he n  in use. He conc luded that Bulolo was ' a  t ext­
b o ok c er tainty ' and on hi s r e turn to Arnol d ' s  c amp p egged o ut s ix 
l eas e s  in  the names o f  h ims e l f  and the f ive Me lbourne d irec tors . 
When he returned t o  Mel bourne , however ,  he found that his and 
B arton ' s adver s e  rep o r t s  on the Waria  had ki l le d  al l interes t  in 
the inves tment of further c ap ital . 

Thi s  l e f t  the field ope n  for Levien, that rare and formi dab l e  
c ombinat i on o f  opport uni s t ,  p ract ical  man a nd vi s i onar y .  A lready 
in  hi s early f i f tie s , he had mined in Wes tern Aus tralia  between 
189 3 and 1906 and had extens ive admini s tr at ive and mi l itar y ex­
perience s ince then. Al t hough tes t s  had shown t hat there were 
p robab ly vas t areas of  gold-bearing grave l , others had pas s ed 
them b y  becaus e tran sp o r t  was lac king or c apita l  could not b e  
rai sed . D i f f i cul t i e s  o f  this kind only r oused Levien1s determina= 
t i on and s t imulated h i s  i magination . Dur ing 19 24 Levi en c ont inued 
working hi s Koranga c laim , and a t  the s ame t ime watched the t rend 
o f  resul t s  as  o ther mine r s  moved up and d own the river . He noted 



that  s ome of the l ate arriva l s  won . up to ounce s  p e r  box per 
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d ay by was h ing the  beaches ·in the gorge , jus t abo ve the flat s , and 
he concluded that s ur face dep os its , to the s t reams and 
recoverable by simple me t hods , were only a of what mus t h ave 
been ·gradual ly.dep o s it ed on the flats. He · realised that the pha se 
o f  p rimitive e xploitation by individualS mus t  give way t o  large ­
s c al e  d e ve lo pment by companies wi th substantial 

E ar ly in 19 2 5  he moved down to the and c onduc ted  his  own 
t e s t s  by a line of  shaft s . From the s e  he e s timate d 
that  he could peg an area  o f  2 , 000  ac res containing a d redge able 
yardage o f· 23 , 000 , 000 cu yd, for a gold value o f  two s hi l lings per 
cu  yd ... an e s t imate ,  as  it later proved , remarkably clos e t o  the 
truth . An integrated p lan was taking shape· in his mind . He noted· 
that  ample wa·ter  was ava i lable for h yd ro -e lec tric p ower ; ·  a timber 
indus t ry c ould be c re .ate d  t o  pay the cost of a ·road or light rail­
way t o  the c oas t , via the Markham and .Wat u;t ;  rec ogni s ing that 
transport  was t he key prob l em ,  he  even ment ioned ' aviat ion poss ib i -
l i t i es ' . He s tated frankly t hat would be p oint l e s s  rushing . 
into the prop osal  without fur ther inves - though 
he thought �p t imi s t ic a l ly that ab out ;ooo might

· 
b e  ade quate f or 

a s t art . F inally , he .aske d  an acc ountant friend , C .V .T .  We lls , 
to  secure support in.Melbourne for what he c a l le d  'a re 8rllY good 
gold -dredgi ng and s aw -mil l ing prop o s ition ' (r'drie s s  1933: 100- 1) . 

The e s s enti a l  featur e s  o f  the Bulolo  o f  the 1930s  were thus 
already mapp ed out in Levien ' s  mind , but no bo dy was intere s ted : 
s o  many glorious g o l d  prospec t s  had been.c laimed in New Guinea 
that Ausfral ian. finarieial cir c l e s  had become di s i l lu s i oned . Then 
provident ia l ly c ame the

· 
big  s t _rike at Edie  Creek i n  192 6 . Thi s  

re ·gai ned the inte re s t  o f  Aus tral ian financ i _ers ,  and led ul t imat:ely 
to a clarification of l aws and _o fficial  at ti tude s , a llowing l arge­
s c ale devel opment . 

In  J anuary 1 9 2 6  W .  Roy�l and R. G l as son dec ided t o  a s cend 
Mt Kaindi in the hope o f  loc at ing one of t he main s ource s  feeding 
a l l uvial  gold into the Bulo l o . They had t o  s truggle upward s 
through d amp , c linging undergrowth t o  an a l t i tude o f  more than 
6 , 000 ft be fore the s tream l eve l l ed out to s ome extent . I t  was 
l ater s hown that at thi s p oint upper Edie  Creek  tumbled over a 
b arrier of hard s late  which constituted a natural wal l  ret aini ng 
mos t o f  the heavi er gold. 

The men had onl y  to wash one or two d i she s at  thi s  l eve l to 
know that they wer e  on t o  a s tr ike f ar mor e  valuab l e  than 
yet known in P apua -New Guinea . R·o yal returned  to Bulolo  e ar l y  in  
February 19 2 6 , and brought in four o ther men (F . Chi sho lm , W .  Money , 
J .  Sloane and A .  Royal) , and vThe Si x '  t hen pegged out the bulk 
of  the mos t valuable 

The admini s trat i on o f  the area c reated s ome d i fficul t ie s . T here 
was no o f f i c i a l  at Bulo l o , s o  that al l c laims for 
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regi s tration had t o  be s ent through mes senger s  to S a lamaua . A 
surveying p ar ty was not s ent to  the field  f r om  Rabaul unt i l  July . 
Moreover , the Mining Ord inanc e o f  19 2 2  was b ad ly c ons t ruct ed and 
i l l  adap ted t o  the kind o f  alluvial c ond i t ions found in the Edie­
Bulolo  area . Dredging and s luic ing leas e s  t o  the extent o f  240 
acres c ould be app l ied for , but the area c ould be p egged out in 
any shape so that , if approved , it c ould t ake in vi rtually the 
whole  of the l and worth working (Argus , 23 . 8 . 19 2 6 ) . 

There was , too ins uffic ien t  p rotec t ion for the smal l miner . 
On a new field s uch as that at Edie i t  was c us t omary for miner s '  
c laims , of smal l area , t o  b e  given priority until  the p o t ent iali­
t ies  had been more ful ly reveal ed . C omp any deve lopment was also  
ob s tructed for the legi s l at ion a l lowed individual s  extens ive 
pegging rights  wi thout adequate s afeguards . Thes e  faul ts were t o  
p rovoke much agi t ation and , ultimately , re form . 

Due to the ac tions o f  the S ix ,  the inac ce s s ib i l i ty o f  the field , 
and scep tical reac t ions in the Aus tral ian pres s , the maj or rush t o  
E d i e  did not b egin unt i l  the s ec ond hal f  of 19 26 . E die  Creek lay 
in an ' Uncontr ol led ' area , which meant tha t  no one c ould t r ave l 
there wi thout o f fi c ial p ermi s s ion , and the Adminis t rat i on c urb ed 
immigration , mindful of the rush to the Lakekamu field in P apua 
in 19 23 , when 147 men died from dysentery al one in three weeks 
(Rabaul T ime s , 29 . 10 . 19 26) . 

Few nat ive l abourers , even a t  £ 20 t o  £ 25 each , were wi l l ing t o  
walk t o  Edie and work i n  the cold and the damp , and this  re s tr ic ted 
p rospectors . The Admini s tr ator warne d that Ed ie was not ' a  p oor 
man ' s  fie l d' ; and t he Rab aul T imes calculated that financ i a l  b ack­
ing o f  at l e as t  £ 7 00 was needed to s at i s fy the Adminis t rat ion that 
a prospec t ive miner was c ap ab l e  of  b eginning work on a c laim arid 
o f  mee ting his  ini tial  c ommi tments (Rabaul T ime s , 29 . 10 . 19 26) . 

For thos e who d id rai s e  the c ap i tal , trave l t o  Rab aul  and then 
to S al amaua , s ati s fy the Admini s tration , and finally make the 
exhaus t ing eight  day c l imb o ver the mountains t o  Edie  it was 
frus trat ing to  f ind that the b e s t  ground was already i n  the hand s 
o f  s ix men . 

Angry prote s t s  were made throughout the second ha l f  o f  1926 . 
Though not d i rec t ly invo lved , Levien was one o f  the p rinc ipal  
ins t igator s o f  the c r i t i c i sm ( Rabaul T imes , 29 . 4 . 19 27 } . He though t 
t o  promot e  h i s  own proper ties  by us ing the agi tation as a p lat form 
which would pub l ic ly c onnec t  h i s  name wi th the area , and t o  
demons trate t o  the Admini s tration how d i f ferent h i s  p rop osed 
deve lopment o f  Bulolo  was from the exc lus ive pegging at  E d i e . 

Lev ien knew that wi th the pub li c it y  o f  the s trike , i t  would now 
be pos s ib le to rai s e  c ap i tal , and on 2 2  Feburary 19 26  he s ent a 
c oded c ab l e  t o  We l l s in  Ade l aide : 



Phenomenal a lluvial has .been found a t  Edie Creek 
five mile s from Kai l i. B e l ieve reef  a l s o . 

1 

We l l s app ro ached F . . Joyner, a s olic i to r , W 
merchant , arid A .E . Evans , a prominent acc ountant who was 
call on a · wide c irc l e  o f  p otential inve s tors . Thi s  group 
a c ompany known· as Guinea No , whi ch was f i rs t 
regis t ered on 18  May 19 2 6 . The pub lic s tand ing o f  the tors 
gave the c ompany securi ty , b ut i t  was hindered b y  the r i sks as s o -
c iated wi th any new venture . 

The nominal c ap i t al was £ 2 , 000 in  £ 1  share s , o f  which 
800 were i s sued in l o t s  o f  SO . Desp ite  Levien ' s  opt imi s t ic rep ort s , 
no c laims were made a t  any stage that d id not have adequate , expert 
sub s t ant iation . Thi s  p o licy dif fered from thos e  of other small 
c ompanies  which sprang up in l ate 19 26  throughout 1927 , b as ing 
al l their  promi s e s  on what they hoped t o  A s  late as 193 1  
there was no sys tem o f  o ff icial veri fic ation of c l aims which 
went company prospec tuse s , and all that  the Adminis trator 
c ould do was to warn the pub li c  o f  ' fly ... by ... night ' c oncerns batten­
ing on Edie C reek ' s reputati on and the. Aus tral i an pub l ic ' s · 

gul l ib i li ty . 

Levien was the only miner who had maintained leases  on the 
Bulolo  flats (Duns t an 193 1) and one of  these , the lea s e  known as 
Kail i 4 ,  was inve s tigated by Guinea Gold . 

A f ormer manager o f  the B roken H i l l  Centra l  mine , J ames Hebbard , 
was s ent t o  t e s t  the area , and wi thin . a month he c ab led  the direc ­
tors  in Ade laide s trongly recommending the exerc i s e  of the op tion , 
add ing tha t he had a l s o  made arrangement s  t o  secure 1 , 5 00 acres on 
the l ower Bulo l o  River (GGNL Minute s )  .. The direc t or s  were now 
c onvinc ed that they were on to something wi th enormous 
The authori sed capi tal  of the comp any was increas ed t o  £ 10 , 00 0  in 
J uly and t o  £ 5 0 , 00 0  in S ep temb er . 

Hebb ard fe l t  Kai l i  4 gro s s  underes t imated when 
B ar t on had examined i t  e ar l ie r . He thought B ar t on had mis s ed the 
r iver beds  - the r iver having changed i ts c ours e many t imes - and 
had s amp led only the p oorer terrac e s  and he ful ly endorsed wi th 
C o ldham the p r ob ab i l i ty o f  greater values at dep th on the Bulolo  
flats ; wi th e s· t imated working c o s t s  s ixp ence per  cu yd , an amp le 
p ro f i t  margin woul d  be availab le (Repor t dated 3 0 . 6 . 19 2 6) . The 

l 
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original is now 

f i r s t  formal 
On 1 1  May p ower o f  

Well s ' 

t o  d i s cuss format ion was he l d  on 7 May 
was t o  i n  the 

B ook of GGNL) . 
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dep th o f  the river depos i t s  was e s t imated at  about fi ft een fee t , 
but no adequate t e s t ing equipment was avai l ab l e . Thi s  p r oved t o  
b e  the f i r s t  of  tho s e  gro s s  undere s t imates  of  dep th whi ch were not 
revealed unt i l  1934 . 

At tha t  t ime there was l i t t l e  intere s t  in  deeper gravel s  b ec ause  
transport d i fficul t i e s  appeared ins o lub le and only l igh t  machinery 
c ould be b rought  in . Hebbard ' s  respons ib i l i ty was mere ly to ascer­
t ain whe ther the r e  were s ufficient res erves o f  p ayab le  gold  workab le  
by exi s ting method s , .  

Whi le Guinea Gol d  was d evelop ing , Levien ' s interes t  in Edie 
C reek c ont inued . By the end o f  19 2 6  there were almo s t  200 men on 
the fie ld , living in  a d amp , c ol d  c limate under dep l o rab l e  c ondi ­
t i ons . Much s icknes s occurred , and i t  fel l  t o  Mrs B oo th , who s e  
C li ff s

.
ide l e a s e  l ay al ong the Ed i e  trac k  at  a heigh t  o f  only 3 , OOO 

feet , to s et up a makeshi ft h�sp ital  and c ar e  for b oth Eur opeans 
and nat ives (B oo th 19 29 : 148 - 7 1 ) . 

Grievances  among the miners ,  c aus ed by official  neglec t and 
d i s appointment , created a s i tuation at  Edie which threatened to  
become ugly . As e ar ly a s  May 19 2 6 , protes t s  at  the extent of the 
' B i g  S ix '  leas e s  were being sent to the Admini s trat ion . Levien , 
a lthough he  had no c laim ,  p layed an ins trumental role  i n  the 
s ending o f  one s uch l e t ter . l 

Levien was a l s o  a member o f  the Morob e D i s t ric t Mine r s ' As s o ­
c i at i on ,  whi ch was c reated in order to have c·lar i f  ied the que s t i on 
o f  leas e s  and c laims . The l ac k  o f  a res i dent o f fi c ia l  and o f  
s urveyor s  was l argely respon s ib l e  f or the a l l oc at ion o f  leases  
ins tead of c laims on new al luvial  ground . In Augus t the mat ter 
o f  the leas es  was rai s ed in the Aus tral ian P ar l iament . 2 

The As sociation opened a campaign by p egging the whole area , 
inc luding the lease s , int o individual c laims , which were then 
b al lo tt ed . As s ome who s t arted work on the s e  c laims were heavily 
fined , every man put a spad e ful o f  ground through a s luice-box ·, 
making a l l  equal ly gui l ty .  When r eported in the Aus tralian pres s , 

Levien c l aimed that the s i tua t i on was analogous to that on the 
Nami Creek , where he had been refus ed a le ase under s imi l ar c ir ­
c ums t ances ; and p ointed t o  a s imi l ar anomaly i n  the Merri  Creek 
area , whe re Guinea Gold was interes ted in a c la im and ano ther man 
had been granted a lease  (Rabaul Times , 29 . 4 . 1927 ) . Whereas a lease 
c ould be 240 acres , a c l aim was l imit ed to 200 feet by 100 feet . 
2 H .  o f  R .  Deb a te s , 3 . 8 . 19 2 6 , V o l . 1 14: 47 7 1 ;  a l s o  Sydney S unday 

15 8 . 19 2 6 . 



the s e  ac t ivities  c a�s ed the Government s ome embarras sment . l In 
November 19 2 6  the As s oc iat i on c ab led Prime Mini s ter reque s  
pos i t ive ac t ion on the d isputes s urround ing the , the ap -
p ointment o f  a warden , and medical fac i l i t ies . A r epresentat ive 
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was al s o  s ent to Aus tralia  to pres s for an (Anon . 19 28 : 153) . 
Levien , through an agent , had drawn one o f  the bal l o t ted c l aims , 

but his real mo tives for p ar ti c ipating in the Edie  Creek d i sp ut e  
s temmed from h i s  d i s s at i s fac t ion wi th the Ord inanc e and Regul at i ons , 
and the arrangements for p o l icing them . Without r e form ,  Levien 
knew there c ould be no p romi s e  of a s t ab le indus try at trac t ing 
sub s t ant ial  c ap i t al . 

I n  March 19 27  the C ommonweal th Government app oint ed a B r i sbane 
l awyer , P .B .  Mac Gre gor , as Royal Commis s ioner t o  determine whether 
the Admini s trator had granted dredging and s leases  j udici ­
ous ly ,  and whe ther ' reas onab le provi s i on '  had been made for the 
admini s trat i on of the fie ld (MacGregor 19 2 6 - 27 : 3 ) .  Levien was one 
of the mos t  force ful witne s s e s  at the hear ings , but the C ommi s s ioner 
attributed his  interventi on to ' hi s  des ire to help the flotat i on 
o f  his  own properties  on the Bulolo ' (MacGregor 1 9 2 6- 27 : 9 ) .  In a 
s ens e , thi s was t rue ; but the enquiry revealed that  the Ordinance s  
themse lve s wer e  inadequate and that thei r  app l i c at i on had been l ax .  
The pub l ic  hearing was nec e s s ary t o  s afeguard future deve l opment . 

Though the C ommi s s i oner c onc luded that the Admini s trator had 
been wi thin hi s r i ght s in awarding the leas e s , it was imp l i ed tha t  
the areas granted had been exc es s ive , and were j us t i fiab le only 
becaus e the reward c laims which the Ordinanc e autho r i s ed ( a  maximum 
o f  five , each 100 �ee t by 50 fee t )  were totally inadequate . Unde r  
S ec t ion 37 o f  the Ord inanc e ( No . 19 / 19 2 2 )  the Admini s trator c ould 
grant leas e s  up to  240 acres  over any Crown l and proc l aimed a 
dredging and s luic ing area , and though hydr aulic equipment was 
supp osed t o  b e  us ed , such lease s  were normal ly regarded as a por t ­
manteau cat egory . Levi en fore s aw that sma l l  men , unre ady or 
unequipped to t reat a l luvi al ground by dred ging or s luic ing , c ou ld 
thus keep large areas tied up . 

· 

A new Ordinance of  1928 , b as ed on the Queens l and Mining Ac t o f  
1898 , rec t i fied  the mos t  prominent  faul t s - of the 19 2 2  O rd inanc e .  
I t  drew prec i s e  d i s t inc t ions b e tween vari ous Miner ' s  C la ims , and 
Leases  which would norma l ly b e  he ld by c ompanies ; and i t  p r ovided 
s a feguard s  for b oth types  of deve l opment . F or examp le , D redg ing 
C la ims could be granted only over l and unsui tab le for sma l l - s c al e  
working ; and Leas e s . c ould  no t b e  granted o n  any f i e l d  for at l eas t 
two ye ar s  after i t s  p roc l amation . 

l ������ , 1 . 10 . 19 2 6 ; 8 . 1 1  . 19 2 6 .  On 1 6 . 1 1  . an 
amendment t o  the 19 22  Ordinanc e was approved , the p ena l ty 
for c laim j ump ing s ix months gaol ins tead o f  £ 100 fine . 
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Paradoxi c all y , the enquiry which had c ome about b ec aus e o f  
agi t at i on b y  smal l miners marked the end of  the smal l mining phas e , 
and p aved the way for d eve l opment by large c ompanies .  Thi s  change 
has been vividly exp re s s ed by the p i oneer prosp ec t or and exp lorer , 
Mick Leahy . He was succ e s s fu l  in the b al l o t  of Oc tob er 19 2 6  and 
t ogether with a German named B aum ,  rec over ed enough in three days 
t o  pay for a return v i s i t  to  Aus tral i a , and medical  treatment . 1 At  
the t ime he wen t  s outh , the p opul at i on of Edie was at i ts zeni th . 
S a l amaua had mos t  o f  the features  o f  a typ ic al goldrush town . Here 
miners c ould be s een b uying the i r  s t ores from Bur l e i gh C orman ' s 
s ac -s ac s tore and p ub , and organi s ing c arrier l ines for the l ong 
haul over the mountains . Ragged , d ir ty fi gures s tumb led  in after 
three or s ix months on the field , c lutching thei r  winnings in what ­
ever containers they h ad .  The l ine o f  thatched she lt er s spread 
out along the narrow s andy i s thmus and the a tmospher e  was that o f  
a b oom s e t t l ement . The ( 29 . 10 . 19 26) wrote : 

See  1 2 , 000 ozs  o f  gold go abroad the Montoro in one 
c ons ignment ,  s e e  a nonchalant b ewhiskered miner who 
s tacks his  gold in  b i l lyc ans - and has s ome few!  S e e  
p oker p layed f o r  ounc e s , and wagers made in b ags o f  dus t , 
and a ye l l ow mis t  b e gins to haze the wi ts  o f  the c aut ious . 
S alamaua may b e  a f l ash in the p an , but , WHAT A FLASH ! 

When he returned from Aus tralia in 19 27 , however , Leahy no ticed 
a marked chang e :  

The gold rush was over , and mining was entering on a new 
phase � that of b i g  bus ine s s . The t alk was now mos t ly about 
dredging leases  rather than c laims . I t  had b e gun to app ear 
tha t large ,  l ow-grade deposits  o f  all uvi a l  go ld a l ong the 
l ar ger s treams , that c ould b e worke d wi th mode rn machinery 
handl ing hundreds o f  tons of gravel a d ay ,  were of much 
greater importance than r ich but l imited dep o s it s  on the 
creeks . (Le ahy and C rain 1937 : 45 . )  
The inaugurat i on o f  thi s  pha s e  was largely the work o f  the 

Guinea Go l d  C ompany . 

1 
On s ome c laims i t  was p os s ib l e  t o  win up to 200 ounce s  in  a day . 

F or a de tai led descript ion o f  the primi tive methods used , s ee 
Booth 19 29 : 87 .  



Chap ter 5 

F rom 19 2 6  t o  19 29 the alluvial grave l s  o f  the Bulo l o  were 
thoroughly exp l ored . The Guinea Gold  C omp any took the le ad , and 
be tween May 1 9 2 6  and F ebruary 1928  spent £45 , 000 e s t ab l i sh ing a 
s e t t led organi s ation on the fie ld and an air s ervi c e  from the 
c oas t ,  working a lease  at Koranga , and tes ting more thoroughly the 
Kai l i  and S outhern lease s . l E arly in 19 28 , the real i s at ion of the 
enormous p o t ential f or deve lopment persuaded it to o f fer op t i ons 
t o  c omp anie s  c apab le  of r ai s ing adequat e  c apital . 

During Hebbard ' s firs t v i s i t , in June 192 6 , he and Levi en adop ted 
a o f  widespread pegging and took leases  as  far as  the Watut 
j unc tion , g iving Guinea Gold control  over the maj or alluv i al de­
pos i t s . I t  was not the c as e  of  a g iant arb i trar i ly pushing out 
smal l men in order to monop o l i s e  the ground , as  s ome l at er c laimed . 
The smal l  miner s  wh o had tried s imp l e  b oxing methods there were 
happy t o  up , and as tute men like George Arnold rec ogni s ed the 
need for machinery and mo re c apital (Hebbard t o  GGNL , 2 1 . 6 . 19 2 6 ) . 
Thi s  was true o f  Edie Creek as  we l l .  The warden ' s  for June 
19 27  s t ated tha t only tho s e  well vers ed in mining would get paying 
re turns , but that  there was a large fie ld open for ' mine r s  who are 
ab l e  to b r ing wat er on to higher p o int s and terrac e s  and who have 
a knowledge of mining by deep lead and 1 

The Admini s tration was symp athetic  t o  large - s c a l e  exp loitation 
by c ompanie s . I t  i s  not c le ar how far Guinea Gold intended �==-�Q 
the Bulolo  V a l l ey . The pub l i shed· Memor andum and Art i c l e s  
c i at ion l i s ted ( S ec t i on 2 ,  d )  the of mining 
leases  as  one of the obj ec ts , as  a s  p ro spec t i ng for , mining , 
and market ing gol d . 

Dur ing 1 9 27 , whi l e  the c ompany inve s t i gated the has t i ly acqui red 
Bul olo  leas e s , the Koranga and Kai l i  leases  ( known as  the upper 
leas e s )  were  devel op ed . The s e  wer e  sold by Levien to  the c ompany 
in Augus t  19 2 6  for £9 , 800 , whi ch Hebb ard pronounced as ' very reason-
ab le ' . The fol  month Levien was f i e ld s up erintendent , 

Sunnnary at General Mee t ing of  Guinea Gold Shareholders , 28 . 2 . 19 28 . 
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with C o ldham a s  r e s i dent mining engineer . Through Lev i en ' s c lo s e  
acquaintance wi th the d i s tr ic t , 140 native l ab ou rers were procured , 
desp i t e  the general shor tage . Unsystemati c  work on Koranga yielded 
300 ounce s  o f  gol d  in s ix weeks ; and in November 1 9 2 6  an hydraulic  
elevat ing p lant was ordered from S ydney . 1 S ome returns were e s s en­
t ial in order t o  maintain confid ence and p rovide for the t e s ting 
p rogram:  dur ing 1 9 2 7  C oldham c arried out further tes t s  by sha f ting 
on the s outhern Bulolo  l eas e s . 

Hebbard was as t ounded by the lack o f  government intere s t  in the 
transpor t prob l em when i t  had s o  much to gain from a r ap id expan ­
s i on o f  mining . He  s ugges ted that a l i gh t  rai lway , p o s s ib ly up the 
Franc i sco  River , migh t  be prac ticab le , or  e l s e  Guinea Gold s hould 
consider e s tab l i shing i t s  own air s ervi c e2 (Rep or t  of 29 . 5 . 19 26 ) . 
He h ad heard tha t an air t ransport c ompany , which c ould reduce the 
c o s t of c arriage t o  twopence per pound , was mooted . 

The Ade laide d ir ec t or s  of Guinea Go ld moved quickly to fore s tall  
the inaugurat i on of  an  air  s ervice  by anyone e ls e . Levien en­
c ouraged them , c alcul a t ing that even on a c on servat ive e s t imat e , 
the p r o fi t s  t o  b e  made from air freigh t  were ' s t art ling ' Land 
for air s trips had been secured , and a weekly minimum freight of 
20 t ons to s e rve the 150 whi tes  and 2 , 000 nat ives on the f i e ld 
was certain (GGNL Minute s  o f  16 . 12 . 19 26) . 

The S alamaua Deve lopment Co . P ty Ltd had i s sued a prosp ec t us 
s tat ing that i t  had an op tion on a DH37 aircraft wh ich was c ap ab le 
o f  c arrying a use ful payload o f  600 lb . Wel l s  c ont ac ted the 
princ ipal s ,  P .D .  Mackenzie and H . S . Holdgate , and in December 19 2 6  
Guinea Gold took over the DH37 for £ 2 , 500 c ash and 500 ful ly  p aid 
Guinea Gold share s  and agreed t o  c ontr ibut e up to  f l , 500 to put the 
s ervi c e  into operati on . Mackenzi e  and Holdgate became emp loyees o f  
Guinea Gold , and h ad t o  agree n o t  to  engage i n  any form o f  c omp et i ­
t i on f o r  two years after t h e  termination o f  the agreement . 

The t iny DH37 , p i l o ted by Cap t ain E .A .  Mus t ar , b e gan s ervices  
b etween Lae and Wau in April  19 27 . Twice  a day , five days a week , 
he fo l l owed the Markham , Wampit  and Watut val leys into Wau , flying 
b e tween mountains r i s ing t o  10 , 0 00 feet on one s ide and 8 , 000 fee t 
on the o ther , wi th cumulus s omet imes as high as 20 , 000 feet and 
extending t o  wi thin a few hundr ed feet  of the ground . The Wau 
airs trip was on the l ower s ide of the mountain 

Minutes of  14 . 1 1 . 19 26 ; Melbourne Argus , 15 . 1 1 . 19 2 6 . Levien he ld 
2 , 500 of  the ori g inal 10 , 000 shares ; when the c ap i t a l  was inc reased 
t o  £ 5 0 , 000 he was awarded a further 600 share s . 
2 

Carri age by p orter at that t ime c o s t  as much as 2s ' 4d per lb , and 
al though the porters  s e t  o f f  wi th regulat i on loads o f  5 0  lb from 
Salamaua , they ate 20  lb o f  thi s in rat i ons b ef ore reaching the 
field . 



in , ab out 800 , 75 at the 
and 400 at the b o t t om .  Very high trees al l r ound . From 
the t imber at the l ower end , for . . •  200 , is flat  
and s o f t . . . .  a s l ope o f ' 4  , the next 400 
yard s . Next . • .  a s lop e  o f  about 2 degree s . The b al ance i s  
4 degrees - p erhap s more • • . .  One mus t land up the s 
and hang the wind ! I t s usual direc t i on i s  up the hi l l , 
t oo . • . .  a smal l watercour s e  cuts the end in two . . .  
s o  I use  a p iece  o f  ground about 150 yards  long b y  about 
40 wide . (Mus t ar 19 27 : 102 - 3 . )  

The s ervice  d uring 27 was neverthele s s and p ro f i t ab le 
and dur ing' the first s ix month s ,  80 , OOO lb o f  fre i gh t  and 150 
pas s enger s were c arri ed The singl e fare o f  more than £33 and 
freigh t  c o s ts of  '6d per lb , c aused c oncern to  thos e  weighing 

27 

the prosp.ec t s  of l arge -s cale deve lopment .  W .H . C orb ould ,  a mining 
engineer who v i s i ted the f ie ld in Ap r i l  19 28 , thought that freight  
costs  (wh i ch he reckoned to  be  £ 200 a t on S ydney-Edie  C reek) were 
c ripp ling d evelopment o f  the f i e ld (Sydney Morning Heral d , 28 . 5 . 19 28) . 
However , Wel l s  o f  Guinea Gold c laimed later  that the charges were 
j us t i fied by the r isks involved . 

Guinea Go ld was in a d i fficult  p os i t i on .  I ts air s ervi ce had 
to  s t and on it s own feet financ ial ly ;  at the s ame time i t  was 
anxious t o  develop , or persuade others to develop , the Bulo lo  
al luvial s ,  which c al l ed f or a reduc t ion in transpor t  cos t s . During 
19 27 Guinea , with others on the fie ld , pres s ed the Admini s t ra ­
t i on t o  prov ide a r oad l ink with the coas t ;  b ut i f  thi s  had b een 
bui l t , i t  c ould well have ended profi table  devel opment of the air 
s ervice . 

Thi s  c on f l ic t  o f  intere s t s  was accen tuate d  toward s  the end o f  
19 27 when Guinea Airways Limi ted was formed to op erate the air 
s ervice becaus e Guinea Go ld , as a No c omp any , could. not 
legal ly enter  into contrac t s . The new c ompany was r egi s tered 
authori s ed c ap i t al o f  £50 , 000 in £ 1  share s , 20 , 000 shares being 
i ss ued and fully paid up . Guinea Gold received 10 , 100 fully paid 
up share s (and there fore c ontrol) and Guinea Gold sharehol ders 
wer.e ent i t l ed to app ly for 7 , 500 .share s , in p roportion to their  
holdings in Guinea Go ld . The direc torates were almost identic al , 
and We l l s  was chairman o f  b o th c ompani e s . Never the les s , there was 
now a definit e  respons ibi l i ty t o  make Guinea Airways a c ont inuing 
financ ial  succ e s s . 

Ini the aircraft were too smal l to carry , but 
Levien ' s dream of air for became 
a reali ty in 1 9 28 when Guinea Airways acquired two German W=34 
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p lanes  which cou ld l i f t  a p ayload o f  1 , 800 Wi th their introduc -
t i on fares  and fre i gh t  rates  began t o  drop . 

Whi le Guinea Gol d  was floating Guinea Airways , p ro sp ec t s  for the 
deve lopment of i t s  l ease s  had apprec iated . In Apr il 1 9 27 a Sydney 
syndicate , T err i tory I nves tments Limit ed , made an o ffer for the 
Guinea Gold leas e s , on the b as i s  of forming an operating c ompany 
wi th nominal c ap i t a l  o f  £ 100 , 000 and working c ap i tal  o f  £ 3 5 , 000 . 
By l ater  s tandards thi s  s um  was ins i gni ficant , b ut tot a l  value s 
were then thought to b e  relative ly sma l l , and the transport prob lem 
r emained . The s e  f ac t o rs made 1 9 27 - 28 a t ime of  chr onic  indec i s i on ,  
wi th an unpromi s ing outlook for shareholders . Exp ense s  were ttr.i.mmed 
t o  the bone : We l l s  admi t t ed in 19 28 that 19 per c ent of all expen­
d i ture had b een was ted - the price of experienc e • but further 
non-produc t ive out lay was s t i l l  e s s ential , and the comp any needed 
to as s e s s  the value of i ts leas e s  b efore any s ale  was p os s ib l e . 

Dur ing 19 27 Coldham c arried out mor e  detai l ed t e s t ing o f  the 
s outhern l ease s  by s inking l ines of shaft s . He used thi s  method 
b ec aus e it was impos s ib l e  t o  bring in a Key s tone type drii :ting rig  
which the  c ondi t ions really dic t ated , and he was afraid t o  us e a 
p or t ab le dr i l l  becaus e o f  the high p ercen tage o f  b oulders in the 
wash . The shaft ing method , though s low and arduous , was thought 
t o  give highly acc urate resul t s , and great c are was t aken . S amp l e s  
t aken at 3 foot inte rval s  indicated an e s t imated 5 mi l lion c u  y d  
valued at  2 s  6 d  p er cu yd , 400 , 000 cu y d  a t  S s  Od per  cu yd , with 
a further 4 mi l l ion cu yd of unte s ted wash b e l i eved payab l e  ( al l  
inc lud ing overburden ) . Coldham cal cul ated that i f  a smal l dredge 
c ould b e  brought in , working c o s t s  could be  reduced to s i xp ence 
per cu yd . On thes e  f i gure s  the s outhern leases  were a valuab l e  
propos i t i on . 

I t  was extremely d i fficul t t o  reach bedrock wi th shaft ing , but 
C o l dham fe l t  sure that the d ep th of the dep o s i t  was b etween 12  and 
18 feet , though only s ix shafts  ' bot tomed ' .  Many o ther s , he s aid , 
were within a few feet o f  bedrock , ' which c ould b e  e s t imat ed from 
the charac t er i s t ic b lue s limy nature o f  the wash , which i s  not i c e ­
ab le c lo s e  t o  b edrock in all the s e  dep os it s 1 • 2 A much more 
experienced engineer in thi s type of t e s t ing , Louis Decato , in 
1 9 29 made a s imi lar as s ump tion . 

I n  November 19 27 a c ontrac t rate o f  ninepenc e  per  lb , 
for up t o  3 , 500 lb per week , was submi t t ed t o  the Admini s tr a tion . 
2 

Repor t s , c ons idered at GGNL mee tings o f  1 6 . 1 1 .  , 3 0 . 1 1 . 19 27 . 
The area  was 7 30 ac re s , over 24 chains o f  r iver fron tage . Value 
of the here was £ 2 . 13 . 0 per oz , acc ording to preliminary 
t e s t s . 



B o th s truck a fal s e  a charac-
teri s t ic of p l acer and 
real depth in p lace s  approached 200 fee t · .  The to 
b i g  p ower d ri l l s  in to  Bulolo  c ontinued the gro s s  
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undere s t imates  o_f dep th b egun by Hebbard . This  was unfortunate , 
for i t reduced the incentive for Doth private inves tment and 
government to s o lve th� transport p rob l em .  Had the enormous ex-. 
t ent  of the d epos i t s  _ b een known and a. road b een pushed through in 
c onsequence ,  development wi th reduced c os.t s might h ave :t>egun b e fore 
the introduct i on o f  l arge a1rcraft . 

In  any c as.e Coldham' s report Guinea Gold 1 s s ight s  a l i tt l e 
hi gher . Now the f lo tation o f  an operating c omp any wi th c ap ital  
of  £ 200 , 00 0  was d i s c us s ed ; but  the rais ing of  c ap i tal  o f  thi s  
order depended o n  s ome a s s ur ance that the t r ansp or t  prob l em would 
be  attac ked . I n  November 1 9 27 , the b ui lding o f  a road v i a  the 
Markham and Wap i t  r ivers was discus s ed in C anbe rr a , l and it was 
unders tood tha t  it would be ready wi thin e i ghteen month s ; b ut 
the Adminis tration wavered in a cho ice o f  route s ( se e  Chap t er 6 ) . 

The direc tors  o f  Guinea Gold now looked on the B ul o l o  leas e s  
as a s al e  p rop o s i t i on .  We l l s  ( to shareholders , 28 . 2 . 1 9 28 ) c laimed , 
in retrospec t , that the c ompany had never c ontemp lated the large 
task o f  rai s ing c ap i t al to  exp l o i t  the area , but o f  c ours e  the 
s i ze of the task had not ini t ia l ly been known . Thi s  p o int became 
s i gni ficant  when the Government as s e s s ed the from the sale  
of  the leas es  a s  t axab le , becaus e they had original ly  been acquired 
for res a le . The c ompany di sputed the Government ' s  op inion and 
eventual ly i ts appeal to the H i gh C ourt was upheld . 2 There had 
been a d e f ini t e  int enti on t o  work the main B ul o l o  l e as e s , unt i l  
the magni tude o f  what  was invo lved had become app ar ent . 

Wel ls ( to shareholders , 28 . 2 . 1 9 2 8 )  admi t ted that the future 
p o l icy o f  the comp any was uncertain . The new f i e ld s uperintendent , 
E .  B roughton J ens en , re-examined the upper l eas e s  and revalued them 
at l i t t l e  mor e  than 5 0  per  c ent o f  the f i gures g iven by Barton and 
Co ldham .  C ap i tal  exp endi ture was s topp ed , and working c os ts were 
s lashed so that s uf fi c i ent p ro f i ts would c ome in t o  keep Guinea 
Go l d  s o lven t . A l l  hop e  was now p inned on d i sp o s ing of the l ower 

1 
GGNL Minute s , 3 0 . 1 1 . 19 27 . A prominent F ederal p o l i t i c i an ,  

F .  Ans tey , had a d irec t interes t in  the f i e ld , and worked for 
acc ep tance of a r oad . 
2 

Judgemen� by Jus t i c es Rich , D ixon and Evat t in A .E . H . Evans v 
C onnnis s i oner o f  Taxation , 1 9 34 . There was a further c omp l ic at i on 
becaus e in  March 1 9 2 7 , on legal adv ice  that  one c ompany c ould not 
hold all  the lease s , s ep arate b ut e s s entially s ub s idiary comp anie s 
had b een f loated for the s outhern , c entral , and nor thern l eas e s . 
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leases , but Terri tory Inves tments was unab l e  to rai s e  the nec e s s ary 
c ap i tal , and ne go tiati ons wi th the Waihi Gold Company ( New 
Zealand) were held up by the transp ort probl em . 

The arrival o f  the W -34s kept Guinea Gol d  out o f  troub l e , through 
the c ompany ' s  percen tage o f  the phenomenal profi t s  made by Guinea 
Airways ( in 1 9 29 - 30 net p ro f i t  was 157 per  c ent of s ub s cribed 
c ap i t al ) . l B roughton Jensen ( to GGNL , 27 . 4 . 19 28 , 5 . 5 . 19 28 )  fel t  
that s ome deve l opment o f  the l ower leas e s  was p o s s ib l e , us ing an 
' aerial d redger ' incorp orating invent i ons o f  his  own . But  at thi s  
c r i tical  t ime P lace r  D eve lopment Limited app eared on the s cene , and 
s ecured opt ion s  on terms which p romis ed more than s alvat i on . 

Even in 19 28 - 29 , 4 . 1 per  c ent o f  Guinea Airway s ' gro s s  r evenue 
went int o  Res erve s . 
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P lacer D eve l opment L imited was a sma l l  mine ra l s  exp lorat i on 
c ompany which had b een tered in V ancouver , C anada , in 19 26 , 
under the d irec torship o f  Wi lliam Addis on Freeman and Charles  
Arthur B anks . Freeman was an Aus tral i an l awyer who spec i al i s ed in 
c ompany l aw .  With h i s  brother , A .W .  F reeman , a mining engineer , 
he had bui l t  up a t in p ro sp ec t ing c ompany in the Malay S tate s . 
B anks , a New Zealander , was representing Bri tish gold interes t s  in 
V ancouver when he me t Freeman . Together they formed P lacer  D eve lop ­
men t  Limi t e d  t o  inspe c t  and acquire r i gh t s  to  l ikely p l ac er ( al luvial ) 
dep o s i t s  anywhere in the wor ld . Within the next two years  three 
o ther special i s t s  wer e  appointed direc tors  to  the P lacer B oard , 
Americans F r ank W. Gri f fin ,  and Frank R .  Shor t and an Aus t ra l i an ,  
Les l ie V .  Waterhous e ;  Freeman became pres ident , and B anks managing 
dire c tor . 

The B oard r epres ented an exc e l l ent b a lance and r ange o f  know-
for the purp os e s  o f  the c ompany , wi th a lawyer as  head , and 

four engineers , a l l  o f  whom had p lanning and executive backgrounds 
in �ddi ti on t o  t echnic al exp er ience .  I n  the exp loration pha s e  
thi s  b alance worked smoothly and purp o s e ful ly , wh i l e  o ther c on-
c erns were s c r amb l ing and hes it ating ; and in years of 
deve lopment it p r ovided the operating c ompany wi th wide c onsul ­
tative knowledge . 

More over , the d i s pers a l  o f  the d irec t or s  and their s p ec ial  
intere s t s  and c ontac t s  p roved invaluable . F reeman was acquainted 
with mos t  men o f  importance and influence in the Aus t ra l i an legal ,  
b us ines s ,  and An engineers ' office , e s tab li shed 
in S an Franci s c o  under the s urve i l lance o f  Gri f f in , p r ovided 
t echnical c ontac t s  in mining throughout the Uni t ed S tate s , and 
thi s  was a key fac t or in e fficiency . Waterhouse was app o inted 
head of the S ydney execut ive s t af f , an o f f i c e  which as s umed great 
importance as op erat i ons d ev el op ed in New Guinea . But  the s uc c e s s  
o f  P lacer , and even tua l ly o f  Bulolo , dep ended p r ima r i l y  on B anks . 

B anks was the of technical engineer and adven-
turous bus ines sman . Though he demanded the c lo s es t examinat i on o f  
every fac t or in  every p ropos i t i on ,  he was ab l e  t o  t ake a l ong t erm 
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view ,  t o  sort  out t rans i ent  d i f f ic ul t i e s  from d i squa l i fying 
obs t ac le s , and , when nec e s s ary , to ac t swi f t ly on h i s  own j ud ge ­
ment . He had a no tab l e  c apac i ty for compromi s e , and for rec onc i l ing 
fac tions , and a high s ense o f  moral ob l igat i on t owards hi s share ­
holder s . P lacer , too , rec ogni s ed h is pers onal value , for in  the 
o ri gina l terms it was agreed that B anks should rec e ive , for t en 
year s , 10 per c ent o f  al l p ro f i t s . 

The origina l  c ap i ta l  o f  P lacer c on s i s ted o f  20 , 000 $ C an 5 . 00 
share s . Thi s  was increased t o  7 0 , 000 share s , with the acqui s it i on 
o f  C lutha Development Limi t ed , o f  New Zeal and , but in relat ion to  
the req uirement s o f  operat ing c ompanie s ,  c ap i t al was s t i l l  in­
s igni ficant in 1927 . Succe s s  d epended on  acuity in as s es s ing 
prospec t s  and in p ic king up opt i ons cheap ly , relying on c are ful 
inve s t igation , a high rep utation , and wide c ontac t s  for f loat ing 
s eparate operating c omp anies . Freeman s t ated P lacer ' s  bus ine s s  
p o l icy i n  19 2 6 :  

I t  inve s t igates s ome mining bus ines s ,  and b e ing s at i s fied 
with i t  and the p r ic e , arranges  to buy i t , having pre ­
vious ly arranged t o  s e l l  i t  at as sub s tantial  an increas e 
in p r ic e as i t s  value wi l l  s t and , but t aking the management 

and control . 
Freeman had a detai l ed knowledge o f  the value o f  Bulolo , and 

the c our s e  o f  nego ti at i ons ther e . Hor t on , who r ep o r ted on the 
leas es  for T e r r i tory I nves tment s had b een emp loyed by him in h i s  
t in mining d ay s , and T .  Ye omans , l Horton ' s  f i e ld as s is tant , was a 
boyhood friend . 

Terms for the op t i on had b een agreed on b e fore a formal approach 
was mad e . In  March B anks was advis ed that F reeman could  s ec ure 
the Guinea Gold op t ion for an innned iate  p ayment o f  £ 2 , 000 . B anks 
app roved and the agreement  s igned in Apr i l  rat i f ied the £ 2 , 000 
payment : if  the op t i on was taken up , Guinea Gold was to receive 
£ 50 , 000 p l us 10 p e r  c ent o f  the shares repres enting i s sued c ap ital  
in  an operat ing c omp any , t ogether wi th the s ame percentage ho ld ­
ing in any anc i l lary c omp anie s ( e . g .  to generate hyd r o - e l e c t r i c i ty) . 

Ther e  i s  no mention o f  the s e  nego ti a t i on s  in  the records  o f  
Guinea Go ld  unt i l  2 6  Apr i l ,  when Freeman app eared a t  the d irec t or s � 
mee t ing seeking an op t ion . A formal agreement g iving P lac er a 

1 
I n  the period 19 28 - 3 1  Yeomans p roved invaluable  t o  the P l ac er 

organis ation ; he had an intimate  knowledge of the area , the ab i l i ty 
t o  recrui t  and c ontro l nat ive l ab our , a s ound p r ac t ic a l  knowled ge 
o f  mining and bushcra f t , great c onsc i entiousne s s , and the c ap ac i ty 
t o  imp rov i s e . Yeomans l aid out the fi rs t r ough c amp at Bulolo  and 
c leared the fir s t  aerodrome s i tes  in the are a . 



nine months op t ion over the Guinea Gold lease s  on the Bulolo  was 
s igned the fol l owing d ay . The Bulo l o  op t i on was vital 
t o  P lac er , for it  had had lit t l e suc c e s s wi th pro spec t s  
examined in Alaska , and Cal i.fornia . I n  1927 two 
experienced p lacer men , Loui s Decat o and Loui s J oubert , t e s ted a 
dredging area known as the Asnazu in C o l omb ia ; this had p o t ent ial 
but the average value s were lower than had b e en hoped , and it was 
put aside when the B ulolo was secured . 
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D e c o t o  and J oubert  were no t s ent t o  Bulo l o  t o  c ar ry o u t  more 
thorough te s t ing unt il the end o.f June 1928 . The d e lay was due 
b o th t o  the need t o  c omp lete  the Asnazu t e s t ing , and t o  uncertainty 
about the c ons truc t i on of a road to B ulo l o . The agreement wi th 
Guinea Gold was entered into on the i r  as s urance tha t  the Admini s ­
t r at i on would b u i l d  a road wi thin eighte en months . Freeman wou ld 
not s anc tion exp ense s  for t e s t ing unti l  he fe lt  that the transport 
prob lem c ould b e  s o lved . 

The Admini s tr at i on was under s evere p re s s ure to  b ui ld a road , 
b ut i t  lacked money and , acc ording t o  many mining peop l e , leader ­
ship and techni c a l  s ki l l s . The Mandated Terr itory had t o  p ay for 
i ts e l f .  The New Guinea Admini s tration pas s ed thi s  p o l ic y on to  
the  mining c ommuni ty , which would have to  p ay for whatever fac i l i ­
t i e s  i t  needed . The royalty on go ld produc t ion , which had b een 
1 p er c ent s inc e 1 . 1 . 1923 , was in February 19 28 rai s ed to 5 p er 
c ent , wi th the c ircumspec t exp l anat ion tha t  the r i s e  would p ay 
for ' sp ec ia l  adminis trat ive arrangements . . .  go ld - field s  
area nec e s s i tated by the ac t iv i t i e s  thereon ' . But i t  was we l l  
known that the p rime purp o s e  was t o  f inance road c ons t ruc t i on . 2 

The r i s e  in royalty was impos ed when gold p roduc t ion by exi st ­
ing me thod s was becoming unprofitab l e . B y  1 9 29 the po s i t i on was 
c ritic a l ,  for unles s  s ui t ab l e  machinery c ould be ins ta l led , 
Guinea Gold s aw gold p roduc t i on t o  a few ounc e s  a month 
( GGNL Minut e s , 10 . 5 . 1929) . But machinery c ould not be ins tal led 
wi thout tran s p or t . 

The Admini s trat i on was c aught  in a v i c i ous c irc le . C onfident 
p romi s e s  were made to the mining c omp ani e s  to enc ourage inve s tment 
but , as the c omp anies  real i s ed , o f f ic i al s  had no id e a  h ow the 
promi s e s  wer e  to be kep t . There was , too , c onfus i on about the 
s e l ec ti on o f  a route for a r oad whi ch c ontinued intermi t t ent ly 
unt i l  Wor l d  War I I . 
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At firs t , becaus e the tracks used by p orters c ame s t raight over 
the mountains from S alamaua , an equa l ly d irec t road route was 
s ought . Following Guinea Gold ' s rep res entat ions to C anberra in 
November 1927 , a promi s e  was made by the Minis ter  f o r  Home and 
Terri tories  and the Adminis trat or that a r oad would be bui l t  from 
Buang , fol lowing S nake C reek ; and 400 nat ives wer e  put on t o  
pre l iminary work (Anon . 1 9 2 8 : 154) . However , th i s  route involved 
c ut t ing ac ros s the ranges from nor th to s outh , which mean d i f ficult 
grades and heavy maintenanc e . The growth o f  Lae as a base opened 
up the prospect o f  fol l owing the val leys o f  the Markham and i ts 
t r ibutaries , and the aircraft f l ights  into Wau enab l ed routes  t o  
be  l oc ated quickly ; though detai l ed ground s urveying was s ti l l  
required . 

I n  Apr i l 1928 the Adminis trator , Wisdom , inspec t ed the terrain 
and s e lec ted the Markham-Wamp ed -Bulol o  r oute . He acknowledge the 
need for urgenc y , and hoped cons t ruc t i on would be c omp le ted within 
twe lve months . l H owever , the Adminis t ration s oon ran out o f  funds 
and road -building ceased . 

As i t  became c lear that the Administration was unl ikely ever t o  
c omp lete  a road o r  rai lway , the comp anie s  thems e lves began t o  
s e arch for s ome s olut i on . C o ldham (GGNL Minut e s , 30 . 1 1 . 19 27 ) 
s ugges ted that a road at leas t as  far as Labu , at the s outhern 
mouth of the Markham , was prac ticab le . An Aus tralian c onsul tant 
went over the p ropo sed r oute via the Wamped and e s t imated the cos t 
at £ 225 , 000 . P lac er engineers independent ly thought c ons truc t ion 
could be c omp le t ed for £ 200 , 000 ; but a road wou ld t ake at leas t 
two years t o bui ld . 

At thi s  t ime P l ac er was not c ons idered the senior c omp any on 
the field , and it e s c aped the main burden o f  the prob lem .  Overseas 
intere s t  had focus s ed on the p os s ibi l i ty of  finding and develop ing 
the ' mo ther lode ' at Edie C reek . The princ ipal l ode , i t s  c ap 
about 300 feet above the l evel o f  Merri C reek , was located in June 
1 9 2 7  (Warden ' s  rep or t , July 19 27 ) . Rus s o -As iatic  C ons o l id ated Ltd , 
which was d eve l op ing the Mount I sa f i e ld in Queens l and , was at trac ted 
by the prospec t s  of the area , and in  May 19 29 the gene ral as s e t s  
o f  the c ompany were t r ans ferred to a new c orporati on , Th� Mining 
Trus t Limi t ed . 2 The Mining T rus t two months later f loated a new 
c omp any named New Guinea Goldfields  Ltd , to c ons olidate and deve l op 
a large number o f  leas es  which had been acqui red at E d i e  and Koranga 

1 
E .  B roughton Jens en t o  GGNL , 27 . 4 . 19 28 ;  Wisdom t o  P lacer , 

10 . 5 . 19 28 quoted in The Mining S tandard , 5 . 7 . 19 28 . 
2 S ummary t o  shareholders , The T imes , 5 .  6 .  19 29 . An engineer wa§t 
c onfident that at leas t £ 1 , 500 , 000 c ould be  obt ained from al luvial  
workings . 



cre eks . 
nominal 

This  c ompany s e t  out to 
cap i ta l  was announced as 

organi s at i on in 

do on the s cale : 
£ 5 , 250 , 000 , the l ar ge s t  recorded 

up to that t ime ; for any 
c ap i tal was to  
£4 , 500 , 000 was 

b e  about £ 1 , 000 , 000 , almo s t  
c alled up 27 . 7 . 19 29 ) . 

Thus in the eye s of  c ontemporary ob s erverB , o f  o f fic ial s , and 
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even o f  P lac er d irec t ors , P l acer Limited was very much 
a j uni or in the overal l development the 
Creek area . Mos t  of the hop e s  of  New Guinea 
i l lus ory ; but in 1929  maj or proj ects such as the bui lding o f  a 
road wer e  s een t o  dep end on i t s  at t i tude . There fore P l ac er men 
hung b ack in the hope that i f  the Adminis tration d id no t ac t , The 
Mining T rus t woul d . 

The E l lyou C orporation , an o f f shoot of Rus s o-As ia t ic , c onnni s ­
s i oned Broughton J ensen t o  inve s t igate the p o s s ib i l i ty of  a railway 
along the Wamp ed V a l ley to the Markham ,  thenc e to Labu . Jensen was 
op t imi s t ic that maintenance would be nei ther cos t ly nor d i f f i c u l t  
(private i n format ion) . The great at trac t ion o f  a rai lway t o  a 
private organis at ion was that the c ap i tal c o s t  and maintenance 
expens e s  would be  rec ouped through tol l - charge s . As lat e as Augus t 
19 29 D ec o t o  repo r t ed t o  P lacer tha t a rai lway s eemed ' the mos t  
l ike ly means o f  t r ans p or tati on ' . 

Lack o f  financ e , and the fac t  that nei ther road nor railway 
would give re turns for at leas t three ye ars , made the companie s  
reluc t ant t o  abandon the att i tude that s uch transport  was a p ub l ic 
ut i l i ty whi ch would reimburs e  the Adminis trat i on , and therefore a 
governmental re sp ons ib i l i ty .  Unfortun at e l y  the E l lyou C orp orat ion 

in p art icular gave the imp re s s ion that it s s ourc e s  of c ap i tal  in 
19 29 were a lmo s t  unl imi t ed : Levien rep orted that i t  was spend ing 
money l ike water ( GGNL Minutes , 19 . 7 . 19 29 ) . 

Thus a confus ed s i tuat i on was c reated , wi th b oth the Admini s ­
tration and the c omp anie s  wei ghing up c o s t s  and p o s s ib i l i t ie s  and 
wai t ing for  the o thers t o  make the first  c ons truc t ive move . 

Whi le the i s sue hung f i re , P l ac er c ont inued tes t ing the Bulol o  
leases . A l together there were s eventeen under op tion from Guinea 
Go l d , c omp ri s ing a t o t a l o f  2 , 509 ac re s and extend ing along the 
Bulolo  River for s ome e l even and a hal f  mi le s . Deco t o  and J oubert  
intended t o  dri l l  b o th the southern and nor thern f l at s ; but by 
March 19 29 res tric t i ons  on t ime and mob i l i ty made them c on fine 
thei r  t e s t s  to the s ou thern leases , c omp r i s ing about 1 , 10 2  acres  
o f  dredgeab l e  ground . The p os tponed t e s t ing o f  the nor thern leases  
later exert ed a great inf luence on the who le s to ry of  Bulolo . 

In 19 28 there was no aerodrome at Bulolo , and al l men , equip = 
ment and supp lies  had to be brought in to Wau , whence i t  was a 

walk t o  the s outhern f l at s . The f l a t s  thems e lv e s  wer e  c overed 
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wi th dense p r imary growth ,  and p reparat ions for t e s t ing wer e  time ­
consuming . 

On the map the f l a t s  were d iv ided into a gri d  pat t ern , b y  l ines 
at  righ t  angles  t o  the r iver 1 , 3 20 fee t  ap ar t , a l ong each o f  which 
holes  were sp ac ed at 1 6 6  feet intervals . Thi s  was unus ual ly c lose  
spac ing , but  Deco t o  b e l ieved that this  would del imi t wel l -de fined 
p ay channe l s . Tes t ing an unknown area by d r i l l ing requi re s the 
greates t  c are : and value e s timate s  depend ent ire ly on the accur acy 
wi th which the s amp les  are t aken . D e c oto had twenty years ex­
perience of s uch work . He introduced new equipment and new 
technique s t o  New Guinea and his  s crupulous at tent ion t o  detai l  
earned him a h i gh reputati on . 

There was no means o f  t ransport for l arge , more accurate p ower 
dr i l l s , s o  D e c o t o  imp orted a Ward Type hand dri l l , wi th a 4 inch 
c as ing . I t  was e as ily d ismantled and i t  made the op t imum use  o f  
the one s ource o f  energy avai l ab l e :  manpower . However , i t  s lowed 
down wi th dep th , and i t  was dif ficu l t  and tedious t o  p enet rate 
b eyond 40 feet . D ec oto 1 s  resul t s  indicated no r egul ar pay ch anne l s , 
but values which s eemed t o  b e  dis tributed over the who l e  o f  the 
fl ats wi th ' remarkab l e  evenne s s .• . S o  the dis t ance between the 
dri l l ing holes  was increased and eventua l ly only every s econd l ine 
of holes was dr i l l ed . 

By Ap r i l 19 29  p rospec t s  l o oked grim .  Progres s  was s low , b ring­
ing in s upp lies and equipment had proved s o  formidab le  that Decoto 1 s  
p at i ence was s apped , and moving ab out , even on  the f la t s , was 
frus t r at ing and unc omfortable . F reeman was a larmed by al l the 
unknowns in the B u l o l o  venture . Lack o f  transport was re tarding 
t e s t ing and s eemed certain to hold up the ins tallat i on of dredge s : 

I t  i s  o f  cour s e  imp or t an t  t o  us , should we b e  going on , 
not only that the rai lway sha l l  b e  bui l t  wi th maximum 
exp edi tion , but that i t  shal l  c o s t  the l owe s t  pos s ib le 
figure . I c an vi s ual ize i t  t aking year s t o  c ons t ruc t , 
and c os t ing a mi l li on . (Freeman to  Waterhouse ,  6 . 4 . 19 2 9 . )  

F reeman f e l t  that P l ac er might have t o  app roach Guinea Gold for 
b e tter  terms , and he c ab l ed Banks in V anc ouver that they should 
s er i ous ly c ons ider ab andoning the Bulolo  inves t i gat ion and s aving 
further expendi ture . B anks determined t o  v i s i t  the p r op e r ty im· 
medi at e ly . 

H i s  v i s i t  t o  the field in July s trengthened h i s  r e s o lve , for he 
d id not a l low d i f f ic ul t ie s  to  obs cure the rich poten t i a l i t ies , as 
Freeman and Deco t o  had d one . Tes t ing h ad p ro gre s s ed , and it was 
c lear that the Bulo l o  are a  was ' the wor ld ' s  mos t  important p l acer 
dep o s i t  l oc ated s ince Klondyke ' (Hor ton t o  P lacer Ltd , 24 . 12 . 19 2 9 ) . 
I n  p re s s ing ahead , B anks s taked hi s reputation on a venture which 
p resented app arent ly ins uperab l e  ob s t ac le s . The prob l ems of 
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area had t o  b e  s olved quickly . P lac er s had been increas ed 
to $ 300 , 000 to t ake advan t age of the at Bul o l o , and 

there fore s ucc e s s  was e s s ential . Moreover , Guinea Go l d  c ould no t 
extend the op tion inde fini t e ly ; and if c ap ital were to be rais ed 
for an op erating c omp any prosp ec t ive inves tors woul d  need to be 
given s ome d e f inite  as surance that the area c ould b e  worked 
profi tab ly wi thin a s e t  t ime . 

In his f inal report  on the s ou thern f l at s  Dec o to e s t imated a 
total o f  almo s t  39 , 000 , 000 c u  yd o f  d redgeab l e grave l , worth 2 s  ld 
per cu yd , for a t o ta l  rec overab le go ld c ontent of  j u s t  over 
£4 , 000 , 000 . He  and Gri f fin envis aged working the d ep o � i t� with 
two 8� cu ft dredges , working to an aver age dep th o f  2 1 . 9 1  feet , 
hand ling about 3 , 000 , 000 cu yd each p er year ; thi s would give the 
fie ld a l i f e  of about thir teen years on p roven ground . On thi s 
b as i s , and e s t ima ting working c o s t s  init ially at a maximum of  7 . 5 
pence per  cu yd , Decoto s aw a hand s ome r e turn on the price 
and s trong ly recommended that  the op t i on be exerc i s ed . 

Thi s  turned out to  be  a gro s s  undere s t imate for which there are 
several p os s ib l e  exp lanat ions . It  i s  d i f f icult t o  reach b ed rock 
wi th d ri l lho l e s  (Gri f f i th 1960 : 32) and Dec a t o  had no reas on to 
doub t  his resul t s , as e ar l ier t e s t s  had r evealed sha l l ow dep ths . 
H i s  d e s cript i on o f  the bottom as ' a  s o ft blue c lay c onta ining .small 
whi te q uar t z  p artic les ' i s , however , r emarkab le . A fals .e b o t tom i s  
a charac teri s t ic  o f  s uch dep o s i t s , and though Decoto made no ment ion 
o f  thi s p os s ib il i ty , Joubert and Yeomans , who as s i s ted h im , fe l t  at 
the t ime that they had not reached a t rue b ott om . I 

I t  i s  imp o r t ant t o  real i s e  that , in 1929 , Decoto  had not been 
asked to find more extens ive gravels  at greater dep th ; H i s  prin­
c ipal  t ask was to p rove s uffic ient gravel s  wi thin an a l l o t ted t ime 
in order t o  make p os s ib l e  the f loating o f  ·an op erat ing company . 
The proving o f  a lmo s t  40 , 000 , 000 cub ic yards o f  valuab l e  ground 
s at i s fied thi s  respons ib ility , for thi s  was j us t s uf f ic i ent t o  
enab le sub s tantial  induc ements t o  b e  o f fered to  p r o s p e c t ive inves ­
t or s : a l i fe o f  twe lve year s for the fie ld , with d ivid end s of 28 
per c ent for a l l  but the firs t year of operat ion ( see Hoover 
1909 : 4 6 - 50 , BGD Prospec t us , 19 . 2 . 19 30 ) . 

However , Decoto ' s  inacc ur acy was in a s ens e for t unat e  f or had 
he real i s ed the t rue dep th and extent o f  the gr avel s ,  the prob lems 
o f  rai s ing appr op r i at e  c ap it al and o f  d e s igning and t r ansporting 

1 P rivat e  informa t i on . Dec o t o  hims e l f had no exp l anat ion when the 
' false  was later  reveal ed . He had  used  exac t ly the s ame 
me thod s at Asnazu , wi th accuracy . 
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s ui tab le machinery might we l l  have seemed le . l As i t  was , 
the problems as s oc iated wi th deep dep o s i t s  were spread out over the 
firs t decade o f  wor king , ins tead of being c oncentrated at the b e ­
ginning ; and in thi s way , through the accumulati on o f  experienc e 
and c ap i t a l  and the e s tab l ishment o f  public c onfidenc e , maj or p rob ­
lems could b e  t ackled one by one as dredging went on . 

Li t t le t ime remained t o  s o lve the transp ort prob lem before 
t aking up the op t i on .  P lacer t r i ed every c onceivab l e  app r oach t o  
ob tain the Adminis tration 1 s as s i s t ance in put t ing a road through . 
In Oc tober B anks sugges ted that hi s comp any would gamb l e  the 
£ 200 , 000 on bui lding the road , if  i t  was exemp ted from the gold 
royalty for the es t imated l i fe o f  the field . As calcul at i ons then 
s tood , thi s would have returned the c omp any only f l02 , 000 , so that 
P l ac er was of fer ing to pay hal f  the c os t ,  and to  a l low the Admini s ­
trat ion t o  p ay i t s  hal f  on terms . However ,  the waiving o f  the 
roya l ty presented an insuperab l e  ob s t ac le (B anks t o  Wi s dom ,  
9 . 10 . 19 29 ) . Late in November Gri f f in t o ld Guinea Gold shareho lder s  
that if  the  r o ad went ahead , dredging cou l d  begin wi thin three 
years . 

A c onsul ta tion b e tween Freeman and Banks and the Commonwea l th 
Government resulted in a p romis ed grant o f  £50 , 000 toward s the cos t 
o f  c ons truc t ion , but the company was t o  take respons ib i l i ty for 
both c ons truc tion and maintenance .  Fi fty thous and p ounds was only 
a frac t ion o f  the c ons truc tion c os t , and maintenance was unknown . 
More over , would s ub s cr ibers b e  found , in the dep ths  o f  the depres ­
s i on ,  for a comp any wh ich had firs t to sp end at  lea s t  £ 200 , 000 and 
two and a hal f  years on road c ons truction ?  (Banks 193 2 -33 : 6 18 . )  

A t  thi s p oint air transport was c ons idered . The use o f  aircraft 
in as soc iation with mining had b een proven in Canada s inc e 19 2 1  and 
Guinea Airways had been operating into Wau for almo s t  three years 
with remarkab le safe ty and e ffic iency . The E l lyou Corporat ion had 
us ed a large Handley-P age machine to c arry cargo in 19 29 , though 
i t  had crashed the following year (D ickins on 19 3 3 : 27 5 ) . S e c t i on ­
alis ing mining machinery t o  f i t  the aircraft had al so b een 
s uc ce s s fully c arried out in 19 29  by Daydawn (New Guinea) L td , which 
was develop ing an area ne ar the j unc t ion o f  the Merr i and Edie 
c reeks ( see  Morley 193 2 : 5 8-9 ) . 

P l ac er ' s  idea t o  u s e  aircraft was , there fore , not revolut i onary , 
but the s c ale on which an a ir l i ft would have t o  be arranged was 
unprec edented . Guinea Airways had already s e t  wor ld records in 
s upp lying Wau ; but f lying dredges and an ent ir e  township into 

According t o  genera l ly accep t ed princi p les , p r of i t s  in r e l at ion 
t o  unit s  o f  working c ap i ta l  would have b een e s timated  as  dec l ining 
wi th dredging dep th b eyond an op t imum p oint . 



P l ate 1 .  Long' I s land Camp , June 1929 
(Decat o , Arnold , Waterhouse , Bay l i s s ,  Frankl in) 

P late  2 .  Unl oading a c rate o f  c at t le from a Junkers G - 3 1 
aircraft , Wau . 
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Bulolo would make previous e f forts  ins i gni ficant . Gri f f in ( the 
dredge des ign expert)  and Waterhous e had dec ided that , to be mos t  
economical , dredge s should b e  equipped wi th 1 0  c u  f t  bucke t s  ins tead 
o f  tho s e  o f  8� ft , prop o s ed by Decoto . Thes e  wou ld b e  e l ec trically 
driven , us ing local hydro-power (meaning the f lying in o f  turb ines 
and genera tors ) and each would wei gh about 1 , 5 00 t ons . They cal ­
culated that wi th care ful s ec t iona l i s ing , the l arge s t  s ingl e  p iece  
would weigh j us t  over three t ons . 

A dec i s ive c onference took p lac e between the d i rect ors  o f  Plac er 
and o f  Guinea  Go ld/Guinea Airways in Melbourne in Dec ember 19 29 . 
The Junkers  fac tory had already informed Banks that G - 3 1 aircraft 
c ould be conver t ed t o  c arry up to 7 , OOO lb on short runs . B anks 
had p repared e s t ima tes of t ime and money r equi red to bui ld  and 
s tart two dredges us ing hydr o - e lectric p ower ; f i r s t  us ing a road 
which would have to  be b ui l t ; and s ec ond ly , us ing air t ransp or t , 
for which s ui t ab le p lanes and airports  would have t o  b e  de s igned 
and bui l t . B anks persuaded his fel low d ir ec t ors  that air t ransport 
would s ave both t ime and money . 

B anks had had mode l s  of the G -3 1  p l anes p repared (P lace r  p aper 
New Guinea Gold) , which showed that the b i gges t  par t s  c ould b e  
loaded and unloaded through the hatch and s ecured over the c entre 
of gravity . Mus t ar gave as surance that the r i sk of l os s on s uch 
a sma l l  run was s l i ght , and moreover , equipment was d e s i gned in 
dup l icate t o  p rovide insurance agains t cos t ly de lays should a par t  
be l os t . 

Al though B anks had examined eve ry f ac to r  c are ful ly , the d ec i s i on 
t o  use  airc raft  was a b old one , for a run o f  b ad luc k  could damn 
the entire enterp r i s e . A t  that t ime a payload o f  three and a hal f 
tons for any aircraft  s eemed remarkab l e :  that thi s  sh ould b e  c arr ied 
four or f ive t imes a d ay for months , over mountainous t errain , was 
more than many peop le c ould  b e l ieve . 

I t  s ays much for the reput at i on o f  P lacer ' s  d irec tors  that the 
c omp any ' s  share s had s teadily c l imbed in value as news of Bul o l o  
leaked out , even be fore a s o lut ion o f  the trans p or t  prob lem had 
been ventured . One f inanc i al edi to r  had advis ed h i s  readers  t o  
buy i n t o  P lac er in July 19 29 , and again in Augus t . I 

Neverthele s s , P lacer d i d  not attempt to  f loat the operat ing 
c omp any unt i l  i t  could o ffer the pub l ic a we l l  thought - out p lan . 
The pro spec t us o f  Bul o l o  Gold Dredging Limi t ed was fi led with the 
Regi s trar of C ompanies in Vanc ouver , British C o l umb i a , in F ebruary 
1930 . 

1 
Sydney Mai l , 2 1 . 8 . 19 29 . I n  a few weeks , p end ing Deco to ' s rep or t , 

P lacer shares c l imbed from 3 8 s  t o  67 s .  
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The P l ac er c omp any put p rop o s a l s  for the t aking over of  the 
Bul o l o  op t ion t o  Guinea Gold  on 3 1  December 1929 . They were 
formal ly acc ep ted on 4 January 19 30 . 

Dur ing 19 29 Guinea Go ld had been c oncerned about the extent 
of c ap it a l i s ati on envis aged by P lacer . Cons c i ous o f  the ir 
respons ib i l i ty to  the Guinea Go ld shareholders , Wel l s  and 
wanted t o  s e l l  out for the maximum cut ( GGNL Minute s , 
19 . 7 . 19 29 ) . Freeman ( to GGNL , 17 . 7 . 19 29 )  as sured them that no 
extra or c oncealed c ap i tal i s at i on would r educ e  Guinea Go l d ' s  
proport ion o f  working s .  P lacer wanted j us t  c ap i tal 
r ai s ed t o  ens ure that th e p roperty c ame into p roduc t ion , and tha t  
the original i s s ue was as l arge as the undeve lop ed p rope r ty c ould 
legitimately s tand , becaus e the measure of  P l ac e r ' s  own promo t i on 
p r o f i t  depended s o lely on the measure o f  the original c ap i tal i s a ­
t i on . A t  the s ame t ime Freeman ' s  uncertainty ab out Bulo lo prompted 
h im t o  o f fer Guinea Gold £ 30 , 000 in lieu o f  shar e s  as  ' the s imp l e s t  
s oluti on ' . Guinea G o l d  ' d id  no t find thi s  at trac t ive ' (GGNL 
Minut e s , Augus t 19 29 ) . 

C on s iderab l e  c r os s -que s t ioning went on between P l ac er and Guinea 
Gold and occas ional fric t ion derived from mutual anxi e t ie s  about 
progres s  in , and from the fac t that as  a c omp any ,  
P l acer  was dep endent on Guinea Gol d  for maint aining or acquiring 
local r ight s  unt i l  an ope ra ting c ompany c ame into e xi s tenc e . 
Guinea Gol d , in t urn , was dependent on Levien , whos e  P owers  o f  
Att orney were c ont inued l ong after 1927 , when he  gave up h i s  

ro l e . Two l ater he was re-emp l oyed by the c om-
p any as a p rospec tor . 

Thi s  c omp l i c ated  meant that P lac er had t o  pre s s  
Guinea G o l d  t o  p r e s s  Lev ien t o  maint ain le as e s  and to s ecure water 

1 With Ned Rowland s  he the Ramu-Markham Div ide , be ing 
p r ob ably  f irs t whi t e  man in the Kainantu Re gion . H i s  acc ount 
o f  the p rospect ing patrol  i s  in the We l ls p aper s , MS 3 64/ 3 .  
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rights  on the fie ld . The 19 28  Mining O rd inance was not ideal for 
l arge c ompani e s , f or unde r  S e c ti on 36 a lease could l ap s e  unl e s s  
a p re s c r ibed number o f  men were kep t working o n  i t . I t  was imp or ­
t ant tha t L evien p ac i fy o ffi c ia l s  while many leases  l ay idle . 

P lac er event ua l ly had t o  ac t quickly on water r i gh ts . Unt i l  
1929  i t  had been thought that New Guinea G o ld field s  would import 
s ub s t antial p l an t  for p ower gene rat ion , and s e l l  surp lus e l ec tr i ­
c i ty t o  P lacer ' s  op erat ing c omp any . A c on ferenc e with Mining 
T rus t officials  in July 1929  showed that P l ac er would have t o  
make i t s  own p rov i s i ons ; there fore the c omp any asked Guinea Gol d  
t o  peg out water r i gh t s  g iving 3 0 0  cu ft  per  s ec ond by d ivert ing 
the B ul o l o  at the s outh end of Arnol d ' s  leas e , r eturning on 
L evien ' s leas e . Thi s was the original l ocation of the Bulo lo 
P owerhous e ,  and the dec i s i on , t aken hurriedly wi thout adequate 
inve s t igat ion , was unfortunate . Under Levien ' s  eye even the 
p egging o f  s uch r i ghts in a we l l -known area was des u l t ory (GGNL 
Minut e s , 29 . 8 . 19 2 9 , 8 . 1 1 . 1929) . Levien ' s  day as the ac t ive pro­
mot er o f  the f i e l d  was over :  at heart he  remained a d i scoverer and 
v i s i onary rather than a deve l oper , and comp any techni c a l ities  bor ed 
him .  

The s e  ear ly d i f ficu l ties  made P l ac er determine t o  form an 
operat ing c ompany as s oon as p os s ib l e , and t o  c anvas s  the amend ­
ment  o f  thos e  s ec t i ons o f  the Mining Ord inanc e which hindered 
l arge - s c ale working . An improvement  in the l aw occurred b e fore 
the formation o f  the operat ing c ompany when in J anuary 19 3 0  i t  was 
made i l l egal for ho l de r s  o f  mine r s ' righ t s  t o  mine land c omp r i s ed 
in any dredging and s luic ing lease under the o l d  Ordinanc e ( i . e  
the Guinea Gold leas e s ) . l 

Newspap er s  in Aus t ra l i a  s ens ed a c onnec t i on b e tween thi s  change 
and the f l o t at ion of B u l o l o  Gold D redging L imi t ed , whi ch was to be  
reg i s t ered in Vancouver . The  imp l icat i on in the  l ab our press  was 
that Freeman and a Federal p o l i t ic i an F .  Ans t ey (who had interes t s  
i n  the gold - fi e ld s ) had engineered the change agains t the sma l l  
Aus tral ian ' d igger ' .  ' Fo re i gn '  intere s t s  were s een as  taking out 
of an Aus tralian t err i tory what r i gh t ly belonged to Aus tra l i a  (e . g .  
S ydney 2 1 . 3 . 19 30 ) . 

Though Freeman did  have c ons iderab le inf l uence in C anberra , 
thes e  allegations were mi s lead ing , for the Ordinance needed amend ­
men t  t o  make the p os i t i on o f  l arge c omp anies  secure . Moreover , a 
c ompany regi s t ered in Nor th America  had acc e s s  t o  more c ap i tal than 
was availab le from the Aus tralian p ub l i c , which was s uf fer ing a 
f inanc ial  depres s i on and was unfami l iar wi th a l l uvia l gold  dredging . 
(The hi s t ory o f  rec en t  o i l  exp l orat ion in Aus tralia o f f er s  s ome 
interes t ing analogie s . )  

2 3 . 1 . 19 3 0 ) . 
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A week a fter the Bulolo Gold was s tered , a 
further amendment t o  the Ordinance t ted many smal l 
leas e s , which c ould be  only by  - s c al e  methods and 
were at least  800 in total area , to be  c ons o l i dated into 
a ' Spec i al Area ' . Not l e s s  than £ 7 . 10 . 0 per hec t ar e  had to b e  
spent annual ly o n  ' mining work ' in 
the s e  areas . Thi s emphas i s  on mone tary 
the (keep ing a 
each ; c ons o l idat ion of the leases  imp lied c on s o l idation o f  
the l ab our forc e , and thi s  was ul t imat e ly inc orp orated i n  the 
s tatute . 1 Thi s amendment ,  too , proved invaluab l e  to the c omp any , 
and repres ented s ub s tanti at i on of  the Commonwea l th Government ' s  
des ire t o  a s s i s t  during a period o f  t i ght  financ e . 

The p rospec tus o f  Bulolo  Gold D redging L imi ted s tated the 
autho r i s ed c ap i tal  as  $Can 4 , 000 , 000 of which a l l  but $ 500 , 000 
was to  be made the ini t i a l  i s sue .  Al l share s  were o f  a nominal 
value of $ 5 , and tho s e  that were i s sued as ful ly p aid up - that 
i s , in p aymen t  for l eas e s , s ervi ce s , and so on - amounted to 
$ 1 , 1 20 , 000 , leaving $ 2 , 380 , 000 to b e  a l l ot ted P lacer 
t o  Guinea Gold that  b oth companies should ret ain the i r  share i s sue 
for at  least  twelve months after the b e ginning o f  dred ging . Thi s  
was an attempt t o  maintain value s , and to  ensure the t aking up o f  
the pub l i c  is s ue . I f  the operations were a succ e s s b o th P lacer 
and Guinea Gold s tood to gain , for P l ac er received 154 , 000 shares 
for i t s e l f  value $ 7 7 0 , 000) and only $460 , 000 c ash , whi l e  
Guinea Gold received 7 0 , 000 shares ( $ 35 0 , 000) and about $ 245 , 000 
c ash . I t  was intended that Bulolo Go ld D redging work only the 
c entral and s outhern lease s  which had b een t e s ted , and that Guinea 
Gold a further 10 p er c ent share c ons i derati on in a s ep arate 
operat ing c omp any which woul d  b e  formed t o  work the northern (Bulwa) 
l eases  i f  they proved valuab l e . 

Under the Memorandum o f  As s oc iation o f  February 19 30 , Freeman 
became the firs t  p re s ident o f  Bulolo  Gold Dredging L imi ted , Banks 
the managing d irec t or , Gri f f in the c ons ul t ing engineer , and 
Waterhous e the S ydney execut ive The s e  men remained in 
charge during the boom year s o f  the comp any . 

The prospec tus i s sued.  by the c ompany was frank , c onfident , and 
c ons ervat ive . I t  drew on D ec o t o ' s  , s ince which p rospec t s  

had apprec iated : further t e s t s  o f  the average value o f  go l d  had 
rai s ed it from £ 2 . 12 9 p er ounce to £ 2 . 16 . 1 ,  but D ec o to ' s  fi gure 
was t aken for yields . I t  was c al culated that  i t  wou l d  
c os t  $ 2 , 13 6 , 000 the p roperty . The advantages and unknowns 
in air were c le ar ly set out , and the o f  

1 s . ec t ion 19 30 , S ec t  4) , 
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the firs t dredge was wi thin twenty- one months of the 
company ' s  regi s t rat ion (June 1930) . 

A l l  o f  thes e  targe t s  were met . The es t imat ed p ro fi t  f i gure s  
( 10 p er c ent for the firs t ye ar , 28  per c ent for the fol l owing 
e l even years )  were the mos t  c ons ervat ive feature of the entire  
p ropo s a l . Amp l e  provi s ion was made t o  amort i s e  the whole o f  the 
c ap i t a l  out lay over the working peri od , and thi s  l e f t  an e s t imated 
average annual  return of 24 . 4  p er c ent . A c are ful p o l icy on 
amort i s at i on was a c ons i s tent feature of BGD ' s  op erat i ons , unt i l  
thi s  was made d i f fi cul t by the rap id exp ans ion o f  the field . 

O f  the ori ginal i s s ue o f  47 6 , 000 shares , 170 , 000 were reserved 
for the Aus tral ian marke t ; the s e  had b een t aken up and the shar e s  
a l lo t t ed by S ep t ember 1 9 3 0  (BGD Minut e s , 9 . 9 . 1930) . Aus t r a l i ans 
held a maj ori ty of shares  in P lacer , and al l shares in Guinea 
Go ld , s o  that ind irec t ly they had intere s t s  in a further 2 24 , 000 
BGD shares . Sydney l ong remained the maj or market for b o th P lacer 
and BGD s tock . 

In June 1930 , ,, Thomas D .  Harris  was appointed manager in New 
Guinea , at an annual s al ary of $ 18 , 000 , p lus a l l  expens e s . Thi s  
was $ 3 , 000 more than Banks received as managing direc tor  ( ap ar t , 
o f  c ourse , from h i s  P lac er earning s ) , b u t  the organi s at ion o f  
development in New Guinea was c ruc ial . Harri s  was an exc e l l ent 
l eader in the field . He was a s ound prac t ic a l  man in whom b oth 
d irec tor s and emp loyees  had the great e s t  c on fidenc e , and he was 
ab l e  to we ld  Aus tral i ans and Americ ans into a s ol id working team 
unp lagued by the fric t i on s  so c ommonly found and so o ften deb i li t at ­
ing i n  an i s olated trop ic al c ommuni ty . 

Br inging Bulo l o  to  p roduc tion was a c omp lex operat i on , for 
equipment had t o  b e  ordered from Aus tral i a , E ur ope , and the United 
S tate s ; s imul t aneous ly , a p ower supp ly had t o  b e  arranged , trans ­
port  c oordinated , furthe r  leas e s  s ecur ed , and more prospect ing and 
tes t ing c arr ied out . 

The f i r s t  two dredges des igned for Bulo l o  wer e  t ai l ored to  the 
condi tions as  they wer e  then known: th at i s , a d igging dep th o f  
twen ty- e i ght  feet and a l ength o f  l i fe a s  g iven in the p rospec tus , 
though they were event ua l ly t o  operate l ong beyond thi s . E ach 
weighed we l l  over 1 , 000 t ons . 

S ec t i onal i s ing o f  the par ts was an extens ion of  normal prac t ice , 
for dredge s were usual ly  l oc at ed in d i f ficul t terrain wi th in­
adequate c ommuni c a t i ons . But at Bulo l o  the dredge s had to  be 
s ec t i onal i s ed to s uch an extent that key p ar t s  were a f fec ted . 
The upper t umb ler shaf t , which p rovi ded the main d r ive for the 
b ucke t  l ine and the means of t ipp ing the ful l bucket s ,  was norma l ly 
c a s t  in one p iece wei ghing s even t o  nine t ons . For  B ul o l o , sha f t  
s ec t i ons , the hexagonal c entre p iece , and s ide p lates  were made 
s ep arat e ly , and fit t ed t o gether on the field . The ten - foot final 



drive , too , was c ut into two p ieces and we lded aft er 
transp ortati on . A s  the p ower was app lied  through a b e l t  sys tem 
from a s ingle moto r , the whole  o f  the s train was t aken by thi s  
drive uni t ; i t  was there fore mos t important that f i e ld as s emb ly 
be per formed wi th met icu lous c are . A ful ly equipped workshop , 
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the  bes t in New Guinea dur ing the 1930s , was mad e  ready at  Bulolo , 
wi th dep ot s  at  the a s s emb ly s i tes . 

Be fore the par t s  were shipped , BGD had ordered the Junkers  
G - 3 1 airc raft  t o  b e  t e s t ed in Germany . The ir p e r fo rmance exceeded 
al l exp ec tations . Wi th a ful l load , equivalent to an al l - up wei gh t  
o f  19 , 000 p ound s , the machine c ould c limb at the rate o f  2 00 feet 
p er minute , at an al t itude  o f  3 , 000 feet an� on only two engines . 

Re serve s of power and range were  c ar e ful ly examined , for the 
suc ce s s  of the Bulolo venture depended on them . They represented 
insurance again s t  l o s s  of l i fe , time , and key pieces  o f  machinery ; 
and the margins ins i s ted on were s o  great that n o  undue r isk was 
involv ed . 

The fir s t  G-3 1 went into s ervice in Apr i l  193 1 , and the second 
in May . During May , 150 short tons of freight were c arr ied wi th ­
out inc ident . Thi s fe l l  short  of  the 200 t ons e s t imated a s  
nec e s s ary t o  keep up wi th the c ons truc t ion program , but the rad i o ­
telephone l ink between Lae and Bul o l o  g iv ing advance weather 
information was not in operation unt i l  J une . By November  the two 
G - 3 ls were l i ft ing over 300 short  tons a month , and had a l ready 
c arried an upper t umb ler shaft  ( s ee B a·nks 19 3 2 -22 :  6 2 5 ) . 

Rai l  c r anes l oaded and unloaded the aircraft at  Lae and Bulo lo . 
At  Bulo l o , unl o ad ing general ly took l i t t l e more than t en or f i fteen 
minut e s . I n  mid - 19 3 1  a record s ix round trip s  i n  a day were 
c omp le ted by Grab owsky , but four t r ip s  a day wer e  c onnnon . 

Al though the transpor t  o f  materi a l s  d id not r each i ts peak 
unt i l  November 19 3 1 , the p ac e  o f  dred ge and p ower hous e c ons t ruc ­
t i on was maintained . P l ans drawn up in mid- 1930  p rovi ded for the 
del ivery at  Bulo l o  of 2 , 400 tons of machinery ,  fie ld fab r icat i on , 
and the beginning o f  op erati ons within fi f teen month s . I This  
s chedule was c omp le ted on t ime , nothing was l o s t  in· t rans i t , and 
on the one occas i on o f  engine fai lure the aircraft c omp le t ed the 
f l i ght on i t s  remaining two engines . 

I n  1 9 3 2  B anks p ub li shed a detai led acc ount o f  the s y s t em o f  
air transportation which h e  had been ins trument a l  in  p romo t ing . 
Thi s  showed how c lo s e ly a l l  the e s t imat e s  o f  1930  t a l l i ed wi th 
res ul t s , and proved that it was as prac t i c ab l e  to work wi thin 

1 . 1 . e .  months from the date o f  
1 1 . 6 . 1930 . 
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P late 3 .  D redge at  Bulolo . 

narr ow l imi t s  o f  c o s t  p ro j e c t ing wi th ai rc ra f t  a s  wi th any o ther 
form of t ransportat i on . Thi s  was an important mi le s t one in  the 
hi s tory of b o th mining and avia ti on . F or h i s  work he was awarded 
' The C ons l i dated Gold F ie ld s  of S ou th Afr ic a  Gold Meda l ' for 193 2 . 

In July 1 9 3 3  J unker s  o f fered BGD a thi rd G-3 1 for  only $40 , 000 , 
j us t  over hal f the cos t  o f  each o f  the prev i ous two . Thi s  o f fer 
resul t ed from the economi c  depre s s ion ,  and from the change t o  a 
new J unker mode l . Banks ob tained agreement for the purcha s e , which 
enab led BGD to exert  pre s sure on Guinea Airways on operat ing cos ts , 
and helped t o  maintain s upp l ie s  as  c ons t ruc t ion p rograms waxed 
rather than waned t oward s the end o f  the 1930s . 

Dredge No . l  was o ffic i a l ly s t ar ted on 2 1  March 19 3 2 . I t  was 
the only occas ion on which almo s t  everyone c onnec ted  wi th the 
Bulolo  venture as s emb led together , and duri ng the f o l l owing days 
there were many d i s c us s i ons on future deve lopment . Levien , the 
father of Bul o l o , had d ied s uddenly two months e ar l i er . H i s  dream 
o f  19 2 6  had turned into r ea l i ty but , l ike tho s e  who honoured him 
at Bulo l o , he had not imagined how endrmous the real i ty woul d  
become . 

C .V . T .  We l l s , the Chairman o f  Guinea Gold  and o f  Guinea Airways , 
d e s c r ib ed the opening d ay in h i s  d iary ( 2 1 . 3 . 19 3 2) : 



About 300 at Bulolo . Who le show went o f f  we l l  . . . .  
Mrs B anks . . •  b roke the bot t le o f  champ agne ,  after which the 

the but t on and she ( the STARTED ' 
She rocked and groaned and up c ame the grave l and rocks 
and round the cyl inders s p an and the boulders topp led over 
the b ack and the r i f fl e s  s immered and s p l a shed wh i le the 
f l ags  flutte red above . 

The Admin i s trator , W i s dom ,  as sured B anks that ' the Adminis tra-
t ion wi l l  always b e  out t o  encourage any o f  thi s  
descript ion to  the utmos t ' . 
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In 19 3 2  it was relative ly easy for the Adminis trat ion to adhere 
t o  i ts p romi s e , for the era of the maj or company was wel l  e s t ab ­
l i shed , and even o n  the vexed transport q ues t ion ther e  was l i t t le 
fr i c t ion or rec r iminat ion . BGD and other c omme rc ia l  op 1n1on 
regarded the int roduc t ion o f  aircraft as a l ong- term and v ir t ual ly 
a permanent s o lut i on . l 

The s t ar ting o f  the firs t dredge marked the end o f  the real 
p ioneering phase  at  Bul o l o . C oncerted e ffor t s  wer e  now made to  
put Bu lo l o on a permanent working b a s i s :  c omfortab le hou s ing and 
ameni ties  had to be provided , a s t ab le labour for c e  wi th a reservoir 
of exper ienc e had to b e  bui lt  up , and the p roduc tion and shipp ing 
o f  gold had t o  be sys t ema t i s ed . 

Making regular arr angement s wi th Guinea . Airways for the operat ­
ing o f  BGD ' s  G - 3 ls proved one o f  the more difficult prob l ems . The 
exi s ting arr angement s had never b een formali s ed. into a c ontrac t , 
but they involved a management fee of £ 5  p e r  sh or t ton , which made 
up a s ub s t ant i a l  proport ion o f  the t ot a l  fie ld c o s t s  o f  2 . 5  p enc e 
per lb for air transp orta t i on . Banks thought the fee over - l arge , 
b ut he recogni s ed tha t s ome compromi se agreement wi th We l l s  o f  
Guinea Airways was e s s ential , in view o f  Airways ' ho lding at Lae -
hangar , o f f ic e , s t or es acc ommodation and s ervic ing fac i lit ies . 
S eparat e ope r at ion by BGD would have invo lved dup l icat ion and 
great financ i al was t e . 

Eventua l ly , through pre s s ure exe r t ed by the more intr ac t ab le 
members o f  BGD , and through his p e r s onal c ontac t with Wel l s , Banks 
secured a c omp romi s e agreement . Airways agreed t o  opera t e  BGD ' s  
G -3 ls for two year s at £4 p e r  shor t t on , whi le the cos t s  o f  upkeep 
and imp rovement o f  Lae aerodrome were to be shared , and BGD p aid 
a relatively smal l f ixed sum f or account ing and s to rage . Ult ima-

' in 1 9 3 8 , Airways management fee fe l l  t o  £ 1  p er shor t  t on 
( a l though B GD assumed part  o f  the insurance and amort i s at ion 

November 1932 , 
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respon s ib i l i t i e s  for and p lant a t  Lae) . Thi s  reduc t ion 
was made pos s ib l e  by greater operating exp er ienc e and more s tream­
l ined organi s a t i on , by s t eadi ly inc reas ing vo lume s o f  freight , and 
by more formidab l e  a i r  transport comp et i t i on in the late  1930s . 
However , the c o -operative spirit  of the f ir s t  agreement was pre­
served , for the  two c ompanie s had bui l d ings and p l ant l ocated on 
one another ' s  leas e s  at  Lae , and a r igid  s eparat ion o f  the ir 
ac t ivi ties  in  p rac t i c e  was imp os s ib l e . l 

A number o f  organi s at i onal mat ters were c l ar i f i ed at Bulo l o  in 
March 1 9 3 2 . An imp ortant one was the inaugurat i on of a sys tem o f  
month ly rep or t s  from the field , under the head s  o f  ' Cons truc t ion '  
and ' Op erations ' .  Thi s s ys t em a l l owed the S ydney and S an Franc i s c o  
o ffices  to  have a n  adequate running apprecia t i on o f  p r ogre s s , and 
i t  c omp e l led the field manager to make a regular c o ordinated 
as s e s sment . Th i s  increas ed e ffic iency and the sys t em prov ed s o  
s uc ce s s ful that an annual report  was not required o f  the managers 
unt i l  the p os t -war period ; month ly operat ing reports  have continued 
to the pre s ent t ime . 

P l ate 4 .  Amen i t i e s  at  Bulolo in the 1 9 3 0 s . 

l 
H . M .  Smi th d i rector o f  t o  B anks , 28 . 1 . 19 38 . 



P r ov i s i ons for the rea l i s at ion o f  were a l s o  determine d : 
b ar s  o f  43 0  ounce s  each were t o  b e  s ent t o  Garre t t  
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and Davidson L imi t ed o f  S ydney for further fic ation and as s ay , 
and 1 dwt from each b ar was t o  be kep t  at Bul o l o  for , to  
p rovide for p os s ib l e  mi s takes . BGD worked c ons i s tent ly on the 
p r inc ip le that i f  the sma l le s t  wer e  wat ched , 
mi s take s c ould be  

owing t o  p re s sure from Mr s B anks i t  was agreed that a 
s o l id and permanent c amp should be  bui l t  on a s 
acr os s the val l ey , t o  rep lac e the bui lding s  whi ch had 
hous ed the s t a f f  during the hec t ic prep aratory phase .  Ini ti a l ly 
twe lve sma l l  hous e s  and s ix larger ones were t o  b e  c on s t ructed o f  
permanent materials , at a total c o s t  o f  s ome £ 10 , 400 . Provi s i on 
was t o  b e  made f or e lectric l i gh t , a p iped wat er s upp ly and 
s ewerage , and a central me s s  bui lding wi th a co l d  s torage 
By the time the war came Bulo l o  was a· s ub s t antial township wi th 
s tores , a swinnning p oo l , c lub s and a c inema . Thi s  was not , o f  
c ours e ,  for c ivi l i s ed l iving c ondi t ions 
wi l l ing to work hard in order to s tay .  Thi s was s o  
during the hard t ime s  o f  p re -war . And in an isol ated mining 
c ommuni ty , p rovi s ion for s oc ial relaxat i on lets  out t ens i ons which 
might o therwi s e  be repres sed to a p oint where ·they c ould 
the smooth func t i oning of the organi s at i on .  



Chap ter 8 

Long be fore BGD ' s  f irs t dredge was operat ing , the t e s ting o f  
P l acer ' s  no rthe rn acqui s it i ons in th e vic inity  of the Bulolo/Watut 
j unc t i on , known as  the B ul owat area , exerted an important inf luenc e 
on future p lanning , and on the f inanc ial p ro spec t s  and s truc ture 
o f  the company . 

The northern Guinea Gold leases , s t i l l  unt e s t ed , remained under 
op t i on to  P l ac er . Further c laims (which c ame t o  be known a s  the 
Bulwa leas e s )  had been made independent ly by P l ac er beyond the 
j unc t i on . As s oon as suffic i en t  ground had been p roved on the 
Bulolo proper , P lacer  had to test  i ts further c laims quickly , for 
s ix-month ly exemp tions from the c onditions of the Ord inance were 
granted only at the Admini s trat ion ' s  di scret i on:  wi thin thi s  
p rovis i on e i ther the ground had to  b e  tes ted or the c laim sur ­
rendered . 

After a quick s urvey i n  1 9 29 Yeomans c ommended the Bulowat 
area as a valuab le prop o s i t ion and s ys t emat i c  t e s t ing began in 
the s ec ond hal f o f  1 9 3 0 , under the direc t ion of F . R .  Shor t . A l l  
the t e s t ing o n  the ground was c arried out b y  F .W . R .  Godden , who s e  
work a t  Bul o l o  earned h im an international reputat ion . I n  later 
year s  he became BGD ' s  general manager . 

The me thods us ed at Bulowat res emb l ed tho se  emp l oyed b y  Deco t o  
in the main B ul o l o  are a . A s imi lar transport p rob l em ruled out 
heavy , p ower driven equipment , for Bulowat was mi l e s  d owns t ream 
from the Bul o l o  airfield  and tes t ing was nec e s s ary be fore exp ens ive 
c ommunicati ons c ould be j us t i fied . 

The tes t ing at Bulowat was thorough . There was le s s  need for 
has t e  as the c ompany was c ap ital i s ed and moving t oward s  p roduc t i on ,  
and the dep o s i t s  were les s cons o l i dated and more p or ous , s o  that 
the dr i l l  went d own more quickly . However , water s eep age c aus ed 
a maj or prob lem .  I t  was unusual t o  find even the f ir s t  f ive feet 
d ry , s o  that shaft ing t o  give a check on value s proved v i r tual ly 
impos s ib l e . T o  c omp ens ate , Godden us ed great c are with the dri l l  
and es t imat ed the r e s u l t s  very c ons ervative ly . Wher e  a t  a l l  p os ­
s ib le with s uch equipment he t ried t o  reach the s and s tone b o t t om , 
and after s ix months o f  t e s t ing i t  was not uncommon for the dr i l l  
t o  go down S O  feet o r  mor e . 

so 
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By · November 1930 Short 30 mi l l ion c ub ic on the 
Bulowat , wi thout account of the nor thern Guinea Gold leas e s . 
The finenes s  t o  b e  over 700 , b e tter than the ·Bulo l o 
average . 

By May 19 3 1  es t imates  had j umped t o  42  mi l l i on c ub i c  yards , 
wi th a net yi eld  per cub ic o f  c ents  (Canadian) . ! 

The 19 3 1  t o  shareholders s tated that BGD would t ake over 
the s e  leas e s  when t e s  was , and that the Bulolo pos i -
t ion would b e  improved by an inc rease i n  d ividends o r  an extended 
working li fe of the f ie ld . 

I n  the i r  calculat i ons B anks and Short showed tha� c ons ervat i sm 
charac teri s ti c  o f  BGD . The predic t ion o f  net yie l d  from Bulowat 
was b as ed on the ori g inal Bulo l o  es t imat e s  of working c os t s  at 
twe lve c ent s p er c ub ic yard . B oth d irec t ors realis ed that over ­
head s  and op eration c os t s  c ould probab be trimmed and working 
cos t s  reduc ed . 

I n  the period 1930 - 3 2  prospec t s  exp anded , and i t  was c lear that 
the l imi t s  were s t i l l  unknown . Al though the c ompany was not yet 
in p roduc t i on , the d i rec tors  real i s ed tha t  if they worked quickly 
and bui l t  on what had already b een done , a s teady rate of growth , 
imp lying p rogres s ive ly greater e f f i c i ency per uni t , c ould be  
achieved . The  Bulowat t e s t ing , which eventua l l y  p r oduc ed an 
e s t ima te o f  60 mi l l ion e as i ly dredgeab l e  c ub ic yards gave the 
imp etus t o  thi s  l ine o f  thinking . 

I t  one o f  the p aradoxes o f  the wor l d -wide dredging boom 
during the 1930s that gold  product ion became more p ro f i t ab le 
al though gold was l o s ing i ts pr ime ro le as  ec onomi c det e rminant . 
The chaos fol l owing World War I c aused mos t  c ountr ie s  t o  go  o ff 
the Gold S tandard ; they rel ied ins t ead on the b acking o f  one or 
two key currenc ie s , especial ly the Ame rican d o l l ar . The s train 
on the dol lar forced America to increase i t s  gold b uying ; B ri tain 
did  l ikewi s e . The financ ial  c o l lap s e  o f  1 9 29 accentuated thi s  
trend ; for Ame ric a r ai s ed the price  o f  gold b e l i ev ing that thi s  
would lead t o  a r i s e  .in general  leve l s , a p rerequis i te for 
recovery . I n  thi s  way the mone t ary value o f  the world ' s  go l d  
s t oc ks doub led b e tween 19 3 2  and 19 37 . The American p r i c e  of gold 
was eventually s tab il i s ed a t  $ 35 an ounce in 19 34 , b ut those  who 
real i s ed the i r  gol d  wi th in the B r i t i sh C ommonwea l th c ontinued to 
ge t increment s  in price unt i l  the war (Brand 19 37 , Hei lperin 
19 62 : 108 - 10 , 144 - 59 ) . 

Th i s  s i t uat i on made i t  p rac ticab le for BGD t o  dredge poorer 
ground , giving it a great extens ion in res erves of grave l . A 

l This  
known . 

the total  for the f ie ld , as i t  was then 
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revolut ion in the c ompany ' s  program res ulted ; ins tead o f  c ons t ruc t ­
ing for two years and then d red ing for twe lve , a c oordinated p lan 
was evolved whe reby d redging , t e s t ing ahe ad , acquiring further 
p roperties , p rospec t ing , and turning earned c ap i t a l  into further 
dredge s , went on s imul t ane ous ly . 

As  early as March 19 3 1  B anks dis cus s ed s chemes for f inanc ing 
two further dredges to  dig the lower leas e s . The B ulowat h ad 
op ened up new hori zons , and B anks real is ed the need to ac t quickly , 
i f  advant ageous arrangement s were to be  made . Fur ther c ap i ta l i s a ­
t ion was needed , f o r  the fir s t  dredges were s t i l l  s ome t ime away 
from beginning produc tion , and BGD had e s t ab l i shed i ts e l f  on a 
b a s i s  o f  rigidly c ontrol led financ ing . 

I n  December  193 1 the authorised c ap i ta l  o f  BGD was inc r ea s ed 
from $4 , 000 , 000 t o  $ 6 , 000 , 000 . The increase  was generous , for the 
d irec tors  real i s ed that the firs t e s t imate s  a t  Bul o lo were  l ike ly 
to be gro s s ly unders t ated ; one of the obj ec t s  of a 50 per c ent 
exp ans i on was the f inanc ing o f  fur ther operations ye t unpred i c t ab l e . 
Within a month 65 , 000 o f  the new is sue had been s ol d  t o  four o ther 
American mining c ompani e s : a mark of the general  c onfidenc e in BGD . 
The d irec torat e , however , res tric ted c ap i ta l i sat ion t o  ac t ual 
requirement s ,  and i t  was hoped t o  equip the new proper t ie s  large ly 
out of surp lus pro fi t s , onc e dredge No . 1  b egan work . Money for a 
new dredge was re s t ri c ted t o  $ 65 , 000 unti l Mar�h 1 9 3 2 , when No . l  
b egan d igging . 

During 19 3 1  BGD took over P lace r ' s  op t ions t o  the Bulowat ­
Burns ide -Guinea Gold northern l ease s . l Desp i t e  the s e  and o ther 
acqui s i t ions , the maj or e xp ans i on of BGD ' s  p rospec t s  occurred at 
Bulolo  i t s e l f , in the areas which had already b een t e s ted by Dec o to . 
I t  was fe l t  tha t D ec o to ' s  e s t imate of  the r e s erves had b een too 
c onservat ive , and the s uspic i on tha t  he had no t reached b edrock 
was s upport ed by the Bulowat te s t s , when a s and s tone b o tt om was 
o ften found at a depth o f  60 feet . 

The firs t year o f  operation o f  dredge No . l  l ed BGD to re - examine 
the Bulolo dep o s it s ,  for dredging va lues b ore no re lation to 
D ec ot o ' s c omp utat i ons : by February 19 33  they were running at les s 
than 30 c ent s per yard , c omp ared with the predic ted 50 c ent s . 
S imi l ar r esul ts  were obtained with No . 2  dredge when i t  began 
operat ing in November 19 3 2 . 

To maintain p romi s ed overal l returns and d ividends BGD ther e ­
fore had to  incre as e  yar dage s and working e ffic ienc y . The yardage 

1 
Because  the directorat e s  of the two c omp anie s  wer e  a lmo s t  

i dent ic al , thi s  a greement  had t o  be p ar t i c ul ar ly c are fu l l y  worked 
out in o rder to ensure that the terms for b o th s et s  o f  s hareholders 
were equi t ab l e . 



day ros e  t o  near ly 9 , 000 , but s t i l l  l i t t l e  of the 
expec ted gold was rea l i s ed . I t  was thought that the 
no t be amalgamab le , and that more  e f fic i ent go ld  s aving 
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me thod s might b e  requir ed . Whatever the reason , the na ture o f  
the ground being dug was different from that sugges t ed by Decot o . 1 

BGD at thi s  s tage was under heavy pre s s ur e  from mining 
as  we l l  as from shareholder s ,  the di s crep ancy .between ac tual 
and p redic t ed r ec overies  was one o f  high profes s i onal a s  we l l  as 
f inanc ial  intere s t . 2 BGD c ould only expre s s  the c omp any ' s 
c oncern and as s ure everyone tha t a thorough re-examination would 
be under t aken . 

The wide spacing o f  t es t s ,  c aus ed by l ack o f  t ime and the 
app arent evennes s  of values , s eemed the mos t  l i kely  hyp o the s i s  
t o  exp lain the poor recoveries . However ,  the d i s crepancy threw 
c onsiderab le doub t on the reliab i l i ty o f  Godden ' s  Bulowat e s t imat es . 
V alue s  per yard there had been as s e s s ed at a much l ower l eve l , and 
i f  recoveries  from dredging bore the s ame ratio  to dri l l  resul t s  
a s  a t  Bulo l o , a great deal  o f  the ground woul d  b e  marginal or 
c omp le t e ly unworkab l e . 

I n  the s econd half  o f  19 33 , there fore , Godden b egan redri l l ing 
the l ower Bulo l o  Val l ey , and by ear ly 1 9 34 he was going d own t o  
more than 1 20 f e e t  i n  p l ac e s , with values up to thir ty-seven c ents  
a t  tha t dep th . Unl i ke Decato , Godden was ab le to app ly p ower t o  
dri l ling , and by Novemb er 1934 thre e  p ower dr i l l s  were working 
c ontinuous ly . 

Thi s  was the beginning o f  a p rogram o f  deep 
t inued for s ome years , and wh ich , as the price 

dri l l ing which c on­
of  go ld ros e to $ 35 

p er ounce in 19 34 ,  extended t o  vari ous s 
c onsidered undredgeab le . F r om June 1934 
were kep t for deep -dri l l ing , marking i t s  
p rac tice . 

are as p revious ly 
s ep arate book acc ount s 
e s t ab l i s hment a s  a regular 

Godden had two main ob j ec t ives : f ir s t , t o  give a c r os s - check on 
the inexp l i c ab le d ivergence be tween dredging re sul t s  and p re di c t i ons 
and t o  give mor e  d e t ai l ed informat i on ahead of the dredge s ; and 
s ec ond , t o  check , f rom his dri l l  c omp utations at Bulo l o , the 
accuracy o f  his  Bulowat e s t imate s . 

1 
Thi s  was not intended t o  r e f l ec t  on Decot o ' s  method s , for in 

re lating prob ab le dredge recoveries  t o  dri l l  ind i c a ti ons he had 
a l l owed a f i gure that at  Pato , whi ch was i t s e l f  
only a marginal prop o s i t ion . 

2 B aker to  Gr i f fin , 17 . 1 . 19 3 3 ; Baker to  B anks , 17 . 1 . 19 3 3 . O ther 
Amer ican mining companie s he ld share s in BGD . 
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The resul t s  reveal ed a t opographical  pattern t o  Bulowat , 
but at much greater dep th s : the val l ey was heavi ly over lain wi th 
gold -bearing al luvium , inter s ec ted by spurs which produc ed occa­
s ional areas of s ha l low bedrock . Harri s  (to  Gri ffin , 19 . 5 . 1934) 
b e l i eved that ' the depos i t  mus t have been made by s tream act i on 
and i f  s o , there has de fini tely b een an extens ive f au l t  s ince the 
dep o s i t  was made , changing the e levat i ons and gradient o f  the 
depos i t  r e l at ive t o  the present B ul o l o  River bed ' . 

Throughout the 1930s the nature and ori gin o f  the gold in the 
Bulol o -Bulowat region exc i ted speculation in both s c i enti fi c  and 
mining c irc le s . There were many ab s truse arguments and theorie s , 
but Harr i s  's exp l anat i on was large ly righ t . 

o w  

E 

E 

S A N D  A N O  S H I N G L E  

A RE A S  R I C H  I N  

I deal cros s -s ec ti on o f  a p lacer dep os i t  ( after Fr iedensb urg)  
showing a false  bottom 



In t imes years much o f  
New Guinea was s ubmerged . e ar th movement s ,  accom-
p anied by violent volcanic , fted the i s land and created 
the great mountain range s . Thes e  movements  may have c ontinued 
unt i l  c omp ar a t ive ly recent t imes . I t  i s  that one s ourc e  
o f  gold occurred with minerali s at ion in the ear ly 
thi s  gave r i s e  to met a l  of ty (a finenes s  b e tween 7 00 
and 800) . Mos t  o f  the gold , however , was probab ly derived from 
p orphyries o f  the l at er (perhap s  5 , 000 , 000 years 
ago ) , of l ower qual i ty ( finene s s  abou t 500) . 

The s e  two per i od s  o f  gold dep os i t i on ,  a p eriod  o f  
upheaval , ac count for s ome o f  the erratic On the o ther 
hand , the s ingle main s ource hypo thes i s  gold d er iving from an 
area of Upper Edie  only about one square mi l e  in exten t )  e xp lain 
the bulk uni formi ty o f  the gravels  (Taylour and Morley 1933 : 26-8 , 
F i sher 1940 : 234 , 1938 : 18) . 

Other fac t or s influenc ed the type and location o f  the Bulolo  
alluvia l s . Much o f  the gold at the lowe s t  l eve l s  was p robab ly 
d eposited on old , higher terrac e s  by s treams now extinc t , and 
from there gradual ly washed down .  Moreover , s everal s treams had 
t apped gold from the primary area into the Bulolo , giving dif feren­
tial  grades  o f  gold at  di fferent point s . Thi s , coup led wi th water 
ac t i on , acc ounted for the p rogres s ive finene s s  o f  the gold  down­
s tream . The nine t e enth c entury c ontroversy about the orig in o f  
al luvial go ld , whether from a s olution , or 
a mechanica l  proc e s s  actuated b y  the ac tion of running water on 
gold -bearing r ocks , was s e t t led in 189 3 by Profes so r  A .  Livers idge 
whose argument for the mechanical p roces s was s upported by work on 
the Bulolo  i t s . The finer , s mal l er l e s , free 
of quar t z , wer e carried further , and the water d i s solved more 
s i lver from the out s ide o f  the grains , leaving a h i gher p ercentage 
of go ld (F i sher 1934-35 : 342-3 , 378�80) . 

Thes e  f ac tors  e xp lained mos t  o f  the puz z l e s  o f  Bulol o ; the ir 
p rac t ic al s igni f i c ance was that  a hitherto undre amed o f  quanti ty 
of a l luvium e xi s ted , and was workab le t o  great d ep th s . F r om i t s  
c oncent r at ed dri l l ing �GD gained a general p ic t ure o f  new dredging 
p o s s ib i l i t i e s . B anks t o ld shareholders in November 1934 that the 
S an F r anc i s c o  des i gn s t aff  had begun work on two new dredges which 
would d i g  t o  8 5  feet  and 1 15 feet b e l ow p ond l eve l , making them 
two o f  the d eepe s t  d igging in the wor ld . The two sha l low d i gger s  
were moved from the deeper areas t o  the eas t ern limi t s  o f  the 
val where  sha l l ow b edrock was known to occur . 

B anks real i s ed that because o f  the p oor value s , every avai lab le 
yard above marginal l evel should be dug . A c ar e fu l ly c o ordinated 
deep and sha l l ow dred ging p rogram was deve l oped . B anks and Harr i s  
real i s ed that unt i l  t h e  deta i l ed re sult s  o f  t h e  dri  were 



56 

known , pro fit  
obs t ac way o f  
was s carce b ec aus e 

' shows • o f  the ir own . 

whitt led away , but there were 
as ses sment . ·  

ind uc ed men to take up smal l -
was very • ' and 

hard to d r i l l  in which Harri s  though t  t o  be o f  a n  o l d  
rather than s tream 

becaus e o f  the th and wat er 
i t  was uncertain whe ther c ros s 
me thod . However ,  b oth the 
unwi l l ing t o  take ' b l ind ' dri l 
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seepage from leve l s , s o  that 
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and f i e ld management were 
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cros s - s ec t i on o f  a Bulolo  area 

V . E .  Bramming , who was head field engineer during the l ater 
s tage s o f  d eep dri l ling , made detai l ed c alcul at i ons and by November 
1935 shareholders were t o l d  that resul t s  ful ly j us ti f i ed the bui l d -

o f  the two deep : 90 mi l li on yards o f  gravel  o f  an 
average recover ab l e  va lue of 50 cent s  per yard were expec t ed (work-

pro f i t  38 c ent s per yard) , wi th an add i t i onal 80 mi l l ion yard s 
at  3 2  c ents  (working profi t 20 c ent s ) , making an e s t imated total  
dredgeab le  profi t of  $ 50 , 000 , 000 . In add i t i on , further res erve s 
o f  l ower grade b ut s t i l l  workab l e  grave l s  were expec ted as  deep 
d r i l l ing c ont inued . By  May 193 6 , when Deco t o ' s  original t o ta l  
es t imate o f  2 2  mi l l i on yard s had been worked , Bramming e s t imated 
that 204 mi l l i on yard s remained t o  be dred ged . 

In  Apr i l  1 9 3 6  the c ompany i s sued a further 60 , 000 share s t o  
f inance the con s t ruc t ion o f  the deep d igging dredge s . The s e  shares  
were o ffered on  p re ference t o  the exi s t ing shareho lders ; and i t  i s  
an index o f  the e s tab l i shed suc c e s s o f  BGD that the o f fer was 



l imi ted to  one new share for each s ixteen he ld , and that the rate 
was $ 20 for each nominal $ 5  share . 

One fur ther lem r emained l imi t a t i ons on 
and s luic ing leas e s . Thes e , c omp r i s ing a lmo s t  a l l  the P lacer 
leases , extended only to a d ep th of 50 feet . At the Adminis tra-
t ion ' s ins t , they were relocat ed as  c laims which 
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made no re s trict i on s  on As Har r i s  , 14 . 3 . 1934 )  
pointed ou t , i f  the ground were dredged only to 50  fee t , i t  would 
never p ay anybody e l se to d redge below that at a later t ime , 
and the gold would have been lo.s t forever . 



Chap ter 9 

The retes t ing o f  Bulo l o  led t o  s ome important inve s t i gations . 
Gri f fin , who was s uperv i s ing dredge No . l  during i ts ' breaking in ' , 
suspec ted that much gold was pas s ing through wi thout be ing re ­
c overed , involving los s e s  up t o  15  cent s a yard . Though h i s  
modi ficat ions t o  the gold - s aving t ab le s  and experiments with 
yardage and water - f l ow improved gold - s aving , resu l t s  were so far 
b e l ow expec tations that any s i gni ficant los s was serious . 

B anks c a lculated tha t  by S eptembe r  1932  dredge No . l  was s aving 
s l i ght ly over 90 per c ent of all the gold pas s ing through , but 
when the four dredges were working , a s aving of only 1 c ent per 
yard would mean an extra  $ 100 , 000 a year . Overal l  returns and 
profi t s  were b eing maintained at the promi s ed l evel only  by d redge 
e f f ic iency in hand l ing yardage , and every e f fort  had to be made t o  
g e t  extrac t ion up t o  the economic l imi t . 

A me thod for improv ing gold s aving was dev i s ed by Short who had 
b een exp er iment ing at P lac er ' s  Natomas p roperty wi th a j ig of the 
Americ an pul s at ing type , mounted in the tai l s luices  o f  the dredge . 
By a proce s s  o f  amalgama t i on , i t  was ab le t o  t reat materia l  whi ch 
had escaped the t ab le s . 

Gri f fin ( t o  B anks , 5 . 9 . 19 3 2 )  s ugges ted that a b ank o f  three 
j igs be  tried a s  auxi l iary equipment on dredge No . 2 , then under 
c onstruc t ion . B anks ( to B aker , 7 . 9 . 19 3 2 )  determined to wai t  unt i l  
the Nat omas t e s t s  had been analys ed , and then , in January 1 9 3 3 , 
Bramming was ins t ruc ted to  c onduc t further exper iment s at  Bulolo . 
Meanwhi le , B anks and Gri f f in dec ided to inst a l l  j igs  on dredges 
Nos 3 and 4 ,  whi ch were t o  d redge the Bulowat area . There the 
gold was even f iner than at Bulo l o , and p o s s ib ly more d i ff i cult  
to  ama lgamate . The added c o s t per dredge was e s t imat ed at $ 30 , 000 . 

These  s t eps  were taken b e fore any deep t e s t ing had b e gun at 
Bulolo . Had the t rue dep th of the d epos i t s  b een known the manage ­
ment would p robab ly have b een les s hes i tant , for B anks ' c a lculations 
c ould have b een mul t ip lied by three to al l ow for the enormous ly 
inc reas ed yardage s for the l ater  dredge s . However , the ins tal la ­
t ion o f  j igs  on dredges was an unknown , and BGD was t aking a 

5 8  
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p forward in a t a t ime when any add i t ional cos t s  
had t o  b e  s ub s t ant ial ly j us t i fied . 

E xt ra gold s aving equipment was bui l t  No . 3  , wh ich 
began p roduc t ion in November 19 3 3  - only two months later than 
origina l ly programmed . It wei ghed 1 , 600 tons , was equipp ed wi th 
an 800 h . p . motor  and c ould dig  to 45 feet below wa ter leve l . 

No . 4  was des igned with a s imi lar hul l and p ower equipment , but 
wi th a l arger ladder , di gging to 5 6  feet b e l ow water . However , 
i t s  j ig was de s i gned t o  treat material by flotati on , the reverse  
of  the  amalgamat ion p roces s . The new des ign wo rked on the c oncen ­
trate wi th chemica l s  s o  that each gold part i c le at tached i t s e lf t o  
a r i s ing air b ubb le , and was then removed from the p ulp in a 
cont inuous froth . However , the innovation was sub sequent ly aban­
doned for the mot i on o f  the d redge caused c ons t ant  a l terat ions in 
t r im and c onsequent d i s turbanc e s  to the water f l ow with in the 
f lotat ion unit . 

Thi s  i s  onl y  one examp le o f  the unremit ting technica l  attent ion 
devoted to the prob l em o f  imp roving gold rec overi e s . T owards the 
end o f  the 1930s  the monthly field report s  frequent ly r e fer t o  
mod ific at ions t o  the gold - s aving equipment . The j i g result s  var ied 
great ly depending on the material be ing dug . Because  o f  heavy 
c l ay P lace r 1  s Pa.to p roperty profi ted mos t ,  for there the overall 
rec overy from the j ig s  ( c ompared t o  tha t  from the t ab l e s ) rose t o  
as  much as  50 p er c ent , and never fe l l  b e l ow 7 per  c ent ; gold 
retained in the j ig s  amounted to  25  per c ent o f  a l l  that recovered . 
At Bulo l o  the proportion was le s s , but in terms o f  har d  c ash i t  
was never the l e s s sub s t antial . I 

BGD bec ame s o  we l l  known for the use o f  j igs that a number of  
manufac tur ing engineers approached the  c omp any for the righ t s  to  
make s imi l ar equipment under l ic enc e . The inc orporation of  j igs 
on the dredges b ecame progres s ive ly important a s  the property 
approached  the end o f  i t s  l i fe after the war ; wi th r i s ing c o s ts , 
j ig operat ions of ten meant the� d i fferenc e  b e tween margina l  and 
sub -marginal Thi s  was p ar t i cular ly true o f  Nos 5 and 7 ,  
for the s e  deep d i ggers had t o  dredge areas which had p revi ous ly 
b een treated . Thus the ab s enc e  of j igs  on the ear ly shal low 
dredges proved for tui tous , for the gold  they returned t o  the ground 
i n  tai l ings c ontr ibuted later t o  the working p r o f i t  o f  the deep 
dredge s . 

F or examp le , July 1940 gives the following f i gure s for j ig 
s avings  relative t o  t ot a l  recover ies : No . 2 ,  13 . 4 6 p er c ent ; No . 3 ,  
5 . 5 1  per c ent ; No . 4 , 2 5 . 9 3 per  cent ; No . 5 ,  6 . 49 per  cent ; No . 6 ,  
too sma l l  for p lant ; No . 7 , under repai r ; No . 8 ,  1 3 . 35 per  c ent . 
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A l l  in al l , the ini t ial  mis calculat ions at Bulolo  had high ly 
profi tab le resul t s . The serious fall �off in value s  and recoveries 
c ompel l ed the c ompany to devote every e f for t t o  make the mos t  of  
every p ayab l e  yard . 

On the bas i s  o f  high e f ficiency and through -put , the f i r s t  four 
dredges ope r a t ed s at i s fac tori ly and maintained profit s  unt i l  No . 5  
began d i gging in December  1937 . Unt i l  ear ly 19 34 , when No . 3  c ame 
into ful l p roduct i on , be tween 8 , 000 and 1 2 , 000 ounce s  o f  bull ion 
were p roduc ed a month . Wi th No . 3  thi s  ros e t o  1 5 , 000 ounc e s , and 
when No . 4  b egan work in Augus t 1934 the f i gure exc eeded 1 6 , 000 
ounce s  a month . On average recover ies  No s 3 and 4 never matched 
those  of the f i r s t  two dredges de sp i te the s teep fal l b e l ow 
e s t imated value s at  Bulolo . 

Al l dred ge recover ies  fe l l  below the c alculated expectations 
derived from dr i l l  t e s ts  a t  both Bulolo and B u l owa t . I n  the s even 
years p receding the war , No . l  yie lded 3 0 . 50 c ent s per  cubic  yard , 
No2 , 2 2 . 24 c ents , and No . 3 , 20 . 65 c ents . The s e  figure s hardly 
c omp are wi th the ini t ia l  es t imat e s  of 5 0  and 30 c ent s r e sp ec t ively 
for Bulolo and Bulowat . Maint aining the pro f i t  leve l entai led a 
c ontinual s truggle  t o  imp rove e f fic iency and reduc e  working c o s t s . 
The dredge s had t o  b e  worked to the i r  maximum c ap ac i ty for as long 
as p os s ib l e ; they had to  d i g  in exc e s s  of the 150 , 000 monthly 
yardage for whi ch they were de s igned , and at a lower hand l ing c o s t  
than was original ly e s t imat ed . I t  s ays much f o r  BGD f i e l d  manage ­
ment that a l l  the s e  obj ec t s  were achieved . Over the s even years 
p receding the war thes e  d redge s worked for more than 9 0  per c ent 
o f  the pos s ib l e  t ime . No . 3  averaged 2 2 1 , 000 yards  a month over 
that  period , and No . 2  dug an average o f  2 5 3 , 000 yard s . Though 
mos t  o f  the ground was easy , thes e  resul t s  were achi eved mainly 
through the me t ic u l ous mechanical s ervi c e  and a t tent ion , and the 
ab i l i ty of the exp er i enc ed , s tab l e  dred ge -crews , which BGD bui l t  
up . BGD had the b e s t  equipped mechanical workshop s i n  New Guinea , 
s o  tha t  breakage s and de fec t s  c ould be inve s ti gated and repai red 
on the spot . Exi s t ing d redge and p ower equipment was c ont inual ly 
mod i f ied and new equipment and methods t e s ted . The S an F ranc i s c o  
o ffice  ac ted a s  a c learing and a s s e s sment c entre f o r  techni cal  
informat ion . Experiments  at Bulo lo and at P lac er ' s  S outh Ame r i c an 

properties  al l owed for rec ip rocal b ene f i t s  from f ie ld res u l t s . 

Organi s at ional p roc edure matched technical  expert i s e . I n  the 
monthly field repor t s , any breakdown or l o s s  of t ime , any fal l -o f f  
i n  yardage or value s , had to be acc ount ed for . The s e  rep o r t s  were 
checked aga ins t the detai led t e s t b lueprint s and surveys kep t in 
the head o f f i c e s  in  b oth S ydney and S an Franc i sc o . C ons equent ly 
men and machine s worked at a cons t ant high p re s s ure , but i t  was 
app l ied in such a sys t ema t ic , c oordinated way that i t  bec ame an 
accep ted feature o f  the j ob .  When a faul t or ho ld -up occurred , 
the men responded as  a team working t o  a rec o gni sed procedure . 
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P l anning t o  c ope w ith b o th normal and abnormal s ituat ions was one 
o f  the s ecret s  o f  BGD ' s  overal l  e fficiency . The s ame outlook c an 
b e  seen in the number and variety of spare par t s  always avai l ab l e , 
the availab i li ty o f  a r e s erve aircraft , the long - term ordering 
ahead for rep lacement s  and for new equipment , and the ant i c ipat ion 
o f  delays due t o  weather or �xtraordinary field c ond i tions . 

The resul t s  o f  a l l  the s e  measures  were impres s ive . BGD managed 
to rai s e  the p ro f i t  level  o f  grave l s  in relat i on t o  thei r  ac tual 
value s  and volume s by hold ing down working co s t s  desp i te the 
gradual  introduc t ion of l arger dredge s digging at greater dep ths . 
I n  1933 -34 working c o s t s  per yard , exc l uding royal ty and amort i s a ­
t i on ,  were 9 . 15 c ent s ; by 1939 -40 this figure was 8 . 29 c en t s . 

A careful b alanc ing o f  profit  and los s fac tor s influenc ed the 
bui lding of the two d eep -digging dredges . I t  was intended tha t  
the s econd o f  the s e  should d i g  t o  a dep th o f  1 65 feet . However ,  
on c ons iderat i on , the dredge was made a dup l icate o f  the o ther 
( No . 5 ) digging t o  8 5  feet below a 40 feet bank . 

An e s t imat ed 10  mi ll ion cubic  yards o f  grave l , lying at a d ep th 
greater than 125  feet , was thus s ac r i ficed , but this  los s  was o f f ­
s et by a number o f  important s avings : f i rs t , c ap i tal exp end i ture 
was reduced about $ 500 , 000 ; second ly , aircraft were expos ed t o  
l e s s  r i sk ,  becaus e No . S  was 1 , 7 00 t ons l i ghter ; thirdly , s tandardi ­
s at i on o f  the two dred ge s  fac i l i t ated des ign and con s truc ti on ,  and 
the rep lac ement  o f  part s ; and f ourth ly , the dredge would b e  ready 
a year earl ier , and int eres t  on produc t ion at a t ime o f  p e ak go ld 
p rices  made thi s  a mos t  s igni ficant fac tor . Las t ly , financ ing 
the l ar ger dredge would have nec e s s i tated a further i s s ue o f  shares 
o r  a cut in dividend s  t o  exi s t ing shareho lders (Banks t o  share ­
ho lders , 29 . 1 1 . 19 3 5 ) . 

Thi s  dredge , c a l led No . 7 , began p roduc t ion in July 19 3 9 . The 
No � 6  dredge was the smal le s t , des i gned to dig  a new p roperty ac ­
quired by BGD near Wau in the mid - 1930 s . Thi s l ate acqui s i t ion 
reflec t s  the drive towards a cumulat ive inc reas e in act ivi ty 
through a c oncurrent p rogram of p rospec t i ng and t e s t i ng . 

Thi s  p o l icy was not c on fined to  BGD . NGG emp loyed the p ioneer 
Mick Leahy for s ome years as  a p ro spec t or , and in the c our s e  o f  
h i s  work he penetrated much new c ountry in the high land s , as far 
as Mount Hagen . BGD in the early  days re l ied heavi ly on T om 
Yeomans who , in 1933 -34 , exp lored the midd le Ramu and the T aur i ­
Vai lala areas , and 600 mi les  up the S ep ik River . He was the 
f i r s t  white  man s een by many of the nat ive peop l e  in the s e  regions . 
I n  19 34 and again in 19 3 8  Yeomans exp lored the mountainous areas 
between Wewak and Map r ik . B ehind all the exp l orat ion l ay the idea 
that the main mountain chains were aur i ferous , and c oncentrat i ons 
s imi l ar to  tho s e  which had occurred at Bulolo  c ould occur e l s e ­
where . L i t t le was found t o  suppor t  th i s  theory , however , f or 



a l though many o f  the r ivers contained t race s  o f  
no t workab l e . Unl ike Bulolo , there had been no 
r ich c oncentration . 
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Both P lacer and BGD c ons idered that the p o s s ib i l i ty of suc c es s , 
even on one -quarter the s c al e  o f  Bulo l o , j us ti f i ed sma l l  
exp lorat ion expendi tures .  In  Apri l 1935  P lacer wi thdrew from 
d i rect  p romot i on o f  exp l orat i on in New Guinea , after an agreement 
that BGD would fo l low up further mining opp ortun i t i e s  for the j oint 
and equal account o f  the two c ompanies . Thi s  arrangement d id no t 
inc lude the acqui s i t i on o f  ground adj acent t o  BGD ' s  exi s t ing hol d ­
ings , which would s tand t o  the account of BGD a l one . 

P rospec t ive exp l ora tion never p rofited the mining c omp a nie s ,  
but i t  opened up vas t areas o f  unknown country ; and p r ovided a 
focus and purp o s e  for the extens ion of  admini s trative p atro l s  and 
p o lice  p os t s . T o  s ome extent the g overnment partic ipated in thi s 
gold exp l oration , mo t ivated by the pos s ibil i ty o f  a s tr ike which 
would augment the c ount ry ' s  revenues ;  for ins t anc e , it s ent a 
geologi s t  t o  the Langimai River area . He reported s ome gold , but 
not in c onnnerc ial quantities  (F i sher 1936 : 19 ) . 

The mos t  profi tab l e  extens i on o f  BGD occurred in the innnediate 
vic inity o f  Wau-Bu l o l o . BGD had t o  ens ure that i t s  operati ons were 
no t ob s truc ted by o ther properties  or o ther wat er r i gh t s . I t  was 
intere s t ed in anything val uab l e  wh i ch c ould be worked in coordina­
t i on with exi s t ing leases . 

As the owner o f  the who le c entral  area in the Bul o l o  Valley , 
BGD was annoyed by the sma l l  miners  who worked on the fr inge s . 
As early as 19 3 1  s ome sma l l  leaseholders were forced t o  ask  BGD ' s 
permi s s i on t o  bui ld water -races ac ross  the c ompany ' s  p roper ty . 
Al though the int ere s t s  o f  a l l  leaseholders were equi t ab ly protec t ed 
by the mining warden , i t  was certain that any smal l men ' s  r i gh t s  
which ob s t ruc t ed the operati ons o f  the c ompany wou l d  eventual ly 
be t aken over . In  1 9 3 5 - 3 6  BGD had no fewer than e l even smal l 
' s ide - l ining ' p roper t ie s  under inve s t i gation , wi th a view to their  
acqui s i t i on .  

The t akeover o f  Widub o sh , b e tween the main Bulolo  l eas.es and 
Bulowat i s  a typ ic al examp le . Thi s area was leased by Mr and 
Mrs B ooth , the p i onee r s  o f  19 2 6 . In 193 1 B ooth l odged an ob j ec ­
t i on t o  a P l acer lease  (Bulwa No . 6) which , h e  b e l i eved , overlapped 
the Widub osh . The warden inves t igated and dec i ded in P lacer ' s  
favour . Thi s  was the p sycho logical moment  for an approach by BGD . 
The c ompany wanted the l eas e because i t  was s o  s ituated that i t  
c ould c aus e BGD ' tr oub le ' ,  i t  s eemed l ike ly t o  b e  a wor thwhi l e  
hydraulic  prop o s i t ion , us ing large �scale  me thod s unavai l ab le to  
the B ooths ; and thirdly , the B ooths owned a t imber le ase  along the 
Bulolo  River whi ch c ould inter fere wi th dredging operat i ons . 
Ul t imately everyone was s a t i s fied . B ooth received £ 10 , 000 , a sum 
f ar in exc e s s o f  h i s  fi gure . 
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The introduct ion o f  the 1 Area ' into the 
Ordinanc e enab led BGD to ho l d  areas whe ther b eing 
worked or no t , by virtue of i t s  total  expend i ture . BGD ' s  ' Special  
Area ' o f  2 , 3 2 6  hec tares  5 , 7 50 acre s )  was dec lared 
in Apr i l  1 9 3 2 ; by 1939  it had grown t o  3 , 7 9 0  hec t ares  ( about 9 , 3 60 
acres ) .  The c ompany always had a s ound c a s e  for  extens ion , becaus e 
i t  always sp ent more than the annual average of £ 7 . 10 . 0 
per  hec tare . When Freeman inc lus ion o f  the Wau 
tenement s in 1 9 3 6 , the e s t imated was £40 , ris  in 
the fol lowing year to  £ 60 .  

The ' Special  Area ' p rov i s ions were legitimat e  and nece s s ary , 
al though in  i s o lated c as es small  men were d ep r ived o f  the opportu­
nity to  make a mod e s t  indep endent pro f i t . S ome t ime s , however , 
they were only t oo happy for a company to  g ive them a lump sum 
for the i r  r i ght s . Thi s  was t rue o f  Arno ld , who s e  lease s  were 
acquired in 19 30 , when manning p rovis i ons forced P lac er t o  p ut 
a boxing p arty on the leas e s  unt i l  they wer e  incorporated in the 
'S pec ial Area' .  There was no t ime to examine the s e  leases  immedia­
t e ly , s o  they wer e  let out ' on t ribute ' t o  two sma l l  miners ,  who 
c leaned up more than 3 2  ounce s  in thei r  f i rs t twenty - f ive days ; 
the t r ibuters  ret ained 7 5  p er c ent  and p ai d  the re s t  t o  BGD . S uch 
re s ul t s  convinced BGD that the area c ou ld be p ro f i tab ly worked on 
a l arger s c al e , and in 1939  hydraulic equipment was ins t a l led . l 

Tribut ing arrangement s  c arried the danger that the sma l l  men , 
by t aking the cream ,  might  make origina l ly p ro f i t ab le lease s  s ub ­
marginal .  The gol d  that remained , unextrac t ab le b y  s imp l e  b oxing 
or s luic ing , would then be a total los s . 

Sma l l  mine r s  often gave BGD as much c aus e for worry as the 
c ompany did  them . Ac t ions t aken by the c omp any invo lved no general 
p r inc ip l e  of s quee z ing out the sma l l  man , b ut resul ted from an 
as s e s sment of p o tent i a l  ground value s , inconvenienc e  of one kind 
or another , c oordina t i on wi th work programs , and s o  on . In s ome 
ins t ances  BGD let  leases  go to small  miner s , when l arge - scale  
operations s eemed not t o  be wor thwhile . 

On s ome occas ions when BGD took over leas es  from sma l l  miners , 
their  mot ives and grounds were mi s interpreted . In  1938 - 3 9  an 
I t alian s ynd i c ate reque s t ed a arrangement on land 
adj ac ent  to their c la im near Bul owat air s t r ip . Whi le BGD con ­
s idered the prop o s al the I ta l i ans ran out o f  cap ita l , and s o l d  
the rac e and r i gh t s  t o  6 ac res o f  dredgeab l e  ground t o  BGD for 
£ 1 , 598 . The c omp any had not de held out unt i l  the sma l l  

1 When BGD became convinced that  the l e a s e s  were workab le , 5 , 000 
BGD shares were  p ai d  to P lacer , wh ich made a 300 p er c ent 

on the deal in f ive years 
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syndicat e , s tarved o f  and refused ac ces s t o  ground , 
was forced to  get out and s e l l  i t s  as s e t s  at a nominal sum .  The 
syndicate spent  money on an area which could not give c orrmensurate 
returns , and then turned to  a tributing arrangement as a las t 
resort  t o  res c ue i t  from i t s  mi scalculations . S uch an arrangement 
c ould have involved BGD in c ons iderab l e  inconveni ence and in the 
l o s s  o f  a sub s t ant ial sum of money . 

There were o ther areas , too , where sma l l  miners  occa s i onal ly 
s ought tributing or o ther working : the P ine T op s  area was 
one . Here , however , BGD knew that  every ounce woul d  be required 
to  make i t s  s luic ing p ayab l e  and indeed P ine T op s  proved un­
profi tab le for more than a year or two . l 

To a degree extens i on by BGD was a natural  p roces s , for small  
miners s t e ad i ly dri fted out o f  areas whi ch c ould only be  worked 
by a we l l - equipped organisat ion . Moreover , BGD had a duty t o  i t s  
shareholders  and symp athy f or the smal l miner c ould  no t t ake 
prior i ty ove r ob l igat i on s  t o  the smal l inve s tor . I nd ividual miners 
who s tayed on were gener al ly on good terms with BGD management , 
and one or two a l ternated period s  o f  work with BGD wi th individual 
prospec t ing and b oxing . 

The two deep -digging dredge s , Nos 5 and 7 ,  were never as  s uc ­
ces s ful a s  the f i r s t  four dredge s . No . 5 ' s value p e r  c ub i c  yard , 
unt i l  the war , was only 12  c ent s , whi le No . 7 ' s  was 17 . 5  c ent s . 
Neverthe les s , b etween them , from 1 9 3 8 - 3 9  unt i l  January 1942 , 
they produc ed £ 9 00 , 000 in gold from 1 6 , 000 , 000 c ub ic yards o f  
gravel .  B etween 1937  and 194 1 , a s  three further dredges came int o 
operat i on , working p ro fi ts per annum rose  by a mere $ 35 0 , 000 , 
re lative t o  a total  annual working between three and a 
hal f  and f our mi l l i on dol lars . The inc reas e was s i gni ficant , 
however , for the operat i on o f  the deep d i ggers meant that  sub s t an-
tial t otal  c ould c ont inue for  many years than had 
b een expec t ed in 1930 . 

One fur ther dredge , No . 8 , des igned t o  d i g  t o  3 5  feet  b e l ow p ond 
l eve l , c ame into operat i on in November 1939  at Bulowat . Thus , by 
the end of 1939  BGD had e ight d redges in c ont inuous ope r ation :  
Nos 1 ,  2 ,  5 and 7 a t  B ulolo ; Nos 3 ,  4 and 8 a t  B ul owat ; and No . 6  
near Wau . Values as  ear ly as 193 2 had been d i s appo int ing , and as 
the volume o f  grave l hand led r os e , values p er yard s tead i ly d e ­
creased . In  1 9 3 2 - 3 3  fou� and a hal f mi l l i on yard s  c ontained 
6 . 9 37 grains of f ine gold per yard ; but by 1 940 -4 1 , when nine teen 
and a hal f  mi l l i on were handled , the go l d  c ontent had fal l en 
t o  4 . 147 grains . 

1 
Working was ori g inal ly es t imated at £ 7 0 , 000 ; bu t bec aus e 

the area was l e f t  unt i l  the pos t -war of c os t s , 
c ould not b e  real i s ed . 
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The advantages of s everal  dredge s  working s imul t aneous ly  were : 
( i )  rat iona l i s at ion o f  overhead s , reduc ing working cos t s  p er uni t ; 
( ii )  extrac t ion o f  the maximum quant i ti e s  o f  gold whi l e  i t s  p rice  
was r i s ing and working c o s t s  were s t ab le ; ( ii i )  acce s s  to  the 
wide s t  pos s ib l e  range of grave l s , shallow ,  deep , and marginal in 
value , wi th the dredge s having more buoyant values t id ing the 
o thers over p oor patches ; and ( iv) shee r  longevity , in ext ending 
the l i fe  of the f i e ld and ensuring that working p ro fi t s  around the 
1936 -37  level would  c ont inue five or t en year s l onge r  than had 
original ly b een expec ted . 
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Ap art from air t ransportati on , the b i gges t  ob s tac le was the 
s upp ly o f  adequate e l ec tric pow�r . The two prob l ems were re lated , 
for wei gh t  l imi tation s  res tricted the typ e  and s ize o f  equipment . 
which c ould b e  import ed . The many technical and economic ques t i ons 
invo lved required a b alance between expendi ture , li fe o f  the field  
and type of  equipmen t .  

As vas t r e serves were unc overed , p ower provi s i ons had to  b e  
c ont inua l ly increas ed . The type and locat i on o f  equipment pos ed 
a fur ther prob l em ;  the arrangement s  made at Bulolo  revealed 
g l aring de ficienc ies , and new me thod s had t o  b e  d ev i s ed quickly t o  
keep up wi th dredge c on s truc ti on . 

Dur ing this period BGD bene fited from the Depr es s i on ,  buying 
e lectrical equipment at bar gain rates , and re crui t ing highly 
quali f i ed engineer s  for who s e  s ki l l s the wor ld demand was decreas ­
ing . F or e xamp l e , in 1930 - 3 1 , BGD emp l oyed F .B .  Hi s l op and 
A . A ldridge , who had b een leading hydro - e l ec tric  c onsul t ant s 
in Aus trali a  and New Zea l and r espec t ively . B o th remaine d  at 
Bulolo and p rovided c ont inuous and h i ghly e ffic i ent supervis i on 
o f  power ins tallation and operat i on . 

I n  1929  when NGG abandoned the i dea of maj or hydro , 
P lacer had acquired water r ight s  at  the s outhern end of the Bulolo  
leas e s  for its  fir s t ins tal l ation . Thi s  s i te l ay b e l ow a sharp 
drop in the r iver , and it was c lo s e  t o  the proven dredg:ing areas . 
Extens ive fl uming and t unne l l ing were nece s s ary but there was 
l i t tl e  los s o f  l ine power . I f  more had b een known ab out the 
unt e s t ed l e as e s  and the true extent o f  the Bulo l o  grave l s , o ther 
and better  s o l ut i on s  t o  the p ower prob l em migh t  h ave b een found 
ear lier . 

When the G - 3 l s  b egan operat ing , wood - fi red b o i l er s  driving c om� 
p ound engines c onnected to  a gene r ator were f lown in , and thi s  
enab led work to  proceed o n  dredge c on s truc t i on .  The bui ld ing of 
the main p ower hous e invo lved bui lding a wei r  and then a 7 , 7 00 ft  
rac e  c ons i s  of  c edar f luming , a l ong d i tch , and a t imbered 
tunnel .  Two Swedi sh Boving turb ines which provided 2 , 000 h . p . 
c ame into operat i on in March 1 9 3 2 , j us t  in t ime for the opening 
o f  No . 1 . 

7 1  



7 2  

A s  t e s t ing proc eeded at Bulowat dur ing 193 1 -3 2 ,  two mor e  Boving 
generators were ins tal led . However ,  l ine v o l t age had to  be s t epped 
up from 6 , 600 to 1 1 , 000 in order to trave l the further nine mi les  
to  Bulowat , and management rea l i s ed that the Bul olo  s t at ion woul d  
b e  inadequate . The Bul o l o  s i te was susceptible  to  b lockages c aused 
by l and s l ip s  and fal l ing t imber , so  in 19 3 1  Godden s ugge s t ed an 
add i t i onal p ower s ource in Baiune Creek where at leas t 2 , 000 kW 
c ould be p roduc ed for a frac t ion o f  the uni t  c os t a t  Bulolo  (Report 
by C arter , 29 . 2 . 19 3 2 ) . In  November 19 3 2  f loods c lo gged the Bulolo  
int ake and c aused heavy wear on the turb ine s , and Har r i s  urged 
B anks to move quickly wi th the c on s truc ti on of  a p ower s tation at 
B aiune . B anks hes i tated unt i l  he real i s ed that NGG , wh os e  l ode 
deve lopment was l agging , c ould be  induced to buy surp lus p ower . 
F al l ing prices  enab led him t o  buy equipment at only one - third o f  
the 1930  quotations . 

There was c on s iderab le argument  over what s or t  o f  equipment 
should be ins tal led at  Baiune . Turb ines had been a c onstant 
troub le , and it was f inal ly agreed to ins tal l P e l ton whe e l s , which 
were s imp ler and more ec onomical . The s t ator  (or s ta t i onary in­
duc tance c oi l )  o f  each generator wei ghed over 7 , 000 lb , and c ould 
no t b e  s ec t ionali sed becaus e fac t ory treatment was nece s s ary to 
exc lude tropical  humidity . However ,  the G- 3 ls hand l ed the e xtra 
load without d i fficulty . 

The Bul o l o  and B aiune p l ant s toge ther made ab out 8 , 000 h . p .  
avai l ab le by November 19 34 . Banks , again on h i s  own ini t i ative , 
had expanded B aiune to  four generat ing uni ts ; and the opening up 
o f  the Bul o l o  deep grave l s  showed tha t BGD would require a l l  the 
add i t i onal p ower . Powe r  was s o l d  to  NGG out o f  goo dwi l l  r ather 
than f inanc ial nec e s s ity .  BGD r e j e c t ed many reque s t s  f or power 
from other s ourc e s  for . the c omp any saw tha t  t o  s upp ly e l ec t r i c i ty 
on a pub l ic ut i l i ty b as i s  would involve insuppor tab le moral  and 
perhap s  le gal obl i gat i ons . The wi sdom o f  thi s  policy was p roved , 
for by 1940 NGG ' s  demand s o f ten exc eeded the agreement by up t o  
65 per c ent , and thus thre at ened the operation of one or more o f  
BGD ' s  dredges . ! 

I n  1938 a further high - l evel s cheme at B aiune was p lanned . The 
outbreak o f  the E urop ean war inc re as ed the need for ins tal lati on 
in order to extrac t every ounce o f  gol d  quickly fr om New Guinea . 
Any surp lus power from Baiune was to be used for ' running-down ' 
p ropos i tions s uch as  s luic ing in the Widubosh and P ine T op s  areas 
(Waterhous e t o  Ho f fman , 16 . 1 . 1941) . However , c ons t ruc t ion was 

The arrangement wi th NGG p rovided for t emp orary ove r l oad peaks 
of 25  per c ent . A fter  19 37 there was de f inite inter -dep endence ,  
for No . 6  dredge at  Wau was s upp l ied through NGG ' s p ower l ines . 



he l d  up by a o f  
BGD 9 s  p ower needs b e c ame 
and enough p ower was 
overhau l s  and c 

in res erve 
so that  one 
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With the acc e l erated growth o f  gold a t  the t ime , even 
the c ommi s s ioning o f  two P e l t on wheel s  and at  
Upper B aiune d i d  no t ease the p ower c r i s i s  When the P ac i fi c  war 
broke out BGD was ac t ive ly p yet a thi rd p ower s t ation at 
B aiune ( invo lving the trans fer of  s ome of the in 
order to p romo t e  and s afeguard peak operati ons . 

The per i odic de ficienc ies  in power were c au s ed by the unexp ected 
extent of  gravel res erve s , by the pres sure s  resul ting from the out ­
b re ak o f  war , and by NGG ' s demands .  I t  was an achievement that the 
ratio  o f  inves tment i n  hydro-elec t r ic equipment t o  t o t a l  fixed 
as s e t s  s te adi ly dec lined , while  produc tion was b oos ted to 

l ev e l s  undreamed o f  i n  19 3 1 . 



Chap ter 11 

Unt i l  1935  there had been general s at i s fac t ion with ai r t rans ­
por t . The early years were the t e s t ing period , for the b ulk o f  
c ap i tali s at ion occurred i n  the firs t  two or three y ears . £ 12 , 600 
was s p.ent on the aerodrome s at Bulolo and Bulwa , the cos t  of the 
three G - 3 l s  was approximate ly f. 8 5 , 000 , and ins ta ll a t ions at Lae 
c os t  £43 , 000 . B anks ( 1932 : 630)  c l aimed the entire  out l ay had 
been met as  dredge s had begun op erati on a year or two ear lier 
than otherwi s e  pos s ib l e . Over the fi� s t  2 , 500 t ons o f  c argo he 
e s t imated the s avings on air ver s us road t ransport a t i on ( al lowing 
for the original c ap i tal  out lays ) as $438 , 000 or 3 6 . 5  per cent , 
and thi s  he fe l t  j us t i f ied c ontinued re l i ance on ai r transp ort . 

An aura had grown up about air transport a t ion , and thi s made 
it  very d i fficult  for the proponen t s  o f  a road t o  fit  in a rat ional 
word . By 19 34 , when air freight c o s t s  had d ropp ed t o  threepence 
per pound , even independent ob s ervers s topped  p re s s i ng the Admini s -
t ration for a road . The edi tor o f  (June 
1 9 34 )  c alculated that even i gnoring by road 
c ould  not c o s t  l e s s than that . 

There was widespread agreement that air t ransportat ion had 
permanently s olved the t ranspor t p rob lem .  I n  the f i r s t  s even 
years of aircraft operation in New Guinea - inc lud in g  the ' lean ' 
years wi th tiny Mo ths - 28 , 000 f l i ghts  had b een made , more than 
two mi l l ion mi les  had b een flown and 2 5 , 000 p as s engers  and 2 1 , 000 
short t ons of c argo had b een c arried . In every resp ec t thi s  
c ons t i tuted a wor ld record . Tho se  a s s oc iated  wi th i t  had reasons 
for being s anguine . 

Neverthele s s , other intere s t s  inc lud ing s ome le s s  succe s s ful 
mining concerns , depend ed for thei r  s urvival on reduced transp or t  
c o s t s  and revived the r o a d  p ropos a l s . The Admin i s t ra t i on f e l t  in 
1 9 34 that a road might b e  bui l t  for £ 100 , 000 and c ould dras t ic a l l y  
reduce l iv ing c os t s  on the gold f i e lds . Airways represen tat ives 
fe l t  that the money would be  bet ter spent in sub s id i s ing the air  
c ompani e s , and determined to  s t op further exp endi ture on road 
s urveys or works . 

C omp e t i t ion and c ond i t i ons  in the gold fi e l d s  forced operators 
t o  reduce  pro f i t  margins . I n  1933  Guinea Ai rways had to  draw on 
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res erves t o  maintain i t s  20 per cent d ividend , and s ome o f  the 
smal l op erators were c arrying goods f or as l i t t l e  a s  one and 
s even p enc e per  p ound . Airways f e l t  that only roved 
e f fic iency and would enab le  s ervi ces  t o  b e  main-
t ained at  an economic  level o f  freight charge s , and sugge s ted 
to  the Admini s trati on that the exi s t ing air operator s 
be  merged . Duscus s i on c ont inued for s ome months and in  February 
19 3 6  a spe c ial  mee t ing o f  the New Guinea Legi s l at ive C ounc i l  was 
c onvened . Even tua l ly , for reas ons wh ich are s t i l l  not c le ar , 
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the idea fe l l  through . BGD ' s  at t itud e  was a ffec t ed by the arrange ­
ment with Guinea Airways ; indeed , Waterhous e  was now a d i rec tor  
on Airways ' B oard , ' to as s i s t  in furthering the smooth running of  
affai r s  b e tween the two c omp ani es ' (Banks 1937 : 807 ) . B o th c om­
p ani es  we re d ed i c ated to air transport , though thi s  was s een in 
many quar ters  as reac t ionary , s e l f i sh , and inimic a l  t o  the b ro ad 
intere s t s  o f  the f i e l d . 

NGG s aw only  that freight  r ates  were b e ing brough t d own through 
c omp e t i t i on , and i ts s upport o f  inc reased c omp e t i t i on was unc ond i ­
t ional . B laikie Web s ter of  NGG wrote t o  B anks in June 19 3 6  that 
their two c omp ani e s  should c o - op erate in f i ght ing the air  mer ger 
s cheme . B anks s aw the imp l icat ions o f  a s t and on e i ther s id e  and 
was non-commi t t al . Moreover , as BGD r an i t s  own p l ane s , and the 
only ' out s ide ' c os t s  wer e  the management fee s from Airways , BGD 
had l i t t le t o  gain from becoming embroi led . I 

With the failure o f  the mer ger propos als , c ondi tions  remained 
d i f ficul t for the t ransp ort c omp anies ,  e spec ially Guinea Airways . 
The average fre igh t  rate charged by the c ompany fe l l  t o  1 . 94 p ence 
p er pound in 1938 . The gro s s  revenue , per t on and per p er s on 
c arried , reached an al l - t ime l ow ( £ 1 1  and £ 7 . 12 . 0 respec t ive ly 
c omp ared to the c orre sp ond ing 1930 figures of £ 7 6 . 14 . 0  and £ 35 . 10 . 0 ) . 
Air transportation , as then organi sed , had been forced t o  i t s  
economic l imi t . 

Becaus e the sys t em had proved h i ghly re l iab l e  BGD c ont inued t o  
s tre s s  i ts advant age s ,  in p ar t icular i t s p red ic t ab i l i ty . D evel op ­
ments t o  1937  s upp orted Banks ' view that air transpor t showed an 
overal l c ap i t a l  s aving over road t ransp or t . 

The three G -3 ls had c arr ied 17 , 255  shor t t o�s for the c omp any 
( to 1 December 1 9 3 6 ) , nothing had been l os t , and there had b een 
no s er i ous mi shap s . B anks ( 1937 : 807 ) f e l t  it inc onc eivab le that 
thi s  t onnage c ould have been t rucked over a mountainous trop ic al 
road wi thout acc id ents  t o  personne l or l o s s  o f  equipment . 

1 Web s ter to  B anks , 2 2 . 6 . 19 3 6 , B anks t o  Web s ter , 3 . 7 . 19 3 6 . 
Web s ter c laimed that NGG had ' succ es s fu l ly fought ' an air 
monop o ly 



Tab l e  2 

Year 
Tonnage P as senger s  D ividend revenue revenue 

1929  434 8 69 44 , 00 6  6 , 22 6  10 , 898 20 4 , 000 10 . 6 1  
1930 949 2 ,047 7 2 , 7 5 6  3 1 , 5 67  3 1 , 5 68 40 8 , 000 8 . 28 
19 3 1  1 ,  146 1 , 9 9 5  6 7 , 9 22 2 2  , 07 7  2 2 , 0 7 7  40 20 , 000 6 . 50 
19 3 2  3 , 947  1 , 607 9 5 , 6 19 28 , 72 5  28 , 72 5  22 . 5  1 6 , 8 7 5 5 . 9 1  
1933 3 , 980  3 , 8 5 6  7 7  , 69 5  13 , 05 3  1 3 , 05 3  2 0  1 5 , 000 4 . 3 1 
1934 6 , 044 7 , 3 9 8  1 1 1 , 203 30 , 202 30 , 20 2  2 0  1 5 , 000 4 . 1 2 
1935  6 , 102 9 , 7 2 1  1 14 ,465  20 , 8 18 20 , 8 18 20 1 5 , 00 0  3 . 3 6 
1 9 3 6  6 ,47 6 12 , 13 7  137 , 7 29 25 , 8 7 6  2 5 , 8 7 6 20  1 5 , 000 2 . 90 
1937  6 , 7 0 5  l L , 8 69 9 6 ' 134 13 ,887  13 , 887  1 7 . 5  1 3  , 37 5  2 . 49 
19 38  8 ,408 1 2 , 120 9 2 ,45 1 10 , 89 5  10 , 89 5  7 3 , 267 1. 94 
1939 8 , 804 1 1 , 62 6  102 , 57 6  1 7  , 0 20 1 6 , 265  5 7 9 , 600 2 . 07 
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The cos t t o  BGD decreased from £ 18 . 4 . 0  p er short t on in 1932  to  
£ 12 . 9 . 8  in 19 3 6  due t o  d ecrease s  in the insuranc e rate 
on proven , and Airway s ' fee , devaluat i on 
per c ent Aus t ra l i an p ound in relati on t o  the do l lar , and 
an increas e in t onnage . B anks ( 19 3 7 : 808 c onf ident that at  
leas t two o f  the s e  fac t ors c ould decrease  and 
reduc t i on t o  at  leas t £ 10 . 5 . 0 p er short  t on .  

S ec t ionali s  was an addit i onal expens e wi th air 
B anks c laimed in 1937 that the t ime fac t or in as s emb 

, but 

machinery and commenc ing dredging was even mor e  important than had 
b een a l l owed in  1 9 3 1 -3 2 . He fe lt  sure that at  l eas t two years 
wor king had b e en gained by us ing aircraf t . The cash returns in 
tho s e  two year s had exceeded exp ec tat ion s ; and B anks calculated 
that the inter e s t  acc ruing over that period , at only 3 p er c ent 
would s ti l l  amount  t o  three mi l li on dol lar s . In addi t i on , he 
fe l t  that the di fficul t ies  and cos t o f  r oad ma intenance had b een 
underes t imated . In 1938  Banks was awarded the gold medal  of the 
Mining and Me t a l l urgical  S oc iety o f  Amer ica for the app l i cat i on o f  
aviation t o  mining in  remo te areas . 

By 1937 - 3 8  the advant age s  o f  aircraft wer e  b eing reapprai s ed in 
many quart ers . The aerop l ane c ould not sus t ain agri cu l tural or 
o ther indus t r i e s , and at tention was rap id ly swinging to thi s  kind 
o f  s e t t l ement . An art ic le on rural  deve l opment in New Guinea 
s tres s ed the p otent i a l i t i es of the Markham-Wau nexus for cat t l e , 
t imber and general farming (A . F . K .  19 38 : 38) . The high l and p ioneer 
Leahy had t aken up l and at Zenag , j us t  north of Bulol o , and the 
opening up of the high l ands , wh ich presupp o s ed s imi l ar t ransport 
p rob l ems p r omot ed a change in out l ook towards Bulolo . 

The re - s i ting o f  New Guinea ' s  admini s trative c entre , after the 
vol c anic erup t ion in Rabaul in 1937  brought  the p rob l em o f  road 
c ommunicat i ons into focus . For twe lve months respec -
t ive meri t s  o f  S a l amaua and Lae for the new c ap i tal  were argued . 
In both c a s e s  the e arly  c ons truc t ion o f  a road t o  Wau was acc ep t ed 
as an integral p ar t  o f  the p l an .  I n  July 1 9 38 the Federal P ar l i a ­
ment p as s ed t h e  New Guinea Loan Guarantee Ac t ,  i n  order t o  rai s e  
£ 15 0 , 000 , the e s t imat ed c ons truc tion c o s t  o f  such a road . I t  was 
prop o s ed that a t o l l  b e  levied on road users , t o  r ep ay the loan . 

Neverthe les s , s e c t i ons o f  the mining c ommuni ty at Wau remained 
s c ep t ic a l . They had h ad l ong experience in s eeing res olut i ons 
sub s tit ut ed for act ion , and in Apri l 1938 the New Guinea Mining 
A s s oc iat i on was formed t o  represen t  the smal ler c oncerns , the 
indivi dual miner s , and thos e  wishing to promot e  
s e t t lement . L ar ge c omp anies were exc lud ed . The As s oc i ation 
quickly e s t ab l i sh ed l iai s on wi th the Re turned S o ldier s ' League , 
the P l anters As s o c i at i on , the C i t izens ' Association i n  Rabaul  and 
o ther group s  13 . 5 . 1938) . The ob j ec t  o f  the 
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Mining As sociation was t o  force down c os t s  s o  that l ower grade ores 
c ould be profi tab ly worked , and the l i fe of the fie l ds extended . 

The mining warden at Wau , Feldt , wrote in 1938  that the area  
would be  deserted within t en years if  no  road were bui l t . Wi th a 
road the cos t o f  freight and indent ured l ab our would be  reduc ed , 
making i t  feas ib l e  to  exp lo i t  p oorer ores at  Edie  C reek . The 
res erves might  thus be  worked a further f ive years , and s er ious 
agricultural and fores try deve lopment woul d  be made p o s s ib le . l 

A report  p rep ared by the warden , the Government geo l ogi s t ,  and 
the inspec tor o f  mine s , emphas i s ed that ' vas t ' d epos i ts o f  marginal 
value would be  workab le if cos t s  were reduced . 

Thi s  argument appealed t o  the mining group s . The former mining 
warden , H .  Taylour , then chairman o f  a sma l l  c ompany , had c on s i s ­
tent ly advocated the c ons truc t i on of  a road ; NGG too , became 
ac t ive ly c oncerned in the c amp ai gn for a road . A member o f  the 
Aus tralian C ab ine t , S ena tor Fo l l , was one of NGG ' s  d i rec tors , and 
he used h i s  inf luence t o  hurry on the idea . 

There were further p rob l ems , however .  Tho s e  wh o  had no direc t 
intere s t  in the road susp ec t ed that  they might be  asked t o  p ay t ax 
t o  finance i t  and freedom from t axat ion was one o f  the maj or b ene ­
fi t s  o f  l iving in the c ount ry . The s e  p eop le were c l early not 
c onvinced that the loan money would be adequat e ,  as the Mining 
As s oc iation c laimed . 2 

By the end o f  1 9 38 r i fts  became open on the gold f i e ld s , c ounter­
pres sures and c onfus i on aro s e  in Aus tralia  and the Mini s ter  
respons ib le  for the T err i tory , W . M .  Hughe s , c lung t o  the i dea o f  
S alamaua as the new c ap i tal , despi te the recommendation of  Lae by 
an expert  c ommi ttee . Moreover , par l i amentary deb at e  on the road 
had been desul t ory , and gave promi s e  o f  further de l ay . The Mining 
As s oc i at ion began to h int darkly o f  c o l lus i on be tween the air 
c omp anies and c e r t ain p o l i t ic ians , inc luding J .V .  Fairbairn , who 
b ecame Mini s ter for C ivi l Aviat i on short ly afterward s  (Rabaul 
T imes , 9 . 1 2 . 19 38 ) . 

Thes e  argument s  and c ounter-argument s created the feel ing , both 
in Aus tralia  and in New Guinea , that more care ful  c ons iderat i on 
was needed be fore a dec i s ion was mad e . Thi s  at t i tud e  was shared 
by Banks and Airways . 

BGD avoided direc t p ar t i c ip at ion in thi s  c ontroversy . The 
c ap i tal they had t i ed up in air transp or tat i on was b e s t  ltquidated 

Report in Nat ional Archive s , A . D .  834/ 2 . 
2 

S ee Rab aul T imes ed itorial , 1 2 . 8 . 19 38 . I t  was c l aimed in Par l i a -
ment tha t £ 150 , 000 would be  t o t al ly inadequate - H .  o f  R .  Deb ate s , 
2 2 . 1 1 . 1938 , V o l . 15 8 : 1808 -9 . 



in us e rather than , and 
not critical  a s  far as the dredg ing or s 
was c oncerned . As  the c ompany s aw i t , the was to ext rac t 
a l l  the go ld acc es s ib le ; the dec i s i on had 
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b een t aken t o  leave t en mi l l ion undisturbed . 
o f  cos t s  and extens i on of res erve s there fore d id 

not s eem s uf fic ient t o  warrant a new gamb le ove r  
But BGD ' s  d ominanc e o f  the f i e ld and re l i ance o n  a i r  
meant that B anks c ould n o t  a f ford t o  give t h e  app earance o f  ob s t ruc t ­
ing whi ch the smal l er concerns vi ewed as v i t al to s urvival . 

The o f fi c i a l  c ommi ttee  on the f ie ld whi ch advocated the c onstruc ­
t i on o f  a r oad in 1 9 38 us ed BGD ' s  No . 5  d redge a s  an argument for 
the l owering o f  cos t s . I t  was c laimed that the d emand s o f  s e c t i on­
al i s ing made the d redge too  l i ght  for the j ob ,  and tha t  i t  had b een 
ab le to wor k , unec onomical ly , to only 40 feet of i t s  80 foot 
c ap ac i ty .  The argument was uns ound , however , b ec ause  al though 
thi s  was s o  at the t ime , by the end o f  1 9 38 the dredge had b een 
d i gging for more than three months at an ave rage dep th of 90 feet 
for more than 9 0  c ent of total d igging t ime . 

The air versus r oad argument continued unt i l  the Jap ane s e  inva­
s ion . I n  the Aus tral ian P ar li ament in 1940 i t  was imp lied that 
the air c omp ani e s  were re sp ons ib le for the fai l ure to get on with 
the r oad . l We l l s  want ed to retaliate that Airways did not oppose  
the idea  o f  a road , but  that they d id oppo s e  the expendi ture of  
pub l i s  money on  the routes whi ch had b een prop o s ed ( over the 
mountains from S al amaua) . He was res traine d  with d i f ficulty by 
Waterhous e ,  who real i s ed that pub l ic s tatement s woul d  be c ons trued 
as general  opp os i t ion . L ike B anks , Waterhouse was c onvinced tha t  
a road would b e  a luxury , made in advance by 
the use  of the aerop l ane , and economi c a l ly suspec t in view o f  the 
e s t imated short  l i fe of the fie ld (Waterhous e to We l l s , 18 . 4 . 1940 ) . 

BGD c ontinued t o  d emons trate the r e l i ab i l i ty o f  air  transporta­
t i on .  By 1937  the t o tal c o s t  o f  c arrying a shor t t on from the 
ship at Lae to Bul o l o  had fal l en to $ 50 , and to $ 35 by 1940 , and 
was s t i l l  fal l ing ; in the latter  year Airways management  fee was 
only £ 1  p e r  sho r t  t on , c omp ared wi th the £4 fee agreed on 
a l ly in 1 9 3 2 . B y  January 1942 , when operat i ons ceased , 40 , 259 
short t on s  o f  equipment and s upp lies  had been f l own in t o  Bulolo  
and Wau for BGD , al l but  842 t ons o f  thi s  b e ing c ar r ied in  the 
c ompany ' s  own G - 3 l s . There had b een no s er ious mi shap s and no 
los s e s  of any kind , an a s t oni shing achievement at that t ime . 

H .  o f  R .  D eb ate s , 3 0 . 5 . 1940 , Vol . 1 6 3 : 1598 - 9 . Routes  were s t i l l  
s ugge s ted and e . g .  that v i a  the Bui s aval 

River , c ommended by 1 5 . 2 . 194 1 )  
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On t h e  o ther h and , a l l B anks ' argument s r e lated t o  the b oom 
years , when co s t s were decreas ing , whi le the price o f  gold was 

and BGD was a t  a peak . Had the war not int e r -
vened , shareho lde r s  mi ght have c ome to regre t an exc lus ive 
r e l iance on air t r anspor t . I t  i s  probab l e  that had BGD supp orted 
the road p ropos a l  in 1938 , there would not have b e en t h e  s ame 
p roc r as t inat ion . 
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In attempt ing t o  deal  wi th l abour condi ti ons on the  go ldfield s , 
the New Guinea Admini s t rat i on had b e fo re i t  the s ad examp l e  o f  the 
Lakekamu gold f i e ld , b oth be fore and a fter World War I .  There , 
o f f ic ial  c ontrol had been inadequate , and miner s had arrived penni ­
l e s s , wi th l i t t le p rospect o f  s upport ing themse lves or  even o f  
paying their  l ab our . S ome s t arved ; the death t o l l  was hi gh . 

The New Guinea Admini s tr at i on t ried t o  c ontrol  the inf l ux o f  
Europeans , mainly b y  demanding cash s uret ie s . They l ai d  d own more 
de finite  and r igidly p o l i c ed s t andards for indentured natives ; 
thes e  c overed recruitment , equipp ing , acc ommodati on , p ay and 
repat riat ion . 

The d i f f iculty o f  recrui t ing enough workers  t o  keep p ac e  wi th 
the phenomenal exp ans i on o f  the go ld field s  impos ed more l imi tations 
than l ab our regul ations . New Guinea has a very s c at ter ed p opula­
t ion and there were few ec onomic or o ther pre s sur es  on them t o  
leave home . A s  a resul t , c omp anie s had t o  b ui l d  up a good reput a­
t i on amongs t  native lab our in order to maintain a s teady s upp ly , 
and to  induc e  workers  t o  re-engage . 

Thi s  was e sp ec i a l ly s o  in the late 19 20s and ear ly 1930s , when 
mos t  mining was c oncentrated at Edie Creek: the c o l d  was int ens e , 
mos t  r egul ar native foods were unavai l ab le , and i t  was d i f ficul t 
for the Admini s trat i on to  ins i s t  on adequate hygiene . The death 
rate in the Morobe D i s trict  was extraordinarily h i gh :  it was 
c ons idered an in 19 33 when the rate 1 to 3 . 0 per 
c ent , though this  was almos t doub l e  the average f or the whole  o f  
P apua-New Guinea . By that t ime more than 6 , 000 nat ives were 

1 emp loyed on the ; BGD alone emp loyed more than 1 , 300 

a l l  

1 9 3 2 - 3 3 : 64-5 ; Eckert  19 37 : 47 3 . The 
was endemic dys entery - 1 2 . S  per 

8 1  
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Dur ing the 19 30s  the pres sure for l abour eased s li gh t ly as 
further areas were opened up . BGD emp l oyed i t s  own rec rui ters , 
who had a launch for operat ing up the S ep ik , where p oor c ond i t ions 
made the peop l e  more sus c ep t ib l e  to  inducements . 

Workers  were usua l ly engaged under the indenture sys tem ;  for a 
number o f  reas ons , part icularly unreliab i l i ty , emp l oyer s  shied 
away from casual c ont rac t ing , though thi s  was provided for under 
the Nat ive Lab our Ordinance . In  1 9 3 2  indenture s wer e  extended 
from two to three year s , fo l lowing the recommendat i on of C ommi s ­
s ioner Duns t an (who s t ated i n  19 3 1  that  nat ive l ab our was b eing 
c oddled) . Under the c ond i tions whi ch emp loyers ob s e rved and o ft en 
exceeded the three year t erm was reas onab l e , for raw vil lagers 
speaking a mul t ip l ic i ty o f  languages spent up t o  twe lve months 
adj us t ing to  the new s urroundings be fore they began t o  work 
e ffic i ent ly . But i t  was l e s s  than fair to  nat ive fami l i e s  and 
c ommuni t i e s . 

C ontro l s  were r i gorous . A r ecrui ter had to give s ecur i ty for 
the ob servance of  the Nat ive Labour Ordinanc e , and , i f  recrui ting 
for a c ompany , he had t o  b e  authori s ed by l i c ence to ac t as  i t s  
agent . A t  the b eginning and end of the indenture p eriod recrui t s  
had to  b e  pas s ed by a n  Admini s trat i on medical  o f fic ial ; whi le spot 
checks by o ther o ffic ial s were author i s ed by the Labour Ordinanc e 
t o  s ee that the spec i f ied hous ing , food and medical  treatmen t  were 
being provided . 

At the end o f  a c ontrac t worker s  had to  b e  p aid o f f  in the 
presence of the D i s tr i c t  O f ficer or h i s  repres entat ive , and they 
had to spend a few months at home be fore being a l l owed to r e - engage . 
The wages for adu l t  mal e  l abourers in the 1930s  ranged from f ive 
t o  ten shi l lings a month : the sum was smal l ,  but everything e l s e  
was prov ided , whi l e  the use  o f  money and the ab i li ty t o  b uy goods 
at a t r ade s tore was a nove l ty to many rec rui ts , who were often 
more att ract ed by the experience rather than by the ab i l i ty t o  
purchas e c ash good s . BGD ' s  management was at  t imes puz z led and 
c oncerned at  workers  who spent their  meagre earnings on aerop l ane 
rides  over the go ldfield s . 

I t  i s  e as y  to raise  the cry of exploi tat ion when c ons idering 
nat ive wage s . Many o f  the emp l oyer s in the ear ly s t ages o f  
Morobe were sma l l  men who had to  s truggle t o  r ai se wage s ; and th e 
wages b i l l  was a maj or i tem for mo s t  o f  the comp anie s  in the pre­
produc t ive phas e . It  i s  true that in  the mos t  p roduc t ive ye ars 
l abourers c ould  have b een paid more , but thi s  argument rai s e s  a 
number o f  point s : firs t , should supp ly and demand operate as  the 
determinant o f  wage p o l icy ? How is wage pol icy to be determined 
and c ontro l led in a c o l onial s ituat i on , where many b a s i c  govern­
mental ins t i tut i ons are only rudimentary ? I s  i t  real i s t ic to j udge 
a c o lony of thir ty years ago by concep t s  s ti l l  evo lving in many o f  
the indus trial i s ed nat i ons o f  the We s t ?  ( S e e  Woot t on 19 62 . )  



There are no s at i s  answers to  the s e  que s t i on s  
the 1930s there were c r i t i c s  of the indenture an Ameri c an 
who vi s i t ed th e c laimed that i t  a form o f  
s lavery (B al lock 19 3 2 ) . B u t  c ondi tions in New Guinea were such 
that wi thout the indenture sys tem ,  deve lopment would have b een 
serious 

C r i t i c i sm o f  c ond i tions was more the s ame 

83  

American c r i tic  c omp lained that na t ive s l acked adequat e  warmth and 
acc ormnodati on , and in the Wau-Edie area thi s was t rue . For in-
s t ance , four or five b l anket s  were e s s ential  for warmth at , 
but the s t atut ory i s s ue for natives over 3 , 000 feet was only two 
per  year (T ayl our and Mor ley 1 9 33 : 20 ,  44) . 

However ,  s uch prob l ems were exc ep t ional in  New Guinea . The 
remo tene s s  o f  the f i e ld and l ab our s carc i ty avo id ed the acute 
prob l ems c aused in the urb an mining areas of Afr i c a  by pools  of 
unemp loyed , detrib al i s ed paup ers . Aus tra l i ans  p rided themse lves 
on thei r  s tandards o f  p aternal i sm ,  and s urvei l l ance o f  l abour 
mat ters  was s t re s s ed . 

On the o ther hand s ome emp loyers  did only wha t  they were c om-
to  do , and s ome l e f t  nat ive labou r  to per form al l operat i ons 

and did nothing thems e lve s : C onnni s s ioner Dun s t an in 19 3 1  comp l ained 
of teams o f  l ab ourers  being al lowed t o  work ent i re ly unsup ervi s ed . 

BGD was more  progres s ive in l ab our mat ter s . The c ompany was 
fortunate in that Bulolo  i s  a p leas an t , warm val ley under 2 , 5 00 ft 
in alt i tude , while many o f  NGG ' s phys i c al probl ems were c aus ed by 
higher al titude s . Moreover , whi l e  NGG ' s  work was large ly under­
ground , BGD ' s  was in  the open . The s e  rea s ons a l one enhanced BGD ' s  
reputation :  Reed that in 19 38 ' there was univer s al agree­
ment among the S ep ik nat ives that B ulolo was a f ine p lace to work ' . 

The acconnnodat i on and amenities  that BGD for native 
lab our s urp as s ed anything e l s e  in the c ountry , g overnment or 
p r ivate . In 19 3 1  a permanent nat ive hospital was e rec ted at Bulolo . 
This and the European hospi tal with a modern pathol ogical lab ora­
t ory were s upervis ed by  Dr  C ar l  Gunther . BGD ' s  ho s p i t al s y s t em 
was a mode l  for the t ime , wi th the resul t that the morb idi ty rate 
at Bul o l o  in 19 35  was only 1 . 8 per cent c ompared wi th 4 . 3  per c ent 
at NGG 

BGD aimed t o  create a c ontented c onnnunity o f  indentured workers . 
E xt ens ive recreational fac i liti es  were provided , s port s teams were 

fie l d s  and equipment , and to s ome extent nat ive workers wer e  
encouraged t o  p l ant the i r  own p lot s o f  ground . The s e  re -
pres ented an at·temp t t o  ret ain e lement s  o f  the fami l i ar vill age 
atmosphere , and t o  b lend them wi th tho s e  o f  a wider c onnnuni ty . 
Hous ing re f l ec ted a s imi l ar app roach : BGD ec ted the l arge , im-

b arr acks of the p lant ation compound s , and bui l t  
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ins tead a number of sma l l  hut s  holding two to four workers each . 
Ins t ead o f  a c ommunal mes s ,  rati ons were i s s ued  individua l ly , s o  
that the nat ives were free to  do  their own cooking in l i t t le group s  
o f  friends and wantoks (peop le speaking the s ame l anguage ) . Fol l ow­
ing b o th government p o l icy and its own inc l inat i ons , BGD encouraged 
men to bring the i r  fami l i es , but i t s  e ffort s  were not succe s s ful and 
the number o f  native men acc ompanied by thei r  wives never exc eeded 
1 . 5  per cent o f  the work force . Acc ord ing to  nat ive c us t om ,  men 
faced unusual s i tuat i ons a l one - a legacy from the days o f  war fare -
and , too , the men were re luc tant  to  p lace the i r  womenfolk in the 
mi d s t  of l ar ge numbers  of o ther men ove r  whom they had no s oc ial 
c ontrol . Moreover , the need for each nat ive fami ly t o  maintain 
i t s  p lace and i t s  righ t s  in the vi l lage was met by the women . 

Throughout the 19 30s  i t  became incre as ingly d i fficult  t o  attrac t  
fami l i e s , f o r  nat ive s  t ended t o  work under indenture marr i age , 
and thi s  meant that prop ort i onate ly more s ingl e  men were engaged as 
t ime went on . 

D i sc ip l ine and working c ondit i on s  for the native l ab our force 
wer e  care ful ly wat ched by the mining warden s ; indeed , na t ives wer e  
even more p rotec ted than Europ ean emp loyees ,  in that t h e  E uropean 
in charge was he l d  respons ib l e  for any acc ident to a nat ive . How­
ever , i t  was not unt i l  19 3 6  that a c omprehens ive Mines and Works 
Re gulat ions Ord inance c ame into e ffec t . l Thi s  was b as ed on a 
Queens land s t atute , but protec t ive p rovis i ons for natives were 
added . Thes e ,  too , s e em to have been p ol i c ed more rigidly than 
thos e re l at ing to Europeans , who were held respons ible for their 
own c onduc t . C onvic t i ons o f  Europeans for inadequat e s uperv i s ion 
o f  natives were no t uncommon . In 1937 a Europ ean s upervis o r  was 
arr aigned for mans l aughter because o f  the acc idental  death of a 
nat ive employee and in the s ame year BGD was s t rong ly c ens ured for 
allowing native s  without adequate s up ervis i on to p aint a building 
ho ld ing a trans former . 

BGD had long unders t ood the economic dis advantages o f  p oor 
working s up ervis i on and p oor living c ondit i ons . Reed ( 1943 : 222 -6) , 
an American s oc io logi s t who might have been exp ec ted t o  take a 
highly c r it ical at t itude toward s a c o l onial emp l oye r , p rai s ed the 
c ompany ' s  treatment  of i t s  nat ive l aboure r s . 

At t i tude s  t owards nat ive d i s c ip l ine , however , reflec t ed c o l onial 
at titudes typ ical o f  the t ime . Under  the Nat ive Labour Ordinance , 
c orporal punishment o f  l aboure rs  was forb idden . Even government 
o ffic ials , however , c ons idered nat ives  had a ' poor ment a l i ty ' ,  s o  
th at a knowledge o f  ' nat ive p sycho logy ' , a l l ied with ' firm treat ­
men t ' ,  was c onsidered ne c e s s ary (Taylour and Mor l ey 19 3 3 : 3 8 -40) . 

Ordinance No . 2 1/ 1 9 3 5 , operat ive 6 . 4 . 19 3 6 . 



Among emp l oyer s the occ asional cuff admini s t ered to  ' di fficul t ' 
nat ives was app roved ( see Reed 1943 : 17 7 ) . 
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Exc e l l ent c ondi t i ons were al s o  provided for E urop eans on the 
Bulo l o  field . In thos e dep re s s ion day s  BGD c ould have ob tained 
men p repared to work under almos t any c ond i t ions . Unl ike some 
o ther c omp ani es in the Morobe area , BGD recrui ted good qua l i ty 
men by providing good fac i l i ti e s  and by showing c oncern for thei r  
we lfare . Around 19 39 -40 , when the cons truc tion phas e was coming 
to a c lo s e , about 350  Europeans were emp loyed at Bulolo . Roughly 
one -third of these  had the ir  wives and fami l ies on the field . 
P rovid ing hous ing and we l fare for thi s  c onnnunity , as we l l  as 1 , 300 
na tives wa s  a s er ious prob lem . Neverthe l e s s , the emp l oyee s  l ived 
more c omfortab ly , and wi th more varied out le t s for rec reation , 
than they woul d  have d one in Aus tral ian sub urb i a . The coherence 
and camaraderie o f  the c onnnuni ty were a p r ime att r ac ti on , and 
many men , d e sp i te  their  two -year c ontrac t s , came to regard Bulolo 
as  home . 

Mos t  emp l oyees  l ived in the main area a t  Bul o lo , for the extreme 
c oncentr at i on o f  gravel s  in  the smal l val ley enab led them to travel 
daily t o  the j ob .  There were sma ll er c amp s for crews engaged in 
dredge and p ower hous e c ons truc t ion , at Wau , Bulowat , Baiune , and 
one or two o ther p lace s  for a t ime . Marr i ed men c ould rent at l ow 
rates we l l -de s igned , furni shed c omp any hous e s . When a shortage 
aro s e  in the mid 1930s , men who de s i red to bui l d  the i r own in 
the ir spar e  t ime were  prov ided wi th mat er i a l s , as  c ompany houses  
were a l l oc ated acc ording to '  the date  o f  engagement . S ing le men 
were acc ommodated in b l ocks o �  three -bedroom uni t s , each with i t s  
lounge -ver andah and shower room .  

L iving c o s t s  a t  Bulolo  were  high ; c ons equen t ly the c omp any t ried 
t o  cont ro l the s upp ly and prices  o f  al l c ommod i t ie s , e spec ial ly 
food . In 19 3 2 -3 3  agr icul tural l eas e s  were  acquired , b�t , though 
the c ompany tried to  grow both European and native vege t ab le s  and 
frui t s  the s oil at Bulol o  proved t o  b e  l ow-yie l d ing . Marr ied men 
c ul tivated p lo t s  at t ached t o  the i r  bungalows , and with intens ive 
work managed to produc e  mo s t  types of veget ab le s . 

A l arge re fr i gerat ion house was bui l t  at  the main camp as s oon 
as p ower from the Bulolo  power s t at i on became avail ab l e , and l at er 
smal ler uni t s  for the s torage o f  perishab le s  were i'J."ls t al led at  the 
o ther c amp s . Frozen meat was impor t ed from Aus tralia  unt i l  the 
late  1930s , when BGD f l ew a smal l herd of c at t le into Bulolo . A 
p iggery was added in 194 1 . The c ompany al s o  maintaine

.
d p oul t ry . 

A general s t ore was s e t  up t o  check exc e s s ive ret ai ling and 
importing margins , as a s ervice rather than a pro fi t -making venture . 
Moreover , the l arge i s l and t r ading f irm o f  Burns Phi lp was en­
c ouraged t o  open a b ranch s tore on c ompany l and nearby , and thi s  

b oth var ie and 
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The temp erature a t  Bulolo (range 55°-87 °)  and moderate r ainfall  
( 7 5  inches p . a . )  made the val l ey ideal for  sport : at the t ime o f  
the Japanes e  invas i on in 1942 there were four tenni s c our t s , three 
swimming pool s , a s ix rink b owl ing green , two gol f  c ours e s , a 600 
yard ri fle range , and a c oncrete cricket p i tch avai l ab le t o  
emp loyees . In  add i t i on , the c ompany had bui l t  four recreat ion 
hal l s , wi th fac i l it ie s  for b i l l iard s  and tab le tenni s and a 
l ib rary , and a c inema equipped wi th the l at e s t  proj e c t or s  and 
s c reening the lates t f i lms (Dunkin n . d . : 13 ) . 

At the p eak o f  emp loyment ther e  were about ninety chi ldren at 
B ulo lo . The Admin i s tra t i on took l i t t l e  direc t re spons ib i l i ty for 
educat ion , s o  i n  1 940 BGD b ui l t  a primary schoo l , which was handed 
over t o  t h e  government . I n  194 1 over thi rty chi ldren aged 5 - 14 
attended the scho o l , which was c ontrol led by one o f  the emp loyee s ' 
wive s , a qual i f ied t eacher . Mos t  o f  the o lder children went t o  
school i n  Aus tra l i a . 

In thi s  way B ul o l o  became a s e t t led and harmonious c ommunity . 
There was , however ,  a ri gid d ivis i on on rac ial l ine s . Living 
areas and ameni t i e s  were , and s t i l l  are , qui te s eparat e . Con­
t emp orary at t i tude s , and the great d i s s imi larity o f  b ackground 
and cul ture mad e  c ontac t d i f ficul t . 

Pos s ib ly more e ffor t c ould have b een made to  brid ge the occup a ­
tional gul f . The gene ral ly p o o r  op ini on o f  native c ap ac i t ies  meant 
that work d emanding any degree o f  s ki l l  or  j udgement was d one by 
Europeans ; gangs o f  native s  worked at heavy l abouring j ob s  under 
Europ eans who h ad no c oncep t of inter -rac ial j ob mob i l ity , nor o f  
equipp ing nat ives wi th s ki l l s . S uch ideas d i d  not occur unt i l  the 
pos t -war year s (Reed 1943 : 2 13 ) . 

In  the who l e  Aus t ralas i an area , only the giant B roken H i l l  
Propr ietary C omp any mat ched the e f forts  o f  BGD for i ts workers .  
However ,  t oward s the end o f  the 1930s  bubb l e s  o f  labour d i s c ontent 
began t o  r i s e  to the surfac e on the goldfie lds . The s e  were mainly 
c aus ed by the p oor c ond i t ions at NGG , but there was add i t i onal 
agi tat ion amongs t  a s ec t ion o f  BGD ' s  s t aff . 

The c onf lic t o f  interes ts on the goldfields was deep . The 
extreme i s o l a t i on of the area made men dep endent on the mining 
c ompanies  for acc ommodat i on , and the expens e of fare s b ack to 
Aus tral ia  prevented them from leaving be fore the end of  their 
c ontrac t s . A s e c t i on o f  emp loye e s  at  Bul o l o  c ame t o  think that 
working c ond i t ions had b een imposed uni l ateral ly by the management 
in c ontras t wi th the Aus tralian tradition that c ond i t i ons mus t be 
j oint ly acc ep ted by management and organi s ed lab our . Mos t  of  BGD ' s  
E ur opean emp loyees were used to the p rotect ion o f  unions and arb i ­
t rat i on machinery which had never exi s ted i n  New Guinea . The 



Miner s '  As s o c i at ion which res is ted the ' B  S ix 1  in the 19 20s  had 
b een an organis a tion of individual sma l l  c ap i talis t s , 
a worker s '  uni on only in i t s  recourse to  j oint ac t ion. 
As s oc ia tion of  1 9 3 8  was s imi l ar in i t s  c ons t i tut i on . )  

Moreover , the influences on BGD ' s  were  
American , and in the  early days the s enior f ie l d  executives were 
Americans . Allen ( 19 3 1 :  48)  described the American b us ine s sman as  
c ons idering i t  his  r i ght  t o  ' kick the uni on out o f  h i s  
workshop ' .  C on f l i c t  be tween BGD ' s  at t i t ude and Aus tral ian 
c ip le s  o f  l ab our organi s a t ion endanger ed BGD ' s  p o s i tion .  Mos t  
work at B ulo l o demanded s ome experienc e o f  a l luvi al mining , and 
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o f  loca l  c ond i tions . A l l uv i a l  mining was unimp ortant in Aus t ralia , 
s o  t.hat the c ompany had to t rain mo s t  o f  i ts emp loyee s in speciali s ed 
tasks , and the p o s s ib i l i ty o f  mas s  de fec t i on was a s er i ous threat . 

Secondly , the c ommuni ty was d ivided into three t i ers , wi th the 
na tive l abour force forming the bot tom layer . Rigid d ivis ions 

b etween Europeans and nat ives creat ed a con s t ant  fear of organised 
na t ive agit at ion , whi ch had i t s  or igin in the Rab aul s tr ike o f  
19 29 , when the ent ire l ab our force o f  the town had organi s ed i t s e l f  
and ab rup t ly r e fused t o  work unl e s s  wages wer e  r ai s ed (McC ar thy 
1959b ) . 

D i s c ontent at  Bul o l o  was partly l inked with mo re s er i ous troub le 
amongs t  NGG ' s  emp l oyee s  at  E d i e  Creek . I n  S ep tember 19 35  ab out 
100 European miners and ar t i s ans at NGG ' s  mi l l  and cyanide p l ant 
(Go lden Ridge s ) went on s tr ike over a prop o sed wage red uc t ion , and 
were d i smi s s ed . ' Al l  the unemp l oyed men were thus wi thout quar t ers , 
and proceeded t o  Waui where lack o f  accommodation led t o  a good 
dea l of d i s c omfor t . '  Eventua l ly the men t o  on the 
old  terms , but a legac y  o f  b it terne s s  remained that had repercus ­
s i ons for BGD in 1 94 1 . 

BGD emp l oyees had become d i s turbed over emp loyment s ec urity . 
A l l  emp loyees  were engaged on two -year c ontrac t s , renewab le by 
agreement s ubj ec t t o  res i gnat i on , d i smi s s a l , or 
s i ons . Redundancy d i f f icul ties  always occur in the 
and the c omp any regarded i t s  we l fare me asure s as the b e s t  
s at ion and lab our inducement i t  could pr ovide I n  Augus t  
however , d emands  wer e  made for higher wage s and 
long - s ervi c e  c ontrac t s  and o ther b enef i t s , which the 
c ons idered exorb it ant . 

J oub er t , the Ame r i c an f i e l d  manager ,  incr eas ed wages  
l e  emp l oyee s  l onger on the  j ob and maint ain e 

O c t ober 19 3 5 . In the November i s sue 
denied that the c omp any had intended 

but 
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thi s  d id not r e s o lve the i s s ue . In January 19 38 delegat e s  from 
various departmen t s  pres ented Joubert wi th an ul timat um ,  threaten­
ing s t r ike ac t i on wi th in f ive days unle s s  a l l  their  demands  were 
me t .  

BGD ' s  handl ing o f  the c as e  l acked t ac t  and unders t and ing . By 
voluntari ly providing good c ond i tions , the company had lul l ed 
i ts e l f  into the belief  that i t  had ful f i l led a l l  reasonab l e  
ob l igat ions . J ouber t ' s  answer ( 25 . 1 . 19 38 )  re f le c t s  th i s  b e l ie f , 
and i ts mixture o f  threa t s  and promi s e s  was far from reas s uring . 
Provided the men remained ' loyal ' , he s aid , they need not fear 
the future , but anyone who fai l ed to report for work would automat i ­
c a lly be d i smi s sed , would forfei t all righ t s  to accumulated ho liday 
pay , and would be required to vacate company acc ommodation at onc e . 

Joubert feared that the spec t ac le o f  European emp loyee s  d e fying 
the comp any migh t  have an inf l ammat ory e f fe c t  on the nat ive labour 
force . He ther e fore c a l l ed in the l oc a l  inspec tor o f  p o l ice  who 
drew up a warning not ice  threatening that if a gener al s tr ike t ook 
p lac e a number of Ordinanc e s , inc luding that providing for the 
expul s ion of ·undes i rab le s , would al low lega l ac t i on to be t aken . l 

The s e  threat s showed the men how vulnerab l e  they were ; the righ t  
t o  s tr ike , the p rerogat iv e  of  the Aus tralian workman , was d enied 
them . The at t i t ude  o f  BGD did li t t le t o  pac i fy the radical s p ir i ts 
among i ts emp loye e s , nor was i t  calculated to  win the s uppor t o f  
the maj ori ty . Neverthe l es s , there was a temporary resp i te unt i l  
194 1 . 

S erious t roub le began again wi th the death o f  two NGG mine r s  
ear ly in 194 1 ;  the s ub sequent inque s t revea led gros s b reache s  o f  
the s afety regu l at i ons by management : the mine manager was not 
certi ficated , and a wind ing -engine driver had been on the j ob 
four teen hours a day (Morobe News , 29 . 3 . 194 1 ) . The Aus tralian 
Lab or P ar ty , which was kep t informed by i t s  Wau branch , ini t iated 
p ar l i amentary d ebate  on the mat ter in March2 and again in June , 
after 120 o f NGG ' s emp l oyees had g one on s tr ike . By this t ime the 
Minis ter for Externa l Terri tori e s , T . J .  C o l l ins ,  had vi s i ted the 
fie ld  and describ ed the working condi tions o f  NGG mine r s  as ' in­
t o lerab le ' . 3 Thus the two maj or p ar t i e s  in Aus t ral i a  were agreed 

1 
There is a c opy on the c ompany ' s  f i l e s . The original document 

was pas ted on the me s s  not i c e -board , whenc e i t  d i s appeared . I t  
mus t  have b een removed for  future referenc e by a far - s i ghted 
emp loyee , for it reapp eared , unbeknown to the c ompany , at arb i ­
t rat ion hearings i n  1 94 1 . 
2 . 

H .  o f  R .  Debat es , 25 . 3 . 194 1 ,  Vol . 1 6 6 :  169 . 
3 

Ibid . , 20 . 6 . 1 94 1 , Vol . 1 67 : 2 3 6 - 5 5 . 



that the was h ighly uns at i s  

was dec ided to  s end a s enior Arb i ­
t rat ion Cour t  (A . B l akely) t o  New Guinea ' t o  exerci s e  the power s 
o f  a conc i l iat i on c ommi s s ioner in relation to  the ' I f  
thi s  failed , c ons iderat i on was to be given to the need for a 
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law to deal with indus trial  disputes  i n  New Guinea .  The c ommis s ion 
was g iven freedom of ac tion under the Nat i onal S ecur i ty 
Regulation s . 

A sub s t antial  number of  the men might have resumed work ear l i er , 
i f  a sma l l  group led by John Doolan and King Lawranc e  h ad not 
app ealed t o  Aus tral i a  for a s e t t lement o f  the d i s pute and a form 
o f  permanent p ro te c t i on for mine workers .  Through the idea of 
introducing Aus tra l i an methods of regular arb itrat i on the whole 
field became invo lved . 

Godden , then field  manage r  o f  BGD , was s ummoned ( 14 . 7 . 194 1)  t o  
appear b e fore the C ommi s s ioner to give evidenc e  o n  the c ondi t ions , 
b enefi t s , and privi l eges enj oyed by BGD ' s  European emp loyees :  th i s  
was t o  inc l ude a s ta t ement of  the value of  acc ommodat ion and ameni ­
t i e s . BGD was alarmed : their c ond i t i ons were exc ep ti ona l , and 
Waterhous e doub ted that the les s  prosperous c omp anies c ould s urvive 
i f  BGD ' s  s tandards wer e  incorporated in a general award . The 
Mini s ter for E xternal Terr i tori e s  had advis ed the NGG s t r i ker s t o  

form a mine r s ' union . BGD feared the p o s s ib i l i ty o f  unl imi ted 
demand s being made , and fe l t  that they were t o  be  p unished f or 
poor condi t i ons which they had not c aus ed . 2 

After the ini t ial  hearing B lakely ordered a compuls ory confer­
ence o f  wor ke r s  and emp loyer s t o  d i s c us s  the p rovi s ion s  of  an 
industrial award ; and ins i s t ed that al l workers Oll'L: the goldfie lds 
be  organi s ed into one uni on be forehand . At the c onference , h e  
propos ed t o  incorporate c ompuls ory uni onism i n  a n  award ,  and to  
force  c ompanies to  d i smis s  men who re fused t o  j oin . 

B GD c ould not i nf luence i t s  emp l oyee s  on the i s sue , but fel t  
that union i sm woul d  d i srupt the exi s t ing arr angement s by 
a l l  workers against a l l  emp l oyer s . 3 Neverthele ss , after a 
o f  the orig inal dispute before B lakely , a draft award was produced 
t o  c over a l l  emp loyee s . 

BGD emp loyee s  immedi at ely organi s ed s trong · :and app arent ly un ­
p romp ted opp o s i t i on t o  the award . A lar ge maj ority p rotes ted 
agains t c ompuls ory uni oni sm and pet i t i ons were forwarded t o  the 
Admini s trator and the P r ime Mini s ter . Such opp o s i t i on to uni oni sm 
by Aus t ra l i an workers  is at f i r s t  s i ght  l i c ab le , but many o f  
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the men who went  t o  New Guinea were  indivi duali s t s who d i s l iked 
b e ing involved in union-management disputes and enforced arb i t ra ­
t i on .  More over , BGD emp l oyee s  feared that an award would fix 
medi an condi tions inferior to thos e  whi ch they a l re ady enj oyed , 
and that the company woul d be  d i s s uaded from making further 
improvement s . In addi tion , and p o s s ib ly mos t important ly , s ome 
men shared the management ' s  fear that native emp loyees would 
imi tate agi tators  amongs t  the Europeans and organi s e  to r ai s e  
thei r  s t atus and c ond i t i ons ; already there had b een one ins tanc e 
at Bulo l o  where nat ive s had ac ted col lec t ive ly in re fus ing t o  go 
to work at the appo inted t ime . l 

However , the Commi s s ioner c ould not enfor c e  his  dec i s i ons , 2 and 
mo s t  men did  n o t  j o in the uni on . The comp anies  made n o  a t temp t 
to d ismi s s  them , and uni onism and the embryonic sys t em o f  arb i tra­
t i on d i ed a . nat ural death . 

P re -war BGD manage�ent wer e  concerned tha t  wage s and c ondi t ions 
might be fixed by arb itrat ion procedure s .  One imp l icat ion of the 
p ropo s ed award ,  which p rovided for a reduc tion in working hour s , 
was a 27 p e� cent inc r e a s e  in hour ly r a t e s  

·
o f  p ay .  According to  

S imp s on ( t o  Wa terhous e ,  3 . 10 . 1941) , thi s  would have c au s ed the 
c lo s ing down o f  the mar ginal dredge s , e sp ec i a l ly Nos 1 and 6 ,  and 
a 25 p er cent c ut in s ta f f . 

I f  thi s  were s o  i t  was perhaps fortuna te that s uch l abour dis ­
s at is fac t ion as  exi s ted at  BGD be fore the war c ame t o  noth ing , 
for s ome men would have l o s t  the i r  j ob s , and the New Guinea and 
Aus tralian government s would have los t revenue . 

A ft e r  the war , the idea o f  unions for E uropeans was never 
revived . A lthough there was c on s iderab l e  l ab our agi ta t ion , the 
F ederal A .L . P . Government thought the pos i t i on of the worker s , 
pos s ib ly becaus e of the l ab our shortage , s trong enough t o  s afeguard 
the i r  r ight s .  The empha s i s  after the war was on improv ing nat ive 
l abour condi t i ons ,  though unions for native s wer e  c ons idered 
premature ; moreover , i t  would have b een d i f f ic u l t  to introduce 
labour for wi thout extend ing it to nat ive s . 

1 BGD t o  the Mini s ter for E xternal Terr itorie s , 5 . 9 . 194 1 .  
2 

S ir Robert Garran t o  Freeman , undated (Oc t ober 194 1) . 



Chap ter 13 

The market ing and t axing o f  gold c aus ed New Guinea p roducers  
c ons iderab le anxie ty during the 19 30s , for shareholders , e spec ia l ly 
thos e  o ut s ide Aus tral i a , had t o  be a s s ured that their div idends 
would  b e  c onver t ib l e , and that there would b e  no untoward res tr i c ­
t ions o n  g o l d  real i s at ion . O fficial  at ti tudes  wer e  determined by 
the p o l icy of economic s e l f -relianc e for the Mand ated  Terr itory , 
whi ch depended on gold a s  a financ i al prop for general adminis tra­
t i on ,  and by  the errat ic s t atus and func t ion o f  go ld  within 
Aus tralia  duri ng the cri t ical  depr e s s ed year s after 19 29 . 

E ar ly i n  19 29 export  prices  b egan to  s l ide , up an 
enormous t rade d e f ic i t  and i t  became imp o s s ib le t o  rai s e  l ong - term 
loans abroad . The re s ul t  was an enormous p r e s s ure t oward s  the 
exp or t  of gold . Government control was d i fficult , for l ar ge gold 
expor t s  had to be  authori s ed to  mee t  ob l i gat i ons , at  a t ime when 
gold p roduc t ion wi thin Aus t ra l i a  had fal l en t o  £ 1 . 8 mi l l i on per  
annum 

The C ommonwealth B ank Ac t o f  1929  provided for the mob i l i s at i on 
o f  gold  re s e rves and for an emb argo on gold exp or t s  when nec e s s ary . 
However , exp or t s  c ontinued and by June 19 3 1  t o t a l  holdings o f  gol d  
i n  Aus t ra l i a  were down t o  ab out £ 15 mi l l ion , o f  whi ch £ 13 mi l l i on 
were requi red by l aw as  b acking for the currency . The immedi at e  
need f o r  £ 5  mi l l i on s terling t o  avo id de faul t o n  loans in London 
forced the Government to red uc e  the currency backing for two years 
from 2 5  per c ent  to 15 per cent , in order to a l l ow further dep r e ­
c iat i on o f  t h e  g o l d  reserves . l 

As the Bulolo c omp any neared the produc tion pha s e  there were 
s trong pres sure s on the Aus tralian Government to hold al l gold in 
Aus t ralia . On the o ther hand , the chronic shor t age of gold gave 

1 
As Aus tral i a  was a go l d  p roducing count ry , it was cus t omary for 

the b anks , as happ ened in 19 30 ,  t o  increase  the i r  London b al anc e s  
by ove r s e as g o l d  shipment s - s e e  Jauncey 19 3 3 : 20 6 . Th ere was 
s trong r e s i s t ance within the C ommonwea l th B ank t o  the emb argo 
prov i s i on of the 1929 Ac t - see  G ib l in 195 1 : 6 1 -8 1 .  
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the mining intere s t s  c on s i derab le in fluenc e over the government .  
The authorities  were c aught between the need to  s ecure int ernational 
s o lvency and s ound c urrency and the urgent need t o  boos t gold pro ­
duc t i on . The New Guine a Admini s trat ion was invo lved through i t s  
dependence on Aus t ral i a , and through the impor t ance o f  g o l d  f o r  i t s  
revenue . Gol d  p roduc ed i n  New Guinea from 19 2 1  unt i l  March 1 9 3 2  
(when BGD began p roduc t i on) was wor th £ 1 , 149 , 333  o f  whi ch the 
Admini s trat i on had rece ived 5 per c ent royal ty s ince 1928 . Thi s 
was ins i gni ficant c ompared wi th the output expec ted onc e the 
l arge c ompanie s  began p roduc t ion , and the Admini s trat ion enc ouraged  
the c omp anie s  t o  b egin wo rk ( by 193 8 -39  royalties  were yielding 
s ome £ 100 , 000 a year ) . 1 

Aus tral ian authorit i e s  had already shown s ens i t iv i ty t o  the 
d emands o f  the gold  indus t ry . I n  19 27 the Federal Treasurer waived 
Aus tral ian income t ax on gold produced in New Guinea , on appeal  
agains t a rul ing by the  taxat ion author i t i e s . 2 In 1 9 29 P lacer 
persuaded the New S ou th Wal e s  government t o  waive i t s  s ep arate 
t axing p owers on New Guinea gold , for an init ial p er iod of f ive 
years . 3 

H owever , by 193 1 pre s s ure s on the Federal Government t o  res tric t 
the real i sation o f  gol d  had increas ed . Freeman feared that the 
c ompany ' s  shares on the London market wou ld  b e  d epr e s s ed , at  a t ime 
when ac t ivity s eemed t o  b e  rev iving . In December 19 30 the Admini s ­
t rator o f  New Guinea had prohib i ted  the export  o f  gold  wi thout h i s  
c ons ent ; and Canberra s ourc e s  indic ated tha t  c ompul s ory g o l d  
market ing i n  Aus trali a  would fo llow .  S uch ac tion was wi thin 
Aus tral i a ' s  legal mandatory power s .  

Waterhouse and Short fe l t  that because one - th ird o f  BGD ' s  pro­
c eeds was already spent on  expans ion expense s  in Aus tral i a , and 
a large p roport i on o f  the shareholders was Aus tral i an , i t  mat tered 
l it t le i f  the go ld wer e  retained  in that c ount ry . B anks and 
F reeman , however ,  knew that freedom o f  gold  real i sati on was 
e s s ent ial to s us t ain over seas  intere s t  in the c ompany . Freeman 
there fore s ough t and ob t ained in Augus t 19 3 1  defini t e  a s s ur anc e s  
from high o f fic i a l s  o f  the C ommonwea lth Bank , a t  lea s t two o f  whom 
were BGD shareholde r s ,  that no restrict ions would b e  p laced on the 
remi s s ion abroad of the p roceed s  of go ld s a l e s . The Aus tra li an 
Government rea l i s e d  that s uch re s tric tions c ould  only  d i s c ourage 
gold p roduc t i on .  

1 
W .H .  Hughe s , Mini s ter for External Terr itorie s , H .  of R .  Debate s ,  

2 3 . 9 . 19 38 , Vol . 157 : 1'3 1 - 2 . 
z NA , CP 14 1 - J . 834/ 2 .  
3 

Quoted the E lec trolytic  Re f ining and Sme l t ing C o . o f  Aus t ra l i a  
to  Waterhous e , 2 8 . 10 . 19 29 . 



From then on Aus t ralia  moved further from , and in 
mo s t  o f  the Commonwea l th B ank ' s gold re s erve was converted t o  
s t e r l ing 195 1 : 134 - 5 ) . 

Now tha t  the p r inc l e  o f  free exchange for gold 
been e s tab l i shed , BGD into the p rospec t s  o f  
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in Aus t ra l i a . By June 1 9 3 3  the company was 12 , 000 
ounces  of bullion per month , wi th a finene s s  o f  667 
p ar t s  go l d  and 3 3 1 parts  s i lver . However ,  the re sults  s howed tha t  
i t  was more advantageous t o  c ont inue s el l ing in L ondon , regard l e s s  
o f  any further fear s about Aus t ral i an control s ,  and desp i t e  extra  
frei ght and insurance and the  l o s s  o f  forty  days intere s t ; the 
c ompany ' s  bul l i on agent s in S ydney calculated a d i f ferenc e  of 0 . 1  
per cent , though Waterhouse thought i t  c loser  t o  0 . 5  p er c ent . 
E i ther way i t  rep r e s ented a large s um over the l i fe o f  the f i e ld , 
and s o  real i s at i on in L ondon c ont inued unt i l  the war . 

Method s for the p ayment o f  New Guinea ' s  r oyal ty c aused the 
c ompany f inanc ial  l os s . BGD alway s checked the p rep arat i on ,  
shipp ing , and as s aying o f  b ul li on :  gold from each dredge was 
t reated s ep arately in the re tort  house ( a  foreknowledge o f  p robab le 
finenes s  f ac i l i ta ted sme l t ing and refining) ; the b ar s  were then 
made up (maximum wei ght about 500 ounce s ) , and each was numbe red 
and identified acc or d ing t o  the dredge from wh ich the gold c ame . 
From the as s ay re sul t s  an accurate check was kep t on the work o f  
e ach dredge . 

Thi s  made p os s ib le an advance dec larat ion o f  the p r ob able  fine ­
nes s  o f  e ach b ar .  Royalty p ayments  were made d irec t t o  the warden 
at Wau b efore the gold l e f t  Bulo l o , but pre c i s e  as s ay re sult s were 
not avai l ab le unt i l  the bul l i on was re = treated in Sydney . The 
warden us ed p r evious resul t s  from each area  and e ach dredge t o  
a s s e s s  the amount p ayab l e  = w i th the sma l l  h e  a l s o  a l lowed 
an extra  margin for f luc tuation s  in value s . 

Once p re c i s e  a s s ays  were received , the warden adj u s t e d  h i s  
c alculations , which were always ove re s t ima t e s , and made re funds 
t o  the c ompany . At f i r s t  thi s  method was s at i s fac to ry , becau s e  
overa l l  yields  were r e l at ive ly l ow , and the b a s e  me t a l  c ontent 
was exc ep t i onal ly l ow (bec ause of dredging the upp er l eve l s ) . As 
produc t i on inc rea s ed , as s ay var i at ions tended t o  be and i t  
became p rogre s s iv e ly more d i f ficu l t  t o  make ac curate a s s e s sment s 
on the spo t . ·  

By 1940 Godden e s t imated tha t  the c ompany was 
by an average o f  1 2  p er c en t . Re fund s entai led much 

o ffice wo rk ,  and dep r ived the c ompany o f  intere s t . Late in 1940 , 
however , the Admini s tration drew up an ad j us ted s c a l e  o f  roy a l ty 
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charge s , graded acc ording t o  loc a l i ty and known yields . Thi s  
reduc ed interim royalty b y  near ly 1 0  p er cent , and l e f t  the 
Admini s trat i on wi th a 2 p er c ent margin for s afe ty . Out s t anding 
re funds were reduced by 83 per cent . 

Though ins t igated by BGD , the change app l ied t o  al l producer s ,  
s ome o f  whom had gone t o  extraordinary troub le t o  avo i d  ove rpay­
ment s : NGG , for examp le , conduc t ed i t s  own finene s s t e s t s  on every 
b ar produced , on the field . 

BGD did not obj ec t  to  the 5 p er c ent royalty , though there were 
s ome c omp la ints  that p ayment s went int o c ons o l idated revenue ins tead 
o f  being expended on the f i e ld , a s  the Admini s t ra t i on had origina l ly 
intended in 1928 . Had BGD not put good relat i ons with the Admini s ­
tration firs t , o ther aspec t s  o f  the royal ty sys tem mi gh t  have been 
rai s ed . For examp le , payment s  c ou ld have b een made after a s s ay in  
Aus t ra l i a . S ome fe l t  tha t  the royal ty s ys tem was an  unneces s ary 
re s tr i c t i on on a deve l op ing go ldfie l d , for i t  t axed equa l ly e s t ab ­
l i shed c omp anies and tho s e s truggl ing for c ap i ta l  t o  e s t ab li sh 
thems e lves . A sys tem o f  fixed p ayment s c an be the las t s tr aw to a 
c omp any in i t s  early s tage s . The r oyal ty sys t em was introduced 
has t i ly , be fore s uch methods as  a fixed percentage t ax on p ro f i t s  
wi th a morat orium for the firs t two o r  three years o n  a new fie ld , 
had been cons idered . I t  was for tunate that BGD , being we l l  
organis ed and c ap i tal i s ed , c ou ld s t and the s t rain: for thro ughout 
the 1930s  the i r  royalty p ayment s exceeded the annual wages b i l l . 

Progre s s  in New Guinea depen�ed on mining r oyalti e s , which 
s upp l i ed 2 5 . 7  per  cent o f  a l l  government revenue . In the n ine 
years from 1 July 19 3 1  to 30 June 1940 , BGD paid  £ 67 6 , 9 84 ( inc lud ­
ing royal t i e s , cus t oms d ue s  and p o s t age ) or 18 . 14 per c ent o f  the 
Admini s trat i on ' s total  revenue for the period . Thi s  inc luded 9 . 8 
p er c ent o f  a l l  cus t oms revenue , as  a 10 per  c ent duty was levi ed 
on mining machinery and a ircraft . 

Roya l t i e s  and duty were us ed wi th in the c ountry , even i f  the 
gold fields  s aw l i t t le of i t , unt i l  the p rinc ip l e  was v i o l at ed by 
the C onnnonwea l th Government ' s  Gold Tax of 1939 , which t o ok 50 p er 
c ent o f  a l l  p roceeds o f  the real i s at ion o f  gold in exc e s s o f  £ 9  
p er fine ounc e . 

Hanc ock ( 1943 : 9 9 )  c a ll s  i t  a fundament al p r inc ip le that a rich 
indus try in a poor c ount ry should be  t axed exc lus ive ly for the 
bene f i t  of that c ountry . The o f fic ial  argument for the 1939  t ax 
was that as  the Commonwea l th was respons ib l e  for New Guinea ' s  
de fence (wh ich was p ar t  o f  Aus tral ian defence ) ,  New Guinea s hould 
c ontrib ut e . One F ederal S enator (McBr ide) j u s t i f ied the t ax on 
the ground that  the mining c omp anies were profit ing from war c on ­
d i t i ons , and the ac t ing F ederal Treasurer , P . C .  Spender , though t  
the Government l enient : i n  S outhern Rhode s i a , h e  s ai d , everything 
over £ 7 . 10 . 0  s t er l ing was approp riated . But S outhern Rhod e s i a  was 



a s e l f - gove rning c o lony , wi th the money into i t s  own 
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D e sp i te the s e  arguments ,  the imp o s i t ion o f  an addi t i onal t ax i s  d i f ­
ficul t t o  fy . The Gold T ax payme nt s by BGD rep re sented 17 2 p er 
c ent o f  tho s e  for r oyalty . The C ommonweal th was unab l e  t o  
sus t ain i t s  ori gina l argument f or the Gold Tax , which was p aid into 
a res erve fund , t o  be resurrec ted a fter the war . 



Chapter  14 

The p os s ib i l i ty o f  a P ac i fic  war was d i s c us s ed two years b e fore 
it began by BGD o f fi c i a l s  who fe l t  it would end the boom days at 
Bulolo . Thi s  c ontributed t o  the drive for maximum p roduc t i on 
dur ing 1940 -4 1 .  On 2 1  J anuary 1942 , the Japanes e  made the i r  f ir s t  
raid o n  Bulolo , des t roying the three Junker airc ra f t . F our days 
l ater , a l l  c i ti zens were ordered to  evacuate , and ope r at i ons c eased 
for the durat i on o f  the war . A l l  the bul l i on , sponge gold and 
amal gam on hand were bur ied in a s a fe p lace , �nown only to three 
s enior men . Ap art from the p lanes , no thing was damaged . 

In  March the Jap ane s e  landed at Lae and S a lamaua , but made no 
immedi ate move s t oward s Wau-Bul o l o . Then , in Augus t 1942 , N . L . F leay , 
the c ommand ing c o l one l , ordered the des t ruc t i on o f  Wau and the Bulolo  
Val l ey :  ' the d emo l i t i on part i es worked s tead i ly wi-th p e t ro l  and 
dynami t e . The night res ounded wi th exp lo s i ons as demo l i t i on charges 
were b lown on the Wau and o ther aerodromes , r oad� were c ra tered and 
bri dges shat t ered ' (McCar thy 1959a : 5 9 ) . 

T o  the men who had bui l t  up Bulolo , th i s  was a grievous b low . 
Fee l ings o f  res entment among the o f fic i a ls grew as i t  became evident 
that F l eay ' s  dec i s i on had been p remature . He had been mi s led by 
exaggerated repor t s  of Jap anese troop movement s near Mub o , and had 
wrongly as sumed that an immediate move on Wau was intended . Lack 
of  road ac c e s s  had  made the  Japanes e  he s i tate , and they were deep ly 
c ommi tt ed to ac t ion further s outh . 

The J apane s e  advance c ame in J anuary -February 1943 . They reached 
the edge of the a i r f i e l d  at Wau but the mountain t racks from 
S al amaua - the only e s t ab l i shed routes  o f  acc e s s  - de layed supp lies  
and reinforcement s ,  and they were dr iven b ac k . Thus the area was 
not ' oc cup i ed ' in the acc ep ted s ens e , but there is no doub t  t hat 
the ins t al l at i ons  would have b een des troyed , if this had not already 
b een done . De sp i t e  the grumb le s  o f  BGD management , the result  would 
have b een the s ame . 

The war brough t one c omp ens at i on: thi s  was the ropd b ui l t  by the 
Army from Wau to the s outh b ank o f  the Markham .  I f  'BGD 1 s p re -war 
adherence to air  transport  had c ontinued the rev ival o f  mining and 
the l at er p rogram o f  dive r s i ficat ion would have b een imp o s s ib le . 

9 6  
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As the war in  the P ac i f i c  neared its  end , BGD faced the  un­
env i ab le task o f  recon s t ruc ti on .  S ome members  o f  the c omp any , 
who fe l t  that t ot a l  d e s truc tion had no t been warr anted , c r i ticis ed 
the mi l i tary author i t i e s . But as Profe s s or Dunkin ( 1950 : 13)  
pointed out , hind s igh t  o ften gives a mi s leading imp re s s ion . Had 
the Army been ab l e  to  c onsul t more ful ly  with BGD , the de s truc t i on 
o f  much anc i l l ary equipment use l e s s t o  the enemy might have b een 
avo i ded , but at the t ime s uch consu l t at i on was imp o s s ib le , and i t  
was point l e s s  t o  a l l oc at e  b l ame i n  later years . 

However , the comp any was j us t ly that person-
ne l had sma shed equipment t o  get at gold  re s i due s . Extens ive 
s e c t i ons of the dredges were unnece s s arily damaged , and individual 
s o ldiers  wer e  known t o  have s ent p arc e l s  of go l d  to Aus tra li a . 
Much o f  thi s  migh t have been p revented ; though occ a s i onal ly the 
Army did t ake s evere d i s c ip l inary measure s agains t thos e  caught . In 
Augus t 1942 , for examp le , a member of the New Guinea Vo lunteer 
Ri f l e s  was cour t -mart ia l led at Wau for having ' souvenired ' a sma l l  
quanti ty o f  go ld . 

BGD had great troub le in ob t aining rep l ac ement  part s . F inanc e 
was les s  o f  a p rob lem ,  for i t  was c overed by the War Damage Insur ­
ance whi ch the company had t aken out wi th the C ommonwealth Government 
shortly after the outbreak of the war . To ensure that financ e fo r 
rehab i litat i on was immediat e ly availab l e , in 1943 the management 
ins t i tuted a p o l ic y  of no t d isbur s ing any fund s in hand to ens ure 
that ready c ash would be  available , p ending p ayment s  by the 
Commonwealth . l 

The main p rob lems were the deta i l ed as s e s sment o f  l o s s e s  and 
the locat i on o f  p ar t s , s o  that the dredge s c ould b e  got  into pro ­
duc t ion again in  the short e s t  p o s s ib le t ime . Thi s  r e s emb l ed the 
prob lem of 19 30 - 3 1  when los s of t ime threatened l os s  of produc t i on , 
and thi s in turn imp l i ed de l ays in d iv i dends and an ab s olute l o s s  

Gould t o  shareho lders , 29 . 3 . 1943 (Gould was the p ermanent 
s ec re t ary , and a d i rec t or ) . 
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o f  intere s t  p ayment s . BGD management fac ed th es e prob l ems as  s o on 
as the area was vac ated , and it  wai ted imp a t ient ly for permi s s ion 
from the Army t o  b egin an as s e s sment . 

A l l  o f  BGD ' s  f i e ld acc ount records had been l os t ,  s o  that wh i le 
the c ompany ' s  s ke le t on s t a f f  waited impat ient ly in  S ydney in 
1942 -44 , they qui z z ed every avai lab le man who had been as s ociated 
wi th Bulolo in order t o  bui ld up a sub s t itute record o f  equipment , 
s t ores , and parts . I n  May 1944 permi s s i on c ame through the D epar t ­
ment o f  Externa l Terri tori e s  for a repres entat ive p ar ty o f  s ix men 
t o  vis i t  Wau -Bulo l o  t o  make a s urvey o f  d amage . The BGD men in 
th i s  p arty wer e  J . D .  S imp s on , L .W .  Berg s t r and and E . E .  Gibb . Their 
p r imary aim was t o  make a de t ai led l is t  o f  l os s es t o  enab l e  the 
formul ation o f  a s cheme for the preservat i on and res t or a t i on o f  
the company ' s  a s s et s . They al s o  s urveyed l o s s e s  o n  a numbe r  o f  
sma l l  p ropert i e s , o n  b ehal f  o f  o ther c omp anie s  and indiv id ua l s . 

The resul t ing rep o r t  o f  280 typed quarto  p ages  at temp ted t o  
l i s t  everything that  had been des troyed o r  removed and agai ns t each 
i tem was shown the prob ab l e  c aus e o f  l os s :  Army acqui s i t i on , direc t 
war damage , or ind i re c t  damage . The great bulk o f  what  was mi s s ing 
c ame under the f i rs t head ing . 

The p rinc ip a l  mat ters  o f  c oncern , however ,  were the c ondi t ion 
o f  the dredges and the extens ive damage to the p ower s tat ions and 
water r ac e s , s inc e both o f  the s e  would demand coord inated p lanning 
and the ear ly ordering of p ar t s . S truc t ural ly , mos t o f  the d redges 
had wi ths t ood the year s of  neglec t and mi l i tary t ampering extreme ly 
we l l . But almo s t  a l l  the e lec trical  equipment h ad suffered smash ­
ing , c orro s i on or r emova l , and what remained was wet and impregnat ed 
wi th d irt . Mos t grea se cup c over s on the machinery had b een removed , 
and s and and grave l had h ad free p lay - rehab i l i t at i on nec e s s i tated 
c omp l e t e  d ismant l ing . P r ac t ical ly al l tools , spare s and s tores  had 
b een ' acqui red ' by the Army . BGD had a lways p ai d  c lo s e  a t t ent ion 
to  a f orward program o f  water c ontrol  and d iver s i on ,  which had 
as s i s t ed the hur r i ed protec t ive measur e s  t aken in 1942 . S everal  
dredges op erat ing in c lo s e  p roximi ty t o  one another had nec e s s i ­
tated the c ar e ful p l anning o f  cour s es , p ond c ontro l , and t a i l ing s 
d i spos a l : this p aid d ividend s during the ye ars when the river ran 
unchecked . 

The report , whi ch inc luded a priori ty sys t em for res toration o f  
the dredge s , was c arried t o  S an Franc i s co i n  S ep tember 1944 , and 
the dire c t or s  worked out a detai l ed rehab i l i tati on p ro gram .  The 
d i f ficulty of get t ing sp are p art s c al led f or make shi f t  and improv i ­
sat i on , wi th the equipmen t on s ome dredge s be ing removed t o  tho s e  
wh ich c ould be  mor e  eas i ly rest ored . Meanwh i l e , ful l  order s  for 
rep lac ements  were mad e . By doing this in 1944 BGD (wi th as s is t ance 
from the P lac er Group )  ens ured f irs t p re ferenc e when the s upp l iers  
changed over from mi l i t ary t o  c iv i l  p roduc t ion at the  end of  the 
war . Thus BGD c ould s p re ad i ts d i fficul t ies  - as  in the ear ly 
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1930s  - s o  that the  mo re arduous t asks c ould  be  tackled while  
was ac tua l ly c oming in . 

In  1944 , as a result  o f  the War , the 
Army al lowed a p arty o f  e ight BGD men t o  vis i t  B ulolo  t o  c arry out 
p reventive work only , but the p arty remained and later b egan 
rehab i l i ta ti on al s o . 

The ive p arty c ons i s t ed of a smal l s ta f f  of Eur opeans 
gang of fi fty nat ive s ( spec i fi c  p ermi s s i on 

t o  engage l ab our at  a l l ) . Thei r  d i fficul t i e s  
were enormous ; even hand t o o l s  wer e  o ften l acking . The c ont inuous 
pre s ence of the p ar ty on the f ie l d , however , made p o s s ib le d irect 
rep res entat i ons t o  the War D amage and D isposals  C ommi s s ion s , which 
resul t ed i n  more s ymp athe tic treatment than woul d  have been likely 
from impe r s ona l deal ings in Aus t ra l i a . 

The War D amage C ommi s s i on agreed that c ompen s at i on under insur -
anc e  would p ay for p rotec t ive work luding the re s t orati on 
o f  the water r ac e s  p ower generat i on) and f o r  t h e  r ep lacement o f  
al l wear ing p a r t s  o n  a 5 0  p er c en t  d ep rec i at ed b a s i s . I n  Aus tralia 
nego t i at i on s  were s imul taneous ly p roceeding on the c ompany ' s  c la im 
for $ 2 , 620 , 27 0  unde r  War D amage Insuranc e . I n  addi ti on the C ommi s ­
s ion agreed t o  p er s uade the Aus tralian Government o f  the need for 
urgent rehab i l i tat i on in order t o  avoi d  further l o s s e s . C ivi l 
admini s trati on s outh o f  the Markham was res t ored on 31  Oc tober 
1945 . 

During 1945 the p ar ty concentrated on p revent ive work and the 
res torat ion o f  p owe r . H owever , the entire p rogram of rehab i l i tat i on 
dep ended on adequate t r ansp ort . BGD management , and e specia l ly 
Godden , wer e  hop e fu l  at f ir s t , as i t  was e s t imat ed that the use  o f  the 
Army r o ad to L abu would  reduce t ransport  c o s ts  t o  ab out two- thirds 
of the 1940 - 4 1  f i gur e . But road transp or t proved unr e l i ab le and 
f loods in 1945 -4 6 c ons t ant ly  interrup t ed the carri age o f  supp l ies . 
Moreover , the Army maintenance o f  the road c ea s ed be fore c iv i l  
author i t ie s  were prepared t o  t ake over the j ob ,  s o  that the maj or 
b urden of keep ing the r o ad open fe l l  on the c omp anie s ,  and 
BGD ; indee d , in 1946 BGD t o ok over the opera t i on o f  the b arges from 
Lae to  Labu . Mat ters  were  not improved by a sugges ti on from the 
Mini s ter for Externa l Terr i tories , E . J .  Ward , that the comp anie s 
p ay a tol l for  the u s e  o f  the road . Thi s  they rej ec t ed , and arrange ­
ment s for the upkeep o f  the road r emained chaot ic unt i l  a t  l eas t 
mid - 1947 . 1 I n  that BGD adop ted a p o l i cy of s ending a l l  
l i ght  c ar go b y  a i r  in  order t o  an air l i ft as  a form o f  
ins ur ance against r o ad c l o sure s ; but thi s was very exp ens ive , and 

1 
I n  the year s 1946 - 5 1  BGD engineer s  e s timat ed that the Adminis -

tration o f  about £500 , 000 on road maintenanc e that 
was o ft en and ine f fectua l . 
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the p o s t -war airc raf t , unl i ke the G - 3 l s , were not adap ted t o  the 
c ar riage o f  heavy equipment . 

Rehab i l i t a t i on was with and c o -
ordinated organi sation . The ear ly res t oration o f  e l ec tric  power 
was fundamental . B e fore the war the gradual increas e  of hydro ­
gener at ing p lant s had spread prob lems out , but thi s p iecemea l  
app roach had involved mi s take s and was t e . The need f o r  to tal 
p l anning after the war avoided many o f  the o ld p i t fall s ,  and the 
Bulolo  road eas ed many o f  the pre -war transport  res t r ic t i ons . 

For examp l e , as  ear ly as Oct ober 1944 the c onsul t ant H . G .  C arter , 
sugges ted that l ine vol t age be raised from t h e  pre -war 1 1 , 000 to  
3 3 , 000 to overcome the maj or prob l em of d i s tanc e , and t o  al low a l l  
p ower devel opment t o  b e  c onc entr ated at  Baiune . l  The ec onomi cs  o f  
thi s  change wer e  c a lcul at ed in the Uni t ed S ta te s  in 1944 , and 
o rders  for P e l ton whee l s  and generators were p laced acc ordingly . 
Temporary p ower was provided by a P e l t on whee l c onnec t ed t o  a sma l l  
generator , and a makeshi f t  t imber mi l l  was p u t  int o operat i on .  The 
f ir s t  o f  the new Uppe r  B aiune generators was ready in November 1946 . 
During 1947 genera t or s  were ins t al led there , and two l arger ones 
at Lower B ai une . The s e  made ava i l ab l e  5 , 500 kW o f  p ower , without 
whi ch the rehab i li t ati on o f  dredges would have b een impos s ib le . 

The rebui lding p rogram was v i t a l ly affec ted by the avai l ab i l i ty 
o f , and p rovis ions for , b oth European and native labour . BGD 
feared that the o f f i c ia l  environment , d ominated by Labor  P arty  
idea l s , would be  ho s t i l e t o  ' cap i ta l i s t  enterp r i s e ' . I n  Oc t ober 
1945 , the Mini s ter , Ward , c aused c ons ternat i on by c anc e l l ing all  
nat ive l abour c ontrac t s , but in the s ame month S imp s on rece ived 
spec ial  p e rmi s s i on from the C iv il Admini s trator , C o l  J . K .  Murr ay , 
t o  recruit more nat ive s . Al though few were wi l l ing t o  leave their  
vi l l age s in the  innnedi at e  af termath of the war , BGD had bui l t  up 
i t s  native labour force t o  2 16 by March 194 6 .  A s l i ght  dec line 
then promp t ed the c omp any t o  re sume dir e c t  rec rui ting in the S ep ik 
area . 

The short age o f  ' old hand s ' amongs t  the Europ eans proved a 
gre ater trial . Towards the end o f  1945 the exhaus ted p ar ty o f  
Europeans went o n  leave , and a s ub s t an t i a l  E uropean s t a f f , many 
o f  whom knew nothing about gold dredging , had to be recruit ed . 
Thi s  had t o  b e  done in c omp e t i t i on wi th lab our -hungry Aus tra l i an 
emp loye r s . 

As  a re sult  much e ffort  had t o  be d iver t ed t o  the p r ovi s ion o f  
hous ing , med ical  fac i l i t ie s , and s t af f  ameni ties . Acc onnnodat i on 
was f i r s t  p ut up for  s ingle men and for nat ive labour . Hous ing 

Line los s e s  were e s t ima t ed to 
c ent . 

from 2 0  per c en t  t o  5 p er 



for married men and l e d  the c ompany t o  
adop t a s ys t em o f  for three s t andard types 
of hous e s . The new sys t em showed l abour s avings o f  4 1  per  c ent and 
overal l c o s t s av ings o f  20 p er c ent over the 

method . Moreover , the f ini shed house  was to be more accur a -
t e ly c onstruc t ed , s tronger , and eas ier t o  r ep ai r  and maintain . 1 

A new recreat i on hal l  was b ui l t , a weekly c inema was b egun 
again , t enni s c ourt s  wer e  , the nat iv e  emp loyee s  were 
p r ovided with e quipment for footb a l l ,  and s o  on . Medical  s e rvice s  
wer e  re s t or ed with remarkab l e  speed during 1945 -47 . A nat ive s ic k­
bay was provided in 1945 , and in May 1946 BGD ' s  pre -war medical  
o fficer , D r  Carl Gunther , returned to  the  field . Gunther ' s  p re ­
war r e s earch had a lmo s t  e l iminated trop ical  typhus from Bulo lo ; 
p o s t -war he a imed at  mal aria  and b ac i ll ary dys entery , us ing new 
drugs , and hi s work resul ted s p ec t acul ar fal l s in s icknes s  and 
ab s enteei sm among b oth European s  and natives . 2 

The sheer phys ical t ask o f  rehab i litating No . l  dredge was immens e ,  
and the fate o f  operations depended on the suc ce s s  of imp rov i s a t ion . 
An anxious period began when i t  was put into s ervi c e  again on 
20 February 1947 . Unt i l  the make shi f t  equipment c ould be gradual ly 
rep l ac ed , the f i e l d  s t af f  expected breakdowns at any t ime . I t  was 
a t r ibute t o  their c are that none occurred , for the great bulk o f  
the e lectrical equipment , a s  we l l  as  the go ld s aving p lant , had 
b een t o t a l ly d e s t royed . No . l ' s  record a f ter i t  res tar ted was 
r emarkab l e :  in  May , for examp l e , it  dug t o  an average dep th o f  
27 . 7  fee t i n  v irgin ground , wi th an average dai ly  y ardage o f  5 , 3 5 5 , 
c omp ar ed with the ave r age of 5 , 0 1 6  for the s ame dredge in November­
Decemb er 194 1 . No . 2  was in a s imi lar cond i t i on to  No . 1 ,  s i tt ing 
evenly in its pond but wi th mos t  o f  i t s  e lec trical and gold - s av ing 
equipment mi s s ing or smashed . The dredge began ope ra t ing again 
on 3 Ap r i l  1947 , and during i t s  f i r s t  month i t  dug an ave r age 
dep th of 40 . 6  feet , be ing in s ervice  8 6 . 67 p er cent o f  the pos s ib le 
t ime . 

D redge crews had t o  b e  trained has , in c ontras t to the 
gradual program of the 1 9 30s ; desp i t e  thi s , the o ther dredge s  
were got  b ack int o op eration quickly and e f f ic i ent ly - Nos 3 and 
8 wer e  next , thus recommencing dredging in the Bulowat are a .  As  

Thes e  method s were t o  l ead BGD , in the 1950s , into an unfort unate 
venture in s e l  and erect ing hous es  unde r  c ontract ( s ee 
Chap ter 17) . 
2 

Franklin t o  Godden , 10  .. 10 . 1947 . Eur op eans need ed more t reatment 
( 66 p er c ent o f  the work than nat ives ( 4 1  per  Thi s i s  

ly b y  the o f  the nat ives  with recourse 
t o  medical  s ervice s .  
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t ime went on , les s  became nece s s ary ,  for 
arrived more regularly from the Uni ted S tates . 

The two dredge s , Nos 5 and 7 ,  each weighing ab out 4 , 000 
tons , were the l as t  to be put b ack into s ervi c e . No . 5  p r e s ented 
part icular ly d i f ficul t p rob l ems : i t s  p ond had to be drained and i t s  
hul l c leared o f  debris  which covered i t  t o  a dep th o f  more than 6 
feet When thi s  was done , however , it  was found that the dredge 
was s t i l l  qui t e  s ound . I t  b egan product ion again in February 1949 , 
s o  that for a t ime all  eigh t  dredges were working . 

I t  had been hop ed to make imp rovement s on s evera l dredges dur ing 
rehab i l i tat i on , but the cos t of changes and their  l ike ly p roduc t i on 
resu l t s  had t o  b e  c orre lated with a number of  other fac t or s , in­
c luding de livery t imes and the prob ab l e  l i fe of the dredges . 
Radical alterati ons there fore had t o  be re j ec ted . A few changes 
were made ; for examp l e , BGD went over to  integral ly c as t manganes e  
s teel  bucke t s  for the dredge s , becaus e the lab our c ontent i n  the s e , 
which l arge ly c aused price r i s e s , was re l ative ly low .  Del ivery 
dat es from the Uni ted S t a t es s tab i l i s ed more quickly than tho s e  i n  
Aus tral i a ;  par t ly for this reas on , and par t ly becaus e o f  s t andard i ­
s ation with orders  p laced through P lac er , BGD looked to the Uni ted 
S tates rather than to Aus tral i a  for dredge par t s . 

B GD dredging areas near Wau , Feb ruary 1949 
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BGD c ont inued t o  wi th the and j on 
the dredge s . Romanowi t z  ( 19 62 : 9 1) has s ugge s t ed that manufac turers  
of device s  c ould have s tandardi s ed r ather more in the 
f ac t ory , s o  that individual comp anies  could be s p ared c ons t ant 
exper iment . However ,  even under the very re gular c onditions at 
B ul olo , BGD c ons t ant ly had to vary o f  i t s  j and 
o ther gold - s av ing equipment in order to ensure the bes t  p os s ib l e  
recovery from day t o  d ay . I t  i s  d i f ficul t  t o  s ee how thi s  c ould 
b e  a l t oge ther avo i ded , for the c ondi t i ons under which gold l ies  
are  infini tely var iab l e . 

D ue t o  r i s ing c o s t s  in relat ion to  the s tab l e  o f  gold , 
which remained at the pre -war l eve l , BGD was unab l e  t o  p ay the 
pre -war d ividend of $ 3  on a $ 5  share . 1 S ome as s i s t ance was given 
when the C ommonwealth Government , in S ep tember 1947 , s us p ended 
the Gol d  T ax firs t intr oduced in 19 39 . Thi s  added abo ut 17 s Od 
per f ine ounce t o  the c omp any ' s  return s . 

D ur ing the financ i a l  year 1947 -48 s ix o f  the e ight wer e  
b ack in ope ra t i on , and gold t o  a value o f  $ 2 , 6 14 , 638  was recovered ; 
a d ividend o f  $ 1  per  share was acc ording ly dec l ared . Thi s  p roved 
to be the p o s t -war l imi t ;  though , in view of al l the f ac t ors  in­
volved , shareholde r s  c ould hardly grumb l e  at a f ac e  value of 20 
per cen t . BGD was forced to e l iminate 17  , 000 , 000  c ub ic yards o f  
l ow-grade o re s  from the e s t imated res erve s , b ut th i s  was eventual ly 
o ff s e t  by keeping the dredge s working , p ar t ly in  unt e s ted  gro und , 
for years beyond the i r  e s t imated l ives . 

No mat te r  what mea s ur e s  wer e  taken , however , c ont inued r i s es 
in ope rat ing c o s t s  gave increas ing concern t o  the c ompany . Labour 
c ould not b e  pre s s ed t o  rais e  produc t i on c ommen s urate  with c o s ts . 
BGD had t o  march with Aus t ra l i an c ond i t i ons , and early in 1948 a 
40 hour week and a 10  per  c ent increas e in b as ic wage rates wer e  
introduced s imul t aneous ly . 2 The result  f or No . 2  dredge , for 
examp l e , was a c o s t j ump from 5 . 9 p ence p er yard t o  7 . 5 6  p ence , 
c alculated for three monthly p eriods  be fore and a f t er the r i s e . 
I n  the 1948 - 5 0  wage r i s es c ontributed marke d ly t o  the 
shrinking margins for a l l  the dredge s , and d ir ec t ly af fec t ed 
the c lo s ing-down o f  No s 3 and 6 .  B GD us ed the c on s equent reduc ­
t i on o f  the l abour force t o  ge t r id o f  men who h ad been mos t  
voc i ferous i n  agi tation :  in 1 9 5 0 - 5 1 the l ab our t urnover was 44 
per cent . 

I n  ye ars a b onus s cheme was introduced and 
b etween 19 5 0  and 1 9 5 3  the average 

1 S tatemen t  t o  s hareho l de r s , 1 9 . 1 2 . 1947 . 

ind us trial  
the s e  measur e s  

p er r o s e  

, t h e  l ab our 
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33 per  c ent , s o  that  pos t -war produc t ion records were achieved 
wh i l e  dredges were ac tua l ly c los ing down . However ,  it was s een 
that once thi s temp orary p eak was pas s ed , prod uc t ion would dec l ine 
rap id ly . I t  was the ant i c ipated speed of thi s  dec l ine which led 
the management t o  the p os s ib i l it ie s  o f  diver s i fying into other 
branches of indus t r i al ac t ivi ty , in order to  make use of exi s t ing 
as s e t s . I 

1 
See Chap ters  1 7 = 1 8 .  



The per i od 1949 - 5 1  was expec ted t o  s ee a p o s t -war p e ak in dredge 
throughp ut and gold recoveries ; but the quantit i e s  of grave l hand led 
were lower than exp ec ted , while  dredge produc t ion was neither 
s imul t aneous nor c onstant , c omp ared wi th pre -war p er formanc e s . For 
examp le in November  1949 a maj or acc ident put No . 5  dredge out of 
ac t i on for more than two years . 

Thi s acc ident was one o f  the few avoidab le suffered 
throughout the who l e  of the company ' s  operation s  The dredge had 
been c lo s ed for an emergency repair  and t o  s ave t ime i t  was left  
in  i t s  dredging p o s i t i on b eneath an  excep t i onal ly high b ank , with 
i t s  lad der and s pud s (which ac t as s tab i l i s er s  when lowered) l e f t  

T h e  b ank c aved in , generat ing a huge wave which l i fted 
the dredge and over turned i t  c omp lete ly . Sheer luc k  p revented  any 
l o s s o f  l i fe . 

I t  was ful ly  insured ( for $ 1 , 200 , 000 , and for overhead charges 
for a maximum shutdown o f  one year ) , but mos t  o f  BGD ' s  remaining 
res erve s - s omething over twenty mi l li on dol lars in go l d  - l ay 
wi thin the r ange o f  the two deep digging dredge s , s o  s alvage was 
e s s ential  for the c ontinuation of the program .  Thi s  s a lv age , one 
o f  the few succes s ful operations of i t s  type in the wor ld , 
was a triumph o f  t echnic a l  ingenui ty . The dredge was upr i ght  
again in S ep tember 1 9 5 0 , but  recons truc t ion was de l ayed by s teel  
short age s c aus ed b y  the Korean war , and it  did  not  b egin produc ­
t i on unti l  February 1 9 5 2 . 

During the intens ive rehab i l i tat i on o f  1945 -49 , produc -
t i on inc reased s tead i ly , reaching a peak , when f ive or  
s ix dredges b o os t ed throughp ut t o  a pre -war level of  almo s t  
1 7  , 000 , 000 yard s . Thi s  phenomenal resul t i n  19 5 2 - 5 3  was he lped 
by a number of fac tors : the lab our force had been s tab i l is ed ; 
dred ge crews had gained exper ience ; and the highly equipped work­
shops could c oncentrate more on the remaining dredge s as  others 
c l o s ed down . Another s igni ficant influence was the introduc t i on 
o f  the bonus s ys t em ,  c alcul ated on throughput p er 
working group ove r  and above e s t imat ed average yardage . 

However ,  the 1 9 5 2 = 5 3  result  was fol l owed by a s udden dec l ine , 
as dredge s reached the l imi t s  o f  workab l e  ground . The s imul t aneous 
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operat ion of all dredge s .  reached i ts pos t �war peak in 1949 , and 
from then on Bul olo  was running down . 

Banks had exp lained to  shareholders as early as Dec ember 1947 
that mo s t  of the dredge s were approaching the margins of the ground 
for wh ich they had been de s igned , and that over the f o l lowing s ix 
o r  seven year s a l l  but the two deep diggers  wou ld be  c lo s ed d own . 
Meanwh i le , the value o f  the gold recovered , per c ub i c  yard dredged , 
was fal l ing much more quickly than had been ant ic ip at ed . F or the 
fi rs t year or two after the war it was over thirty c ent s , but by 
1950 it was nineteen c ent s . Average operat ing c os t s  were c on­
c omi tantly reduced from fourteen t o  t en cent s per  yard , desp i t e  
r i s ing wage s ;  but i t . was real i s ed that thi s  was t emp orary , and 
that  as more dredge s c lo s ed the overhead s for tho s e  s t i l l  working 
would mount . 

Thi s  was a c r i t ical s i tuat ion . In . the immed iate p re -war years 
the recovery in re l at i on to e s t imat e  had averaged ab out 96 per cent . 

Gold produc ti on in P apua -New Guinea , 1933 -55 , 
in EA lions ) 

(World gold p roduc tion p o s t �war ran at 
7 0-80 per c ent of p re -war figures ) 



Now , mos t  o f  the dredges were into which 
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had been l e s s  intens ive ly d r i l led in the 19 30s , so that there were 
v i o l en t  fluc tuations in compared to e s t imat e s . E s t imate s  
for each dredge had t o  b e  revis ed i n  the of rec overies , and 
the l i fe o f  e ach was c orre spondingly shortened a l i t t l e . Thi s  was 
an unpredic tab le fac tor ind ep endent of the of wage and 
o ther c os t s . 

Dredge No . l  was permanent ly c l o s ed in July 1949 , Nos  3 and 6 in 
May 1 95 1 ,  No . 8  in March 19 5 3  and No . 2  in Apr i l  19 5 5 . A number o f  
f ac tors  had t o  b e  c ons i dered be fore each c lo s ur e  dec i s ion was made , 
for the p o or ground in front o f  a par t icular dred ge might  be j us t 
a channe l s ep arat ing i t  from richer grave l s ; and overhead s were 
lowered as  maximum uni t s  were kep t working ; on the o ther hand , a s  
i t  b ec ame nece s s ary t o  c lo s e  dred ge s , i t  bec ame c orrespondingly 
more d i f ficul t  for the remaining ones to ' c arry ' thos e  with p oor 
rec over i e s , which might or might not t urn out to be t empor ary . 

The re sult  was that c losures , once they began , progre s sed 
quickly . The general working l i fe of the dredges had exc eeded 
B anks ' 1947 predic t i ons though overal l recovery had fal l en to 
14 . 9 1  c en t s  per  yard by 1 9 5 5 . 

As r e s erve s ran d own and dredge s s t opp ed , d iv idends fe l l  unt i l  
b y  19 5 5  they were s eventy- five cents a share . B y  1957  the  d ividend 
had fal l en further to f i fty cents , hal f  o f  whi ch was prov id ed by 
the t imber intere s t s . During thi s  peri od the c ompany dis tr ib uted 
the remainder o f  the amort i s at ion fund , amount ing t o  a total  o f  
$ 1 , 7 30 , 000 , o r  one - th i rd of  the total fac e  value o f  the shares  
i s s ued . 

Dr ed ge No . 7  c ap s i zed and s ank in May 19 5 6 , becau s e  o f  a 
fau l t  in d e s i gn .  I t  d i d  not warrant s a lvage , for No . 5  took over 
the res erve s origina l l y  al l ocated t o  i t s  twin . Thi s  extended the 
l i fe o f  the f i e l d , though at a reduced l eve l . No . 4 , t he las t o f  
the Bulowat dredge s , c lo s ed d own p ermanent ly i n  May 1957 . 

The d i s p o s a l  o f  i d l e  dredge s posed a p rob lem .  Nos 1 and 2 had 
reached the end o f  the ir working l i fe , and their  p ar t s  wer e  b roken 
up for tho s e  d redge s s t i l l  operating . D redges Nos 3 and 4 were 
b ough t  by S outh Ame r ic an mining intere s t s  shortly after they c lo sed 
d own: the s ec tionali s ing made them ideal for d i smant l ing , r emoval , 
and re -erec t i on . No s 6 and 8 s ti l l  l i e  anchored , s eeking buyer s .  
No . 6  i s  t o o  sma l l  t o  b e  u s e fu l  wi th the pre s ent  p r ice  o f  gol d  and 
l evel  of operating c o s t s . 

In the years s ince 1 9 50 s everal thousand tons o f  s c rap s teel  
have b een sold  to  J ap anes e  intere s t s  ( inc l ud ing the r emains of  
equipment de s troyed dur ing the war and otherwis e  uns a lvageab le ) , 
s o  that very l i t t l e  that i s  not working at Bulolo has b een was t ed . 

BGD that fur ther out le t s  for the , or the c ompany ' s  
s ki ll s , be  found in P apua -New Guinea . In 1 9 5 2 - 5 3  the 
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1 9 3 2  
19 3 3  
19 34 
19 3 5  
193 6  
1937  
1938  
1939  
1940 
194 1 
1942 
1947 
1 948 
1949 
1950 
195 1 
1952 
19 5 3 
1954 
195 5  
19 5 6  
195 7  
1958 
1 9 5 9  
19 60 
19 6 1  
19 62 

T ab le 3 

14 1 ,459 
1 , 3 3 5 , 000 
2 , 23 5 , 698 
3 , 3 68 , 997  
3 , 190 , 850  
3 , 585 , 9 7 5  
3 ,4 5 3 ,463  
3 ,874 , 08 5  
4 , 806 , 409 
3 , 935 , 022  

( t o  mid -Jan .) 2 , 354 , 644 
3 63 , 27 3  

1 ,  6 7 7  ' 7 63 
1 , 007 , 163 
1 , 238 , 68 7  
1 , 200 , 455 
1 ,  7 10 ' 716* 
2 , 52 3 , 479* 
1 , 085 , 955 

7 10 ' 7 64 
282  7454fa ' 
8 12 , 246 
2 29 , 7 29 
2 16 ' 8 7 6 tfatfa 2 2 2 , 2 24 
186 , 250  
2 15 , 9 27  

1 . 20 
2 . 10 
2 . 80 
2 . 90  
3 . 00 
3 . 00 
3 . 00 
3 . 00 
1 . 50 

1 . 00 
1. 00 
0 . 7 5 
0 . 7 5 
0 .  7 5  
1 . 00 
1 . 00** 
0 . 7 5 *** 
0 . 7 5 
a . so 
a . so 
0 . 40 
a . so 
a . so 
a . so 

* The produc t ion b onus scheme and the s tabi li s a t ion 
of labour c ond i tions enormous ly boos ted average 
yardages for the four or  f ive d redges s t i l l  
operat ing . 

** Di s tr ibut i on o f  $ 1 , 000 , 000 from amo rt i s a t i on fund . 

*** Furthe r  d i s t r ibut i on o f  balanc e ( $ 7 30 , 000)  o f  
amort i s at i on fund . 

# $ 5 00 , 000 was spent in 19 5 6  on dredge repairs  and 
s luic ing equipment . 

## F i gure s  for 1960 - 62 are not prec i s e ly c omparab le , 
becau s e  s ome cos t  fac t ors  p revi ous al l owed for 
have b een c onso l i dated with thos e for the t imb er 
venture . 



p os s ib i l i t i e s  o f  t in d redging in the Goodenough-Fergus s on I s lands 
area  were inve s ti gated but they were eventually abandoned as 
unec onomic .  A later s ear ch , as s is ted by P lacer and by the Admini s ­
trat i on , for c ommerc ial concentrat ion o f  nicke l  proved equally  
unpromis 

As recent ly as 19 60 BGD undertook a more thorough program o f  
the upp er Lakekamu for dredgeab le gravel s .  Mining by 

smal l - s c a l e  me thods had been spasmod ically pur s ued in thi s  area 
for fi fty year s , and it  was thought that gold in workab le quant i t ie s  
might  have b een shed on b o th s ides o f  the Bulolo -Lakekamu watersh ed . 
However , few hole s  showed value s  even above five cents per cub ic 
yard and thi s  suppor t s  the theories  for the enr ichment of B ul o l o  
advanced in the 1 9 30s , namely , that there i s  one maj or s o urce 
ar ound Edie , very limited in area , and that gold e l s ewher e  { for 
examp le , on the Wari a) whi l s t  widespread , c omes from a much p o orer 
and o lder granodi ori t ic formation . I f  thi s i s  s o , there i s  l i t t l e  
hop e  for the future o f  go ld els ewhere in New Guinea . 

I n  recen t  years , No . 5  has been the only dredge s ti l l  in  op era­
t ion , and i t s  yardage has increased enormous ly . In November 194 1 , 
for examp le , the dredge had re turned an average daily yardage o f  
6 , 4 2 3 ; b ut b y  19 5 9 - 60 thi s had been rais ed to 12 , 500 , even though 
the dredge was working in very heavy ground , of t en beyond i t s  
e s t imat ed l imit s .  Thes e  phenomenal re sul t s  alone kept the d redge 
running ; for by 19 62 average value s were down to about twe lve cents 
per yard . In  the c lo s ing days o f  dredging , there fore , BGD has b een 
fac ing up t o  a prob l em s imi lar to  that o f  the ear ly days , when 
great ly increased throughput had t o  c omp ens ate for poor  value s . 

As dec li ned , BGD devot ed more atten tion t o  s luic ing , 
whi ch had b een held in  reserve . The ground at Widub o s h , which had 
been c ons idered s ui t ab l e  for hydraulic ing' ; hlld b een original ly 
e s t imated  to c ontain s ome 2 1 , 000 , 000 cub ic yard s ; b ut as cos t s  rose  
thi s figur e  was wh i t t l ed down t o  1 6 , 000 , 000 yard s , and later  de­
c reased fur the r . Never the l e s s , s luicing o f fered s ome prospec t s  o f  
o f f s e t t ing  ove rhead s ,  and equipment and methods wer e  s imp le , s o  
l eading t o  l ow operat ing c os ts . 

Between 19 5 6  and 19 62 a lmos t  1 , 500 , 000 c ub ic yards o f  grave l 
were s luiced annua l ly , at a value p er yard varying between t en and 
a hal f and twe lve and a hal f cent s . In  s ome s ec t i ons the disposal  
o f  tai l ings increas ed c os t s . The Widub o sh area comp r i s e s  c omp le t e ly 
flat  l and s ome l i t t l e  d i s t ance from the r iver . Thus  the tai l ings 
had to b e  b o th washed d own and washed away as a 
The operat ion at  Widubosh , whi le adding app rec i ab ly to the t otal  
gold  rec overed as dredge s c lo s ed down

1 
neve r c ontr ibuted  a s  much 

as had been hoped to working p ro fi t s . 

1 
About 20  per  cent  on the s ide o f  
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P late  5 .  I nd i genous miner s  a t  Bul o l o  in the 
1960s 

Ab out 19 58 , o th e r  sma l l  a r e a s  wh ich had be en he ld in re s e rve 
were opened up for hydraulicing·� the old P ine Tops are a , and p a r t  
o f  B oo th ' s C l i f f s ide l e as e . But both o f  the s e  p roved unec onomi c , 
and had t o  be ab andoned . Thes e  are as had p roved une c on omic for 
smal l miner s  s ome years p revi ous ly and in r e c en t  year s ind i genous 
miner s  have moved in , be ing content wi th smaller returns . The ir 
me thods are very we l l  d i re c ted , wi th e l ab orate rac e s  in one or two 
p lace s . 

BGD ' s  go ld mining future now hinged on the c ont inuat ion o f  No . 5  
and the s luic ing a t  Widubosh . I n  1 9 62 there were thought t o  be 
ano ther twe lve or thir teen mi l l ion yards o f  grave l remaining in 
re s erve ; b ut No . 5  had t o  be ab l e  t o  hold toge the r  mechanic al ly , 
and t o  t urn in extreme ly heavy ground at  the end of  the va l l ey . 
C ompany c onfidenc e that means wou ld be found wa s  s uch that as 
recently as  19 6 2  heavy further exp endi ture ( s ome £ 5 0 , 00 0 )  was 
incurred in the d redge for future work . 



1 1 1  

However , dredging ended i n  1 9 65 and s i s  now under t aken 
mos t ly by smal l ind igenous p ro spec t or s . BGD ' s future now l ie s  in 
i t s  dive r s i fication into more permanent ac t ivi t i es . 

The p r ime mover s in the original proj ec t , Freeman and Banks , 
did  not l ive t o  s ee thi s ultimate dec l ine . F reeman res igned from 
the B oard becaus e o f  per s i s t ent i l l  heal th in February 19 5 2 , and 
died  shor t ly a f terward s .  He had b een of BGD s ince i t s  
inc ep t i on ; h i s  cons ervat i sm ,  bus ine s s  acumen , and many c ontac t s  in 
Aus tra l i a  had been inva luab l e , p ar t icular ly in the ear ly 19 30s . 

B anks had been b o th the comp lement and foi l t o  Freeman , for he 
supp l ied detai led technical  knowledge , as we l l  as  a s ense  of 
adventure wi thout which B ulolo  would never have been devel op ed . 
He bec ame p re s ident after Freeman ' s  death , after b e ing managing 
d i rec tor for thirty year s , and he was s t i l l  in o ffice  when he 
died  in S ep tember 19 6 1 . B anks ' c areer was notab le not only 
becaus e of his as s oc i at i on wi th P lacer and wi th BGD ;  during the 
war he had had a key pos i t ion as the London rep re s entative of the 
C anadi an Mini s try o f  Supp ly and Munitions , and in late r  years he 
was Lieutenant -Governor of hi s province o f  adop t i on ,  Br i tish 
C o l umb i a .  The dominant impres s i on he gave many p eop l e  was not 
h i s  c ourage or his fores ight or h i s  busine s s  drive , b ut h i s  kind ly 
d i sp o s i t ion : no  mean ep i taph in the risky and h i gh ly c omp e t i t ive 
wor ld  of mining . 

All the men p re s ent ly in charge have grad uated t o  their p os i ­
t ions thro ugh long s ervice  to the c ompany in more lowly c ap ac i ties . 
The p re s ident i s  J .D .  S imp s on , onc e  as s is tant manager on the f i e ld , 
a man who has known many years o f  sup erv i s ing and as s i s t ing in  
mining ope rat i ons . The managing direc t or , b as ed in Sydney , i s  
J .W .  Aus t in ,  who became involved with the c omp any i n  the 1 9 3 0 s  as  
local aud i t or o f  its  account s . H i s  tenure maint ains the t echnical/  
bus ine s s b al ance in  direc t i on from the t op , which Freeman had 
espous ed  in the embryonic  days of P lac er . The g eneral  manager 
in charge o f  day t o  d ay operations , A . E . Gazzard  ( ap p o inted i n  
1957  t o  r ep l ac e  Bergs t rand ) , began h i s  c areer with BGD in 19 3 6  a s  
an ord inary Aus t r a l i an art i s an . The only rea l  qual i f ic at ion s  for 
promo t i on wi thin the c omp any have b een devotion , demons t r ated  
abi l ity ,  and hard work . Thi s  augur s we l l  for  the  future as  
d iver s i ficatipn proc eed s . 



Chap ter 1 7  

F lying i n  t o  B u l o l o  from Lae , ai rc raft hug the we s t e rn h i l l s  in  
order t o  b ank into the  wind for  land ing . B e l ow i s  a s e a  o f  huge 
s traigh t  t ree s wi th white , b are t runks and t op s  resemb l ing a b o t t l e ­
brush . Thes e  a r e  the klinki i p ine s ( arauc ari a  sp ec ie s )  which have 
made p os s ib l e  the d eve l opment o f  a maj or t imber indus try a t  Bulolo  
s ince the war . They are confined in c ommercial  number almo s t 
exc lus ive ly t o  the Bu l o l o  Val ley , though there i s  a smal l s tand 
in the region o f  the J immi River . Gene ra lly as s oc iated wi th 
kl inki i is ano ther spec i e s  o f  ( cunninghami i ) , popularly 
known as  the hoop p ine . B o th spec ies  grow at al t i tud e s  of  two t o  
four thous and feet . 

The f i r s t  s er i ous app roache s  t o  mi l l ing the B ulo l o  t imbers  were 
frus trated by the ab s ence of transp ort . I n  add i t ion , o fficial  
intere s t  was c oncentrated on  mining deve l opment . In  19 3 1 , Duns t an , 
the C ommonwea l th C ommi s s i oner , c a l l ed for a rev i s ion o f  the 1922  
T imber Ordinanc e , to  promote and s afeguard deve lopment , but the 
Ord inance was not rec ons idered unt i l  19 35 , when s ub s tant ial  
Aus t ra lian timber interes t s  intervened . 

A new Timber Ordinance was legis lated in 19 3 6 , and i t  remained 
in force t i l l  after the war . Thi s  l aid down ·-s tr ingent c ond i t ions 
for t imber exp loi tat i on , and gave new defini t ions of ' l i c ence ' and 
' p ermi t ' :  a permi t now governed the commerc ial  extrac t i on o f  t imber , 
c onferr ing exc l us ive r ight s  to  remove t rees  from a de f ined area , 
with a t en year t ime l imi t ;  extens ions were t o  be  at the d i s cret i on 
o f  the Adminis trator and d ep endent on c omp l i anc e wi th o ther c ond i ­
t ions . The area t o  which permi t r i ghts  c ould be s ought was made 
unl imi ted , though royal t ie s  were fixed at 2s Od p er 100 s up er feet 
for p ines , and 3 s  6d per 100 super feet for c edar . C ommerc i al 
intere s t s  were thus g iven the p rosp ec t of acce s s  to  s ub s t ant i a l  
s t ands o f  t imb e r , and the Admini s trat i on was g iven greater c ontrol 
over the manner o f  working t imber c onces s ions , p ar t icul arly  wi th 
regard to reaf fore s tat ion . I 
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Shortly bef ore the war the total o f  availab l e  in 
the Bulolo  Val l ey was e s t imated at about 5 00 mi l l ion super feet . 
O ther c ommercial  var ie t i e s , red cedar , gave an add i t i onal 
50 mi l l i on s uper feet . Of this quanti ty ,  however , 300 mi l l i on sup er 
fee t o f  p ine were nat ive owned , and there fore c ould no t be  al l oc ated 
under the Ordinanc e . On the eas t s id e  o f  the r iver 10 , 000 acres , 
c ontaining about 1 3 5  mi l l i on sup er feet , had been from the 
nat ive s : in 1938 thi s  was adverti sed for a l l o tment by tender , 
but the many s ubmi s s i ons were made out on s uch d iver s e  b as e s  that 
it p roved imp os s ib l e  to make a dec i s i on . In the s ame year the 
C ommonwea l th Government announced p lans to bui l d  a road from 
Salamau to make export o f  t imber prac t i c ab le ;  tho s e  acquir ing 
t imber r i ghts  were t o  be given two years grace in c ons equenc e . But 
by the time the Paci fic war broke out thi s  r oad p ropos al h ad p roved 
as much a chimaera as that o f  19 28 . 1 

The bui l d ing o f  a r oad b e tween B ul o l o  and Labu during the war 
removed a maj or impediment t o  the t imber indus t ry . Mi l i t ary s aw­
mi l ls produced s ome 80 mi l l ion s uper fee t o f  s awn t imber , and thi s  
spurred o n  Aus t ra l ian intere s t . There was intens e c omp e t i t i on 
be tween r ival Aus tralian c oncerns for t imber p ermi t s , but al l 
app lications  were d e ferred , pending the determination o f  an o fficial 
deve lopmental  p o l icy . In May 1946 the F ores t ry S ecret ary , 
J . B .  McAdam , recommended (Ligertwood 194.8 -49 :  4)  that a ll exi s ting 
app l icat i ons be re fused , and that future c once s s i ons be a l lot ted 
by t ender . That at Bulolo , he fe l t , shou ld c ont ain spec i fic 
provis i ons for reaffore s t at i on , and for the e s t ab l i shment in the 
val l ey of a p lywood mi l l :  by the l at ter he hoped ' to e f fec t the 
indus trial  educ at ion o f  the native s ' .  

At about the s ame t ime the chai rman o f  the Aus tralian P lywood 
Manufac turers As s o c i at i on s ugges ted to the P r ime Minis ter that a 
j oint undertaking by the Government and the manufac turers  would b e  
the b e s t  method o f  deve l opment ; though h e  wanted the l og s  t o  b e  
b r ought t o  Aus tra l ia t o  b e  turned into veneer s  under a c o -operat ive 

s cheme . 

A C ab inet s ub -c ommi ttee , formed in July 1946 , s e t  up a P lywood  
Advi s ory P ane l , which drew toge ther government repre s enta t ive s ,  
p lywood manufac ture r s , and del egate s  from t imbe r  and furni ture ­
manufac tur ing uni ons . I n  March 1947 thi s  p anel s ubmi t ted a s cheme 
whereby the B u l o l o  t imber woul d  be  extrac t ed and proce s s ed by a 
j oint c omp any in which the Government would hold  5 1  p er c ent of  
the  share c ap i tal , wh i l e  the  o ther 49 per  c ent woul d  b e  hel d  by a 
s eparate c omp any to b e  formed for the purp o s e  by a c ons or t ium o f  
Aus tral i an t imber interes t s . However , i t  was fe l t  i n  o f f i c i a l  
c i rc le s  t h a t  s uch an organi sati on woul d  be  too  cumber s ome t o  

S e e  H .  o f  R .  D eb at e s , 23 . 9 . 19 5 8 , V o l . 157 : 1 3 2 . 
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func t i on e f f i c i ent ly . I t  was then proposed that d eve lopment be  
l e f t  ent i re ly t o  p rivate enterpris e . 

In  Oc tober 1947 the Minis ter adop t ed McAdam ' s  sugge s t ion that 
the C ommonwea l th a l ly i t s e l f  wi th BGD . BGD had had years o f  local 
t imber -mi l l ing exp er ienc e , it  had a high reput at i on for e ffic i ency , 
and i t  owned a great deal o f  p l ant and fac i l i t ies  ( e . g .  p ower 
s tations ) which c ould be  integrated wi th requirement s  for p lywood 
manufac turing . Such an arrangement would p re s erve the original 
c o - operative p r inc ip l e , whi l e  ensuring easy c onsul t a ti on and smooth 
organi s at i on . 

Thus C ommonwea l th New Guinea T imbers  was formed , and i t s  s truc ­
ture was eventual ly acc ep ted by two government s which held 
d i ame t r ic a l ly opp o s ed economic phHosophie s . The •.Ghif leY.·' Lab o r  
Government favoured a s oc ial i s t  en terpr i s e and wanted a p r ov i s i on 
whereby the government would buy out BGD af ter a spec i fied  p er i od . 
B ut they were under p re s sure t o  relieve a chronic short age o f  
t imber f o r  the Aus t ra l i an market , and BGD a l ready p o s s e s s ed 
machine ry , s t af f , know-how and anc il lary fac i li t ies  which woul d  
have b een expen s ive and d i fficult  t o  bui ld up independ ently . 

The succ eed ing Liberal Government c ompromi s ed in much the s ame 
way , from the opp o s i t e  s id e ; for their Mini s ter would have pre ferred 
d evelopment by private enterp r i s e . But the Liberal s  wer e  led , a s  
their p redec e s s or s  had b e en , to the c oncep t ion o f  a j o int c omp any 
wi th BGD , by the sheer economi c s  o f  the p ro j ec t . 

When Labor l e ft o f f  i c e  in December 1949 only the general  p r in­
c ip le s  had been dec ided . B anks had arranged for logs to  be t e s ted  
for  thei r  pee l ing and b onding p rop erties  by MacMi l lan I ndus t r i es 
L imi ted o f  Canada - the fir s t  o f  many ins t ance s  i n  which BGD ' s  
experience and contac t s f ac i l i tated matter s . Meanwh i l e  the d e t ai l s  
o f  the agr e ement had t o  be thrashed out wi th the new L iberal admini s ­
trat ion :  c o s t and p ro f i t  pro j ec t i ons and d ivi s i ons , the s ource and 
l eve l o f  c ap i tal i s at ion , the machinery that would be required , 
t ransport arrangements , direct  as s i s tance by BGD t o  the new c ompany , 
the cuts  o f  t imber that would  b e  a l l owed annua l ly , and s o  on . 

C ab inet g ave app rova l t o  Head s o f  Agreement for the j oint c om­
p any in Decembe r  1950 . The fol lowing year was t aken up wi th 
t echnic a l  inve s t i ga t ions : for BGD would not c ommit i t s e l f  unt i l  
al l the fac t s  were known . 

There was a fee l ing in s ome government c irc l e s  that BGD had 
b een s at  the l e ash  t o  get into partnership wi th the 
C ommonweal th . Thi s  was far from being s o . BGD had reached the 
peak of pos t -war go ld p roduc t i on and , although the prospec t of a 
run-down was b eing faced , the operat ion o f  a p lywood fac tory hard ly 
s eemed to o f fer pro f i t s  c ommensurate with thos e  in mining or wi th 
the r i sks invo lved in into s omething new and unt r i ed . 
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Moreover , there was s erious opp o s i t ion wi thin the t o  
BGD 1 s p ar t i c ipation in the venture . Queens l and t imber interes t-s , 
who s e  hoop re s erve s were l ow ,  c ommanded a good deal 
o f  p o l i t ic al s uppo r t :  and l ong that S tate , w i th a big turnover 
of labour and a s trong s ens i tivi ty t o  the economic b ar ome t er , 
dec ided the fate o f  government s .  Opp o s i t i on was s o  that 
as l ate as  1958 , when the p lywood fac t ory was an e s t ab l ished 
succes s ,  a Q ue ens l and s enator and Government support er , R .  Kenda l l , 
imp l ied in the House  that h i s  agreement  had been won in 1950  by an 
as surance that veneer and very l i t t le p lywood would be sent t o  
Aus tral i a . 1 

I t  was fel t , too , that BGD should no t have a monopo ly o f  the 
Bul o l o  t imber , but BGD would not p ar t ic ipate wi thout a guarantee 
of the minimum cut nec e s s ary for economic veneer p roduc t ion . 
Fores try o f f ic ia l s  had dec ided a s  an ini t ial precaut ion that the 
cut  could not exceed ten mi l l i on sup er feet ( on McAdam ' s advi c e , 
to  ensure regenerati on) , and thi s  s e t  an uppe r  l imi t t o  the 
economi c s  o f  the p r o j e c t .  BGD then ins i s ted that the p rop o s ed 
p lywood fac t ory have thi s cut  avail ab l e , and thi s  s e t t led the 
i s sue . Acc ording to  e s t imates  at  the t ime , the Bul o l o  t imber 
would support  only one c ommerc i al operat i on . 2 O ther interes t s  
were t o ld that  i t  would take at least  five year s of  re s earch to 
as s e s s  p robab le  regrowth rates more accurat e ly . Thi s  might then 
al low for another organi s a t i on ;  but BGD was we l l  aware that their 
fac to ry would be in p ro duc t i on , and that i t  was that any 
sub s tantial  Aus t r a l ian c oncern would later b e  inter e st ed in the 
gleanings . 

The technical  aspec t s  o f  inves t igati on for the p lywood fac tory 
were le f t  mainly t o  BGD , though the re was c lo s e  l i a i s on wi th 
government  and c o s t s  were shared . Inve s t i gation s  during 1 9 5 1 -
months b e fore an agreement was formal ly entered into - c overed 
the p rac ticab i l i ty of l ogging , the s e lec tion of fac tory equipment , 
and a c lo s e  ana ly s i s  o f  cos t and p ro f i t  p ro j ec ti ons . I t  app eared 
that a very s ub s t antial  market exi s ted in the Uni ted S tates , where 
a p rod igiou s  p o s t -war bui l ding boom had c aus ed serious  shor tage s 
o f  bui ld ing mater i a l s  ( e spec i a l ly p ly ,  which had been in favour 
s ince the 19 2 0 s , and had forced up price s . In add i tion , the demand 
for  p ly with in Aus tralia  great ly exceed ed the supp ly , and there was 

S enate D ebates , 2 5 . 2 . 19 5 8 , V o l . S . 12 : 1 8 - 1 9 . At  that t ime the 
Queens l and p ly indus t ry was beginning t o  fee l the p inch , c aused 
p ar t ly by out -d ated method s . There was a l s o  s ome hos t i l i ty in 
New Guinea . As late  as  Apr i l  19 5 2  NGG management prot e s t ed 
angri ly t o  the v i s  Federal Minis ter for Works ab out BGD ' s  
' p o s i ti on ' . 
2 

S imp s on t o  Godden , 2 . 10 . 19 50 . 
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no prospec t o f  detriment to the Aus t r a l ian indus t ry for a c ons ide r ­
ab l e  t ime i f  impor t s  were a l lowed t o  c ontinue o n  a l arge s cale . l 

Nevertheles s , i t  was rea l i s ed that a fac tory in New Guinea would 
have to be exceptionally  e ff ic ient to s e l l  i t s  produc t s  in foreign 
marke t s  wh ich a lready had local  and more experienced  supp l iers . 
Produc t s  would have to  be  o f  high quali ty and the mo s t  modern 
equipment , l ay-ou t  and c oord inat ion in p roduc t ion woul d  b e  needed . 
The mo s t  searching advice from the l ong e s tab l i shed p ly c entre s 
was there fore s ough t . 

In  Apr i l  19 5 1  BGD , through the agency o f  Banks and P lacer , 
s ec ured the s ervi c e s  o f  a C anadi an exp er t , J . D .  G i lmour , t o  rep or t 
on l ogging . At  the s ame t ime the c ompany was in t ouch wi th P aul 
S av idge of Indus trial  Engineers and Contrac tors  I nc . of Washington , 
one o f  the foremo s t  c onsul tants on p lywood manufac t uring . When 
Gi lmour ' s  r eport  and further t e s t s  of logs proved to be highly 
favourab le , p lans for  an up - to -date mi l l  and p ly fac tory were 
drawn up . C oncurrent ly , the original Heads of Agreement wi th 
government were revi s ed . B e fore the midd l e  o f  19 5 2  BGD was ab l e  
t o  take t o  i t s  shareho lders , and the Government t o  P ar l i ament , 
prec i s e  detai l s  o f  incorp orat ion . 

The New Guinea T imber Agreement Ac t (No . 40 of 19 5 2 )  p as s ed 
through P ar liament and was approved in June 19 5 2 . Thi s  e s t ab l i shed 
C ommonweal th New Guinea T imbers Limi ted as  a private c omp any formed 
t o  deve lop the t imber res ource s  o f  the Bulo l o  Val ley , p r ima r i ly by 
operating a p lywood fact ory . A frac t i on over 50 p er c ent o f  the 
shares  were to be held by the C ommonweal th , and a frac t ion under 
5 0  per  c ent by BGD . The b oard o f  direc t or s  was t o  c ons i s t  of  two 
C ommonweal th and two BGD nominees ; in the event o f  f inal d i s agree ­
ment between the two s ide s , the b oard was t o  ac t as d i rected  by 
the C ommonwea l th ( the chairman was to  be  e lected from amongs t  the 
four ) . The b oard was to c ontr o l  general p o l ic y , and to appoint 
c ommercial  management . ' Unti l  suitab le al ternat ive arrangements 
had b een mad e' B GD was t o  p r ovide CNGT wi th s to re s , s ervi c e s ,  p ower 
and acc ommodat i on - this p aved the way for l ater arrangement s whi ch 
virtua l ly fus ed the two c omp anies in  thes e s phere s . On i t s  s ide 
the C ommonwealth , apart from t aking respons ib i l i ty through maj or i ty 
shareho lding , undertook t o  keep the Lae r oad traf fic ab le , and ' to 
us e i t s  b e s t  endeavour s ' t o  c omp le te b ridge s· over the Markham and 

1 
Aus tralian T ar i f f  B o ard Rep or t , C . P . P .  No . 89 / 195 1 -5 2 : 1 2 . B y  

195 2 , there was a l e s s ened demand for p ly in Aus t ra l i a ; but this  
was at tributed large ly t o  the p oor qua l i ty and high pr ice  of  the 
Aus tralian p ro duc t (C . P . P . No . 159/ 195 2 -5 3 : 19 - 20 ) . By that date , 
o f  c our s e , CNGT was already in exi s t enc e , wi th s p ec i fi c  p rovi s i on 
for ac c e s s  t o  the Aus t ra l i an marke t . 



Mumeng be fore p ly p roduc t ion began . (In  fac t , the s e  things were 
not done as  they s hould have been . ) In addit ion i t  was wri t t en 
into the Ac t ( S e c t . that ' The as surance o f  the supp ly t o  the 
Aus tralian mar ke t  o f  p lywood . . . i s  fundamenta l  to thi s  Agreement ' .  

CNGT was t o  b e  a l l owed t o  c ut at l ea s t s even mi l l i on super  
fee t  o f  hoop and klinki i after two years ; and thereafter  no t more 
than twelve mi l l i on s up er feet in any one year . The Adminis tration 
was t o  rece ive c ont inuing roya l t i e s  and during the fi r s t  f ive years 
add i tional r oyal t ie s  at  four shi l l ings per 100 s up er feet wer e  t o  
b e  p ayab le o n  the and two o ther spec i e s . 

In 195 2 the L iberal Government was s t il l  embarr as sed  by i t s  
as s oc ia t i on with a p rivate c ompany i n  a venture des i gned t o  make 
p ro f i t s  out o f  New Guinea ' s  t imber . Intr oduc ing the s ec ond reading 
o f  the Agre ement B i l l  in Par l iament , the Mini s te r  f or T err i tories , 
P . M . C . Has luck , emphas i s ed that the arrangement was c on fined t o  
the Bulolo  Valley , and that amp le  p rov i s ion would b e  made f o r  the 
regenerat i on o f  the fore s t s . In thi s  way C NGT would b ene fi t  b oth 
Aus tral i a  and New Guinea by forming a permanent nuc leus o f  devel op ­
ment and c ommuni ty l i fe . ( I n  o ther c olonie s  in days gone by thi s  
was known a s  ' the dual mandate ' · . )  In 19 5 2  i t  was pos s ib l e  t o  be  
s anguine about indefini t e  future prosp ec t s  for  C NGT . The Govern ­
ment gave no under taking beyond ten year s ; but the Mini s te r  made 
it  c lear that there was in view a quanti ty of  500 mi l l ion s up er 
feet t o  b e  cut ove r  f i fty year s . I n  add i t i on ,  i t  was s t ated tha t  
a s econd cutt ing cyc l e  o f  years ' woul d  be  l ooked upon f avour -
ab ly ' . C onfidence o f  this  order in the future o f  c o l onial government 
was perh ap s  inapprop ri at e , but the Mini s te r  argued that the indus ­
t r i e s  of New Guinea and Aus tra lia  wer e  indi s t inguishab l e :  ' New 
Guinea ' ,  he s aid , ' is Aus t ra l i a . '  

The arrangement  wi th BGD was j us ti fi ed at c ons iderab le l ength . 
The Mini s te r  describ ed BGD as ' hard -headed ' ,  ' pr ac t ic a l ' ,  ' we l l ­
organi zed ' ,  and ' experienced ' and s aid the C ommonwea l th was as sured 
of a l ong and s t ab le b us ine s s as s oc i at i on . 1 The former Mini s ter , 
Ward , argued that the Chi fl ey Government had ins i s t ed that any 
agreement should inc lude  prov is ion for the buying out o f  BGD a f ter 
' a p er iod of year s ' ;  but  they c an s c arcely have exp ec t ed BGD to 
p ar t icipate  on s uch a b a s i s . He was on r ather s tronger ground in 
c l aiming protec t i on for the Aus tralian veneer indus t ry , for c ond i =  
t ions had changed s ince the c oncep t i on was firs t forme d . On the 
o ther hand , the T ar i f f  B oard had from the b eginning s een no threat 
t o  Aus t r a l i an indus t ry for a l ong t ime from the imp or t a t i on o f  
p lywood . Moreove r , CNGT s e t  out t o  p rovide a d i ffe rent and b e tt er 
p ly , which in the l ong run c ould only b ene f i t  Aus t r al i a . 

H o f  R .  D eb at e s , 29 . 5 . 19 5 2 , V o l . 2 17 : 1088 - 9 3 . 
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Ward al s o  obj ec ted s trongly to  a provis ion in the agreement 
(S e c t . 14) that the C onnnonweal th could repay by s ub s idy up to the 
ful l amount of cus t oms duty on p ly imp orted from New Guinea into 
Aus tralia . l But there were already too few a s s urance s  o f  thi s  
kind t o  encourage the found ing o f  indus tries  i n  New Guine a , and 
the c ountry had suf fered , and was to suffer s t i l l , from a genera l ly 
protec t i oni s t  at t i tud e  t owards Aus tral i an indus t ry . The prov i s i on 
was permi s s ive and no t mandatory , for acc e s s  to marke t s  in Aus tra l i a  
had been granted . 

During 1 9 5 2  BGD s e t  out t o  ens ure that , by using the late s t  
method s and a l ay - out p lanned for e ffic iency , the p lywood fac tory 
woul d  b e  ab le t o  c ompete  on the Aus tralian and U . S . market s .  
Meanwhi le , in 1950 - 5 2  the venture into p lywood manufac t ur ing had 
begun t o  as sume much greater imp or t ance for BGD than had ini t ially  
been admi t t ed . As  has b een descr ibed , the  d redge s were  fai l ing 
and recovery in relation to e s t imates  had dec lined far more d ras ­
t ical ly than had b een expec t ed . D iver s i fication was e s s ential  and 
f i tted into a pat tern o f  expanding intere s t s  b e ing d eve lop ed by the 
parent P l acer  group , whi ch had p lanned for another s ub s idiary to 
enter the c oal  prod uc ing and export bus ine s s  in Aus tral ia . Pos s ib i ­
l i t ie s  on the fringe o f  mining were c ons idered : for examp l e , 
quant i t ie s  o f  c onnnerc ial  market ab le mic a  were found in the 
d ' Entrecas teaux I s lands to the s ou th -eas t ,  and BGD had expert  
inve s t igat i on o f  qual i t i e s  and pos s ib le returns be fore dec id ing 
agains t deve lopment . 2 

However ,  BGD was inf luenc ed mainly by the p o s s ib i l ity o f  s us t ain­
ing wha t  had been bui l t  up over such a long period in the val l ey . 
Recogni t i on that the prolongation of  gold -dredging and the spe ed 
and degree o f  d ive r s i fic ation were interd ependerit b rought Char les  
B anks t o  Aus t ral i a  again e ar ly in 19 5 2 . After d i scus s i ons wi th 
P l acer and BGD o ff i c i a l s  on the d ivers i ficat ion propos i ti ons (mainly 
p lywood and coal ) , he went on to Canb erra where his s t anding as 
Lieutenant -Governor o f  B r i t i sh C ol umbi a ,  and hi s contac t wi th 
government leaders  fac i l i tated c ons ultation . B anks s aw b oth the 
Minis ter for Terr i tories , Has luck ,  and the P r ime Mini s ter , Menz i e s . 
The P r ime Minis ter had c aus ed BGD a l i tt le emb arras sment i n  February 
19 5 2  by a rather p rema t ure announcement on CNGT , b e f ore the share ­
holders o f  BGD had b een consulted . B anks ' v i s i t  f inal i sed the 
arrangement ,  and a s sured the C onnnonwealth Government that the 
p lywood b us ine s s  was , in BGD ' s  eye s , of  fundamental imp ortanc e . 
B anks s ough t c l ar i ficat i on o f  future provi s i ons for the p lywood 

H .  o f  R .  Debat e s , 4 . 6 .  1 95 2 , Vol . 2 1 8 : 1 4 1 3- 1 6 . As wi l l  be s een , 
the cus t oms provi s i on wa s later t o  cause BGD shareholde r s  f inanc ial  
embarra s sment . 
2 

Although good , the mic a  was o f  the ' green ' vari ety , whe reas the 
' ruby '  type  was general ly more favoured . 
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, and h i s  influenced the wide 
undertakings which the Minis ter made . 

Whi l e  BGD ' s  o f fered t o  the c ompany , i t  
al s o  ent ai l ed heavy re spons ib i l i t ie s  in re turn 

It was no t easy for a 
holders accus t omed to  the enormous dividends from 
fac e  up t o  the more pedes trian level  - inc 

smal l  

t i on o f  the ir holdings - which diver s i fic a t i on p romi s ed On the 
other hand , s omething was b e t ter than nothing : b ec ause of the 
bui ld -up o f  amort i s ation reserves and the s avings t o  b e  gained 
from the emp l oyment of  f ixed as s e t s , BGD ' s  c ontrib ut ion t o  CNGT 
made surpris ingly l i t t l e  dent in the c ompany ' s  f inanc e s . S l ight ly 
le s s  than hal f o f  the c ompany ' s  amort is ation re s e rve ( $ 3 , 433 , 507 
in November 19 5 2 )  was s e t  as ide to BGD ' s share o f  CNGT ' s  
c ap i t al . 

Once expert  repor t s  were in , the des ign o f  the fac tory t o ok 
only a mat ter o f  months , and c ons t ruc t ion began in March 19 5 3 . 
I t s c omp l e t i on within the t en months was a remarkab l e  achievement 
in view of the s i z e , nove l ty and i s o l a t i on o f  the p roj ec t . I t  was 
o f f i c i al ly opened by the Minis ter for T err itories on 26 January 
19 54 . Shap ed l ike an aircraft hangar , the fac tory c over s  mor e  
than four acre s , inc l ud ing areas f o r  admini s trat i on and f or the 
s t orage of cut logs . The ent ire bui lding depends on beams , j oints 
and s trut s o f  l oc a l  s o ftwood . The fact ory was des i gned to  produce 
40 mi l l i on square fee t  o f  p annua l ly , on a 3/ 16  inch thicknes s  
b as i s :  this  was almos t 50 per c ent ab ove what c ould b e  exp ec t ed 
from the author i s ed c ut o f  10 mi l l ion s up er fee t of pee ler logs a 
year . 

The produc t i on f l ow l ine through the fac tory has been recogni s ed 
by vis i t ing exp e r t s  a s  a mode l o f  i t s kind . I The me thod s o f  p r o ­
duc t i on made C NGT c onfident about i t s  p rospec t s  o f  b reaking i nto 
e s tab l i shed marke t s . Al though there were fur the r  outbur s t s  o f  
prote s t  b y  Aus tra l ian intere s t s , 2 CNGT p roduc ed exc ep tional p ly .  
For examp le , the Aus t ra l i an indus try in the ear ly 19 50s  p roduc ed 
no rea l HMR p lywoo d . I t s  glues  were p oor , and i ts qua l i t y  c ontr o l  
was uneven , as  t h e  T ar i f f  B oard i n  Aus t ra l i a  rec ogni s ed . Moreover , 
the Aus tralian indus try us ed c o ld p re s s  methods - o f ten only 
c l amp s - to b ond the veneers ,  whereas CNGT intr oduc ed machinery 
us ing control led pre s s ures  and temp eratures .  CNGT ' s  advant ages 
wer e  p ar t ly ac c ident al , for kl inki i is ideal timber for p ee l ing 
and for fac ing p i t  has fibre s  (which give s great c ro s s -
grain s trength ) , i t  i s  p ar t icular ly dry ( faci p r oc e s s ing) , 

1 
e g .  see  Lembke 19 5 8 ; al s o  H a l l  195 9 : 3 2 -3 . 

2 
e . g .  S enator Kenda l l , on p 1 1 5 0  
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and i t  has an unc lutt ered appearanc e , wi th a lmo s t no na tural 
feature s (which makes it  suit.ab le ttor the impre s s ing of o ther 
patterns ) .  

One o f  the ob j ec t s  o f  BGD ' s  p ar t icipat ion had been t o  provide 
an out l e t  for i t s  emp loyees as go l d-dredging ran d own . Acc ord ­
ingly , s enior BGD men were s ent on a f ive month s training c our s e  
i n  the Uni ted S t ates  to  f i t  them for management pos t s  wi th CNGT . 
O ther emp loyees who were becoming redundant were al s o  s iphoned o f f  
a t  l ower l eve l s  f o r  more routine t asks . Few over s e as exp e r t s  have 
been recruited . J .  S neddon , who had c ome to BGD in a l owly c apac ity 
in the 19 30s , has managed the fac t ory for a number o f  year s , whi l e  
the c ompany h a s  a ful ly qua l i f i ed grad uate secre t ary a l s o  l oc ated 
at Bulolo . B e c ause  the c omp any i s  regis t ered in New Guinea a l l  
c omp any meet ings h ave t o  be  he l d  at Bulolo , and t h i s  ens ures  
regular c onsul tation wi th tho s e  engaged in p roduc t i on , desp i t e  
other p re s s ur e s  o n  b o th the private and government members  o f  the 
Board . Contr o l  is there f ore not as remote  as  the c ons t i tut i on o f  
the c ompany might make i t  appe ar :  thi s  avo ids one o f  the wors t  
faul t s  o f  o ther Aus t r a l i an under takings i n  Papua -New Guine a . 

The balance o f  lab our has , never the le s s , p re s ented CNGT wi th a 
prob l em:  for wh i l e  Europ eans have b een s ucc es s ful ly trans ferred 
of recruit ed into the p lywood fac t ory , thi s has meant a c o rrespond ­
ing exc lus ion o f  nat ive s . McAdam ' s original hop e s  for nat ive 
educ at i on have not b een j us t i fied . By 19 62 CNGT emp l oyed about 
ninety Europeans and 400 na t ive s ; but the tasks given the nat ive s 
were ne i ther respons ib le , nor l ike ly to g ive s ki l l s  u s e ful for 
any thing o ther than the s ame routine fac t ory tasks . At the s ame 
t ime , CNGT had s t ead i l y  reduced the number o f  Europ eans , s o  that 
i t  was p os s ib l e  t o  find a native operat ing the deb arking machine , 
whi le a European c arried out the dreary mechanical  t as k  o f  winding 
the veneer from the pee l ing machine on to ro l ler s . The emp loyment 
o f  Eur op ean women ( on shor ter hour s )  t o  s or t  the veneers b e fore 
their as s emb ly was at tacked by C lyde C ameron , M . P . , in 1 9 62 ; but 
the c ompany c laimed tha t the accurate marking o f  the sheet s  and 
the keep ing of t a l l i e s  demanded more education and d i s c r imina tion 
than · the nat ive s i t  emp l oyed p o s ses sed . 

Overheads would be reduc ed i f  CNGT were to  di spens e wi th 
Eur opeans and emp l oy only natives at l ower rates , b ut exp erienced 
c ontrol of produc t i on mus t  be p aramount , for i t  wou ld . be p oint l e s s  
f o r  New Guinea a s  a s e l f- supporting s ta te t o  inherit  an indus try 
which had b een des troyed by incompe tence . Moreover , opp o s i t i on 
o f  the Aus tralian trade s uni ons t o  kl inki i ply has c entred on i t s  
p roduc t ion b y  ' cheap nat ive lab our ' , and the emp loyment o f  a pro ­
p or t ion of  Aus t r a l i ans at  inflated wages  has he lped t o  c ounter this 
c r i t i c i sm and mi t igate opp o s i t i on to the exp or t  o f  p lywood to  the 
very important  Aus t ra l i an marke t .  
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CNGT has func t i oned for a new venture . In  
the first  ful l year - ended - the of all  
l ogs at  Bulolo  was more than four teen mi l l ion sup e r  feet , and the 
p lywood prod uced  amounted to , , 9 18 s quare feet , on a 3/  
inch bas i s . Thi s  p roduc tion was in a way exc ep t i onal , f o r  the 
quo t a  of t imbe r  whi ch could b e  had b ui l t  up from the 
p revious ye ar . In the f i r s t  year of operations , C NGT showed a net 
p ro f i t  of £ 169 , 690 , after provid ing for of fixed 
as s e t s  of  £ 10 1 , 3 0 6 ; the year the t he l d  up , 
and a d ividend o f  5 p er cent  was dec lared , share 
£37 , SOO . 

The s e  resul t s  were excel l ent , but BGD , accus tomed to  the higher 
returns from mining , was d i s sati s fied and began t o  s eek new ways 
o f  extend ing the i r  t imbe r  interes t s . As throughput was control led 
by the cut  of t imber a l l owe d , the only s o lution was t o  find more 
t imber out s id e  the B ul o l o  are a . 

Klinki i ,  on which the p ly indus try was b ui l t , did not 
occur e l s ewhere , and e arly in  195 6  the management c once ived the 
idea o f  rep lac ing the uns een midd le  core of  CNGT p ly with a veneer 
made from another t imbe r . This promi sed to  s p in out produc t ion by 
up to 50 p er c ent . The klinki i had proved s o  amenab le that it  was 
p o s s ib le to fine d own the b acks and fac e s  s l igh t ly , and make a 
c orresponding increas e in the thicknes s  o f  the ' co re ' . ( In fac t , 
the fac tory would in any case  have b een forced t o  thi s  recour s e , 
f or the s ub s t itute t imbers whi ch were found e l s ewhere p roved extra-

dif  ficul t t o  p ee l , and t o  thinly . )  
As  long as  ,qual i ty c ontrol  remained not spo i l  the 
s trength or appearance of the p ly .  

In 1 9 5 6  BGD as a c ompany negotiated to the 
as s e t s  and fores try l ic ence {wh ich extens i on) o f  the S outh 
Pac i fic Lumb e r  C ompany Limited . Thi s  c ompany was b as ed at  Lae , and 
held a t imber c once s s i on in the rugged trans -B usu area nor th -we s t  
o f  the town ; for s ome ye ars i t  had mi l l ed for loc a l s a le , and 
had unprofi tab ly s ome peeler logs  t o  Aus t ra l i a . 

The rehab i l it at ion o f  thi s company was a maj or t as k  for i t s  mi l l  
was s i ted  i n  a swamp and the area was s us c ep t ib l e  t o  f lo oding . I t s  
equipment was o l d  and needed extens ive More over , the 
logging areas were s it ua ted in extreme ly d i f ficult  country , wi th 
rut ted and j ungle - c l ad s lope s  upwards t o  kni fe - edge r idges . 
Furthermore , i t  was no t known whether the t imber availab le in this 
c onc e s s ion would be suitab le for peeling , to  s upp l ement the veneers 

by CNGT . 

The inves tment , whi ch was t o  c o s t about £ 200 , 000 , had an 
e lement o f  s o  BGD dec ided t o  g o  ahead with the purchas e in-

C NGT had been invo lved there would  have b een much 
and red t ap e . However , CNGT was o ffered an 
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extens i on o f  the j o int relationship S outh P ac ific  Lumbe r  once 
the t akeover had been c ons ol idated . I t  was rea l i s ed that inde ­
p endent ac t ivi ties  by one o f  the p ar tner s , in s e l l ing material s 
t o  the j o int ente rpr is e , c ould lead t o  fric t ion . 

BGD al s o  argued the advantage s o f  a broad sp read o f  t imber type s  
and marke t s  rather than r e l i anc e o n  the kl inkii p ly a lone . Thi s  
p leased the Adminis trat ion f o r  Lae was rap id ly growing and i t s  
l ab our surp lus would b e  a l l eviat ed b y  an expanded timber mi l l . The 
Lae s i te had p ar t i c ular advantages for BGD , for wherever new t imber 
was found , i t  woul d  have t o  b e  c onverted int o  veneer b e fore being 
t aken to  Bulolo . Thi s  would economis e  on t ransport , and a l s o  avoid  
damaging the equipment and organisation at B ul o l o  by t rying t o  peel  
l arge quanti t i e s  of  s econd - grade t imber . 

For  many years mos t  frei gh t  t o  Bulolo had been inward , s o  that 
outgoing trip s wer e  an economic was t e . The e s tab l i shment o f  a 
t imber indus t ry a t  Bul o l o  threatened to  throw the balance the o ther 
way . In March -Ap ril  19 5 1  outward loadings for the firs t t ime 
exceeded ingoing one s ; thi s  was p ar t ly for tuit ous , for i ts resul ted 
from a c ontrac t by BGD t o  bui ld hous e s  at Lae , but i t  was a warning 
o f  wha t  was to c ome . However ,  the acquis i t ion of S outh P ac i fic 
Lumber p romi s ed to  o f fs e t  thi s , and by 19 60 an exc e l lent b alance 
had been s truck , wi th load ings both ways running at abo ut the 
10 , 000 short t ons mark annual ly . The only  cos t s  o f  t aking the 
Lae veneers t o  Bulo l o  lay in s l i gh t ly increased fue l and maintenance 
charge s . 

BGD formed i ts new acqui s i t ion at Lae int o a s ub s idiary c ompany , 
c a l l ed S outh P ac i fic T imbers Li�i ted . Thi s  c ompany f ac ed great 
technical prob lems for the mi l l  and its machinery had t o  b e  exten­
s ively repaired , new quar ter s had to be provided for na t ive s t aff , 
and a wide range of coas t al t imbers tes t ed for s ui t ab More ­
ove r , all  thes e  p rob l ems had to be overcome quickly s o  that CNGT 
c ould expand and t ake advantage of the open marke t s  then o ffering 
in Aus tralia  and the United S tate s . To t ake one examp l e  of the 
d i f fi cul t ie s , the princ ipal t imbers sui tab l e  for peel ing were 
hardwoods , e spec ia l ly ani s optera and Ani s optera is  ful l 
o f  s ap and extreme ly wet ,  and i t  had run through a borax 
b ath be f ore b eing s en t  t o  Bul o l o  for drying , otherwis e  i t  arr ived 
covered in fungus . 

In addit i on great l ogging ob s tac les  had t o  b e  overcome during 
the firs t year of ful l -s c al e  operations , 195 7 -58 , one of the 
wet t e s t  years on r ec ord . Trucks and trac tors  wer e  s truggl ing up 
s teep s lop e s  in mud that was feet thick .  in . 1958 the bridge 
over the Busu River was washed away , and the Admini s tr a t i on r e fu s ed 

Aus t in t o  o f  Terr i torie s , 7 . 1 1 . 19 5 6 . 
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to rep l ac e  i t  because the trans -Bus u fore s t s  were e s t imated to 
have only a shor t l i fe . The c ompany there fore was forced 
to  bui ld the b ridge i t s e l f . Logging a 
due to d i fficul ties  o f  t errain . 

Never the les s , S outh Pac i f ic T imbers  had a l l  the o f  
ec onomic succe s s  wi thin two o r  three ye ars o f  i t s  
I n  1958 the r e c overy rat e  fr om was 43 . 8  per c ent 

trouble  had forced the c ompany to  use 
t imbers . I n  the fol l owing year the rec overy rate at Lae rose  t o  
54 . 3  p e r  c en t , with vene e r  produc t i on o f  45 mi l l i on square feet , 
o f  which 9 7  p er c ent was ab s o rbed by CNGT . Though p ro duc t ion 
t apered o f f  later , S outh T imbers  represented a p ar t icular 
triumph for BGD , b ec ause it was t aken over at short no t i c e  and put 
into economic p roduc t i on on ent ire ly new lines . 

In  1957 - 5 8  there was a reces s ion in the Americ an demand for 
p lywood , c ond i t i ons on the Aus t ralian marke t wer e  b ec oming mo re 
d i f ficul t , and the at t i tude o f  the Tar i f f  Board hardened . D e sp i te 
thi s , the amount o f  kl inkii p ly that c ou l d  be imp orted into 
Aus tra l i a  ( in e ffec t , duty fre e )  was r a i s ed from twe lve mi l l ion 
s quare feet ( on a 3 / 1 6  inch b as is )  t o  s ixteen mi l l ion square feet . 
Thi s , however , did  no t make provi s i on for a l l  CNGT ' s  HMR p ly , let  
al one for the waterproof  material . S t i l l  fur ther imp r ovement and 
d i f ferenti at ion o f  the p ly was nec e s s ary t o  spre ad i t s  s a l eab i l i ty .  

Acc ord ingly , BGD in 1958 b ought a c ont rol ling i n t e r e s t  in As s o ­
c iated P lywoods L t d  o f  S ydney and ins t al l ed Graindek mach inery for 
over -print ing patterns on p lain p ly . I t  was not located at  Bulolo  
becaus e the  chrome ' mas ters ' have t o  be  impor ted t o  order and as 
pat terns d ep end l argely on buyers ' demands ,  s ep arat i on from market s  
was high ly und e s i r ab le . 

A sub s i di ary , As s oc i at ed P lywoods S ales  Pty acquaint s  manage -
ment wi th the prec i s e di fficul ties  of who le s ale  market ing , though 

i t  i s  n o t  f avoure d  ove r  other who l e s a l er s . CNGT market ing l i ai s e s 
c lo s e ly wi th the Aus tral i an P lywood D i s t r ibut ors As s ociation and 
the Aus tra l i an P lywood  B oard , the company i s  not di rec t ly 

repre s ented on ei ther b ody . 

The pe riod a f ter 1 9 5 9  did not ful fi l  the exp ec tati ons o f  CNGT 
and BGD ' s t imbe r  intere s ts . The rece s s i on in the American market 
c ontinued and the Aus tral i an government app l i ed a ' c red i t  squee ze ' 
p o l i c y  whi ch retarded building and c aused  a s lump in  Aus t r a l i an 

demand for p ly . l The New Zea l and market was res tricted  by impor t 
l i c ens CNGT began t o  s tockp i le and t o  s earch for further 

I n  1 9 6 1 - 6 2  s a les  in Aus tralia  were down t o  a l i t t le over 19  
mi l l ion s quare feet ( 3/ 1 6  inche s ) .  Thi s  was almo s t  8 mi l l i on 
square feet down on the year ' s  s ales in Aus tralia  
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marke t s . I t  was fe lt  that more p ly c ould be  used in New Guinea . 
CNGT had s urveys made through Aus t ra l i an Government Trad e  C ommi s ­
s ioner s  in the United  Kingdom , South Africa and S outh America but 
lack o f  d i rect  shipp ing s ervices  neces s i tated c o s t ly transhipment 
and s torage . 

In S ep tember 1957 , a f t er a five months s tudy by method s exp er t s , 
CNGT introduc ed a p roduc t i on incent ive s cheme calculated on a bas i s  
o f  output -per -working- group ( which app lied only to E uropeans ) whi ch 
had dramat ic r e s u l t s  during the years when p roduc t i on was bui ld ing 
up . The fo l lowing tab l e  i l lus trates the d i ffe rences  b e tween 19 5 6 -57  
and 19 5 7 - 5 8 :  

Produc t i on :eer manLhour 
S ec tion . o f  factory 19 5 6 - 5 7  19 5 7 - 5 8  

sq  f t  s q  f t  

D ry veneer 1 ,9 39 3 , 343 
S alvage 3 3 1 5 8 1  
P ane 1 -making : HMR 748 850 

Waterproof  5 7 6 5 7 8  
F inished wrapped p roduc t  5 7 5  1 ,  17 2 

In the f o l l owing year the finished wrapped p roduc t per  man/hour 
rose  to 1 ,466 sq f t , and the qua l i ty of the p ly imp roved : the 
greater c oncentrat ion which the s cheme demanded s eemed to work in 
b o th d i rec t i ons s imul t aneous ly . 

Areas t o  b e  l o gged are dec ided on b y  CNGT in as s oc i a t i on wi th 
the Department o f  Agr icul tur e , S tock and F i sheri e s , though the 
D ep ar tment has the p ower to s e lec t unil aterally . CNGT then t ake s 
out al l the c ommerc ial  t imber . The depar tment arranges for the 
cutting and burning o f  the res idue , and for rep lant ing . Experiment s  
wi th regenerat i on o f  the fore s t s  ind icated that the rep lacement t ime 
may be forty ye ars ,  but ar t i ficial  s eeding· could inc rea s e  the dens i ty 
o f  suit ab le t imbers  four or f ive t ime s . Thi s  c ould  me an great ly 
increased cut s during the s econd cyc le . 

Extens ive exper iment s  had t o  precede r ep l ant ing . T e s t areas 
p l anted wi th hoop did we l l  from the beginning , but kl inki i ran to 
many t ap root s , and was suscep t ib l e  to fungus . In 1 9 5 6  the troub l e  
was traced t o  the us e o f  s trong ly alkaline h i ll  wate r o n  the s eed 
beds ; when water  was ret icul ated from the r iver , .  and s ulphur added , 
the prob lem di s app eared . However , the s e  d i f ficul ties  held up 
p l ant ings for s everal years , and l i t t l e  is ye t known ab out the 
rate o f  kl inki i regeneration . Pre s ent growth and thinning pro­
c e s s e s  sugge s t that C NGT may be j us t i f i ed in p lanning for 
s i gni ficantly great er c ut s  in ano ther twenty t o  thir ty years . 

Liai s on wi th DASF has been admirab The Department ' s  s ee d  
beds  c overed 100 , 000 s q  f t  and contained s ome one and a hal f mi l l ion 
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by 19 62 . The s e  are out at 600 t o  the acre , and 
gradua l ly thinned down to s ome c ommerc ial  trees in c areful 
c ontrol led cyc le s . I t  i s  b e l ieved that this wi l l  ho ld . 
The maximum area needed to ensure ful l  , ab out 1 , 200 
ac res , is now be ing rep l anted annual ly . 

CNGT repre s ent s a mut ually b ene fic ial  dove �t a i l ing o f  ac t iv i t i es 
by BGD , the Admini s trat i on , and the Commonwealth Government . The 
sharing by CNGT o f  p ower , workshop s ,  acc ommodat i on and ameni ties  
wi th BGD reduc e s  overheads f or each party and s t andardi s a t i on o f  
veh i c l e s  has f ac i l i tated the ordering o f  parts  and s ervic ing . 

CNGT have hope s o f  making p ap er pulp , for which kl inkii i s  
ideal , from ' thinnings ' from the regenera ting f ores t .  As ye t 
the s e  are ins uf fic ient , but thi s  prob lem may b e  overcome wi thin 
five to t en year s . The manufact ure o f  pulp would demand ext ens ive 
c ap i ta l i s at ion and expert  s t aff . 

BGD independent ly exp lored in o ther New Guinea 
fores t s . Thi s  type of inves t i gat ion is exp ens ive and almo s t  as 
speculat ive as  mineral p rospec t ing . In 19 60 , therefore , BGD and 
NGG c omb ined t o  form Terri tory T imber s ,  for further inve s t igation . 
BGD had a c o�t ro l l ing intere s t . A pre l iminary examination was 
made o f  a c onc e s s i on in  ( then) Dutch New Guinea , e s t imat ed t o  c on ­
t ain 294 mi l l i on s uper  f e e t  o f  kauri p ine . However ,  the economic 
location o f  r oads proved s o  di f ficult  as  t o  deter any expend i ture 
of c ap i t a l  in d eve l opment . Later , areas in New B r i tain and near 
Port More sby were inve s t igated , but they were re j ec ted  on the 
re spec t ive ground s of p o or timber and an inadequate c ut ting quo t a . 
There i s  no doub t , however , that  the s uc ce s s  o f  C NGT has g iven 
BGD further de termination to expand . 

In  19 60 - 6 1  CNGT made a net profit  o f  £ 204 , 65 5 , after a l lowing 
£ 7 2 , 500 for income t ax ( introduced in 1959)  and £ 5 1 , 159 for  the , 
Spec ial  Re s e rve . Thi s  made pos s ib le a 10 per  c ent d ividend , whi le 
a s s e t s  wer e  s h�wn at £ 2 , 17 8 , 3 6 2  c ompared wi th the i s s ued  c ap i tal  
o f  £ 1 , 5 00 , 000 . P lacer c ould see  that d ivers i ficat i on at Bulolo  
was a p rac t ic ab le alternat ive t o  wind ing up and o f fered one P lacer 
s hare for three BGD share s . On p revai l ing marke t value s  it meant 
a profit  o f  up t o  2 5  per  cent f or BGD shareho lders during the 
period the o f fer was open . 

1 The s t or age o f  s eed s p re s ent s prob l ems and has d emanded the c o -
operation o f  BGD : hoop s eeds c an b e  s tored f or n ine t o  ten months 
at  32° and s eed s at 45° . 
2 

S ee H o f  R .  D eb at e s , 23 . 9 . 19 3 8 , Vol . 15 7 : 1 3 2 . 
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Unfortunately , c omp l icat ions wi th CNGT c aus ed P l acer  to  drop 
the o f fer in May 19 63 . The s e  arose  from the controvers ial  s e c t ion 
o f  the original Agreement which p rovided that the C ommonwea l th 
could re fund the duty paid on CNGT p ly entering Aus tral i a . BGD 
had t aken thi s  t o  mean , in c onj unc t ion with the fur th er s e c t i on 
as s uring acc e s s  t o  the Aus tra lian marke t , that the duty would b e  
re funded . Re funds were made up to  the end o f  the f inanc ial  year 
1959 - 60 ; in the fol lowing and sub sequent years no fur th er p ayment s 
were forthcoming from the Commonweal th , though CNGT c ont inued to  
bui ld up its  Spec i a l  Re s erve as an advance fund agains t p ayment s .  
But what  CNGT and BGD took t o  be e s t ab l ishe d  prac tice  was v i ewed 
by the Commonwea l th T re as ury as an interim s ub s idy s ub j ec t  to 
changes in the Aus tral ian financ ial  and indus trial  c l imate . Thi s  
introduc ed a cont inuing e l ement o f  uncertainty into CNGT ' s  affair s . 
P lacer c ould no t rec ommend to  i t s  shareholders that BGD be abs orbed 
unt i l  the mat ter had b een c lar if ied ; and the d ivi s ion in at t i tude s  

1 between the T reasury and CNGT made thi s  c l ar i ficat ion unat tainab le . 

One o ther d iver s i fication by BGD was the bui ld ing o f  the P ine 
Lodge hot e l  at Bulolo  in 1955 by which t ime the flow of v i s i tors 
had bec ome s o  great as  t o  b e  an emb arras sment to  BGD and CNGT . 
Management o f  the hot e l  was put out t o  tender  under  a l eas e wh ich 
p rovide s for neg l igib le re turns t o  the company . 

In  the p o s t -war rush t o  p rovide hous ing , o f f i c e s  and workshop s , 
the pre fabricat ion method was ext en s ive ly deve l oped by BGD . As 
thi s  burden eas ed in the mid 19 50s  the c omp any propos ed to keep i t  
going on a c ommerc i a l  b as is . A . number o f  house s  had already been 
bui l t  in Lae for Q antas air l ine s taff . However ,  the ere c t i on o f  
1 0 6  hous e s  for the Admini s tration i n  Por t Moresby , though c omp le ted 
on s chedul e , c o s t the c ompany $ 19 1 , 05 0  due t o  p i l fer ing of materia l s  
from bui lding s i te s . S uch p i l fering up s e t  the sys t em o f  b ui ld ing to 
a t ime - tab le , for if s ome s ec t i ons were mis s ing , the whole mi l l  at  
Bulolo  had t o  be r e - s e t  t o  p roduce j us t  one or two p ar t s  o f  var i ous 
kind s . No further bui ld ing c ontrac ts  were s ought . 

1 
There had p rev ious ly b een delays in p ayment : the re fund s o f  duty 

for 1957 - 5 8  and 19 5 8 - 5 9  wer e  both rece ived in  the financ i a l  ye ar 
1960 - 6 1 . 
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The broad kunai -c overed p lains o f  the Markham R iver were regarded 
by the mi litary Adminis trat i on during Wor ld War I as  one o f  the prime 
f i e l d s  for s e t t lement , but the goldfie ld s  d iverted c ap it a l  and 
enterp r i s e . 

Unt i l  1 9 5 9  BGD ' s  ac tivit i e s  i n  agr icul ture and s tock-rais ing had 
been on a sma l l  scale , but in the year to 3 1  May 1960 the comp any ' s 
gardens produc ed 8� , 550 pounds o f  frui t s  and pumpkin , ap art from 
native s ub s i st ence c r op s . S imul taneous ly , more e f for t s  were being 
made wi th l ives t ock:  7 5  head of c at t l e , 1 1 2  p igs , and 1 5 1 ducks 
wer e  inc luded in the invent ory , and i t  was intended to increase 
s tock t o  s upp ly al l the fre sh meat requi rements o f  the Bulolo c om­
muni ty . In  June 19 60 BGD app l i ed to have i t s  agricul t ural leas e s  
put o n  a more permanent bas is . A ninety-nine year lea se over an 
area o f  1 , 128 acre s , incorp orat ing the exi s ting gardens , was c on ­
f irmed in January 1 96 1 . 

The dec i s i on t o  r ai s e  cattle  c ommerc ially was influenc ed by  
many f ac tors . The s earch for  o ther pro f itab le mineral  areas had  
p roved fruit le s s . The  D i s t r ic t  C ommi s s i oner at Lae , H . R .  Ni al l , 
had l ong  advoc ated the p as to ra l  and agr i c ul t ur a l  p o t ent i a l i t i es 
o f  the Markham Val l ey ; and l anded se t t le r s  showed wha t  c ould be 
d one wi th ent erp r i se and hard work . By 19 5 9  the l imi t of further 
emp loyment in the t imber indus t ry seemed t o  have b een reached , and 
the c ompany embarked on c at t l e - rai s ing whi le d ividends were s t i l l  
hea l thy and the shar eholders  unlike ly t o  become emb ar r as s ingly 

In May 1959 BGD app l ied for the leas e o f  30 , 000 acr e s  on the 
Leron P lains , adj ac ent  to the Markham: f lat , we l l -wate red and 
gras s ed wi th B ut p ar t  o f  the area app l ied for was as s e s s ed 
b y  government as  b e ing s ui t ab le for s i s al growing , wi th the result  
that BGD ob t ained only 1 8 , 800 acr e s . 

New Guinea o f fe r s  a prime opportuni ty  for a local  meat indus try . 
In  19 5 9 - 60 ab out 2 , 500 t ons o f  c anned  b e e f  or vea l , and about 500  
t ons of  frozen b e e f  were imported into New Guinea . The re tai l 
price  o f  frozen b ee f  was two t o  three t imes that o f  fre sh bee f in 

1 2 7  
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Aus tra l i a . The ava i l ab i l i ty o f  fresh meat would  rai s e  c onsump t i on 
figure s sub s tant ia l ly , and cheaper c ut s  o f  beef  could find a ready 
s ale in the nat ive marke t s , as they have , for examp le , in Eas t 
Afric a . l 

The wide spread locat i on o f  p o tential  marke t s  rai s ed the communi ­
cations prob l em and i t  was c l ear that outs ide as s i s tance woul d  b e  
needed i n  ki l l ing and marke t ing . Thi s  might mean e i ther a guaranteed 
price to overcome air fre ight and the e s t ab l i shed method s of Aus t ral ian 
c ompet i tors , and / or the s e t t ing up o f  a local  c annery . 

BGD ' s  app l ic at i on for the Leron P lains l and met s tr ong oppo s i ­
t ion from Aust ra l i an producer s .  However , BGD had a reputat ion for 
e f fic i ency , it had detai led c o s t p roj e c t i ons ready , and c ould 
c ommi t i ts e l f  to d e finite expend i ture at  an ear ly s t age (e s t imated 
at £ 60 , 000 for the ini t i a l  e s t ab li shment period) and the Adminis ­
trat ion thus awarded i t  the l and in May 19 60 . 2 

Preparati ons for e s tab l i shing a herd and for imp roving the 
p roperty had already been made . S urveys e s t imated that Leron would  
c os t  about £5 an acre for improvement and would c arry about one 
b ea s t  to the ac re c omfortab ly .  (The unimproved c ar rying c apac ity 
was e s t imated by DASF at only one b eas t t o  ten acres . )  

The Adminis trati on was anxious t o  p romot e  c omme rc i a l  s tock­
r ai s ing and in 1955 a frei ght sub s idy s cheme was introduced t o  
re imburs e  imp orters  for  t ransport from Aus t ra l ia t o  P apua-New 
Guinea ports , up t o  a maximum o f  £ 5 5  for bul l s  and £ 30 for young 
bea s t s , as l ong as spec i fied number s  o f  breeding cat t le wer e  im­
ported . Thi s  s ub s idy app l ied , however , only t o  a total  o f  400 head 
for e ach lea s eho ld prop erty , above which i t  was c learly intended 
that herds should be augmented by natura l  inc reas e . 3 BGD e s t imates  
showed tha t  for a r ap id bui l d- up to a l arge s c al e  enterp r i s e , it  
was imprac t ic ab le t o  import  s tock at ful l  c os t  above the 400 l imi t , 
whi le at the s ame t ime a dep endence on reproduc t ion above that 
figure pos tponed c ommerc ial  prosp ec t s  c ons iderab ly .  In view o f  
thi s  the Admini s t rat ion r e l axed the c ond i t i on i n  1 9 6 2 . 

After wei ghing the advantages o f  air and s e a  transporta t i on , 
the c omp any shipped 238  c a t t l e  t o  Leron in S ep t ember 19 60 . Thes e  
were predominan tly Shor thorn but , in  view o f  the i r  uncertain 

1 
C ommonwea l th Bureau o f  Census and S tat i s t i c s , C anberr a . 

Trade Bul letin No . 57 / 19 5 9 - 60 A l s o  Kenya Mea t  C ommi s s i on Rep or t , 
19 6 1 - 62 ; in the ways o f  c o - operation between government and p rivate 
enterpri s e  perh ap s  more c ould be  l earned from the hi gh ly s uc c e s s ful 
deve lopment s in Kenya . 
2 

1 2 . 5 . 19 60 .  
3 

Adminis tration P r e s s  Re lease No . 46 ,  4 . 10 . 19 5 5 . 
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breeding record in the l owland s , s ome Abe rdeen were inc luded 
for c ompar i s on .  By 3 1  May 19 6 1  the overa l l  death rate en route 
s tood at only 4 . 6 p er c ent ; for a n  extens ive and l abor ious  j ourney 
thi s  was c ons idered h i gh ly s at i s fac t ory . 

Meanwh i l e  the managing direc tor , Aus t in ,  s urveyed p o tential 
marke t s  in Papua-New Guinea , the nei ghb ouring P ac i fi c  countr ie s , 
and As ian c ountries  t o  the nor th . Loca l  c anning c ould o f f s e t  the 
exp ens e o f  s ending out fre s h  or frozen b ee f :  in July 19 60 the 
general  manage r announced  that the u l t imate  obj e c t ive o f  the Leron 
P lains pro j ec t  was a herd of 10 , 000 head , and a c anning fac to ry to 
s upp ly a l l  the needs of P ap ua-New Guinea . l The Adminis tration 
under took t o  s e t  up an ab at toir  at Lae t o  ki l l  a l l  s t ock c oming 
from the d eve l op ing Markham and H i gh l ands areas , and put  a s ub s tan­
t i al br idge ac ros s the Markham at Leron . 

Dur ing the f ir s t  year at Ler on hous ing was b ui l t  for E uropean 
and nat ive s ta f f , a sma l l  p ower p l ant was ins tal led , s everal mi l e s  
o f  fenc ing were ere c t ed , a number o f  c at t le p addocks and a she l t er 
were laid out , and an air s t r ip for l i gh t  airc r a f t  was c omp let ed . 
The location and t app ing o f  water c aus ed  rather more troub l e  than 
had been exp ec t ed :  water l evel s  p roved mos t  uneven , and a laborious 
sys tem of sha f t ing was d evis ed to c ounter thi s . An unexpected 
oc currence of  c arb on dioxide g a s  during shafting c aus ed the d eath 
o f  an emp loyee and the c omp any referted to dri l l ing ins t e ad o f  
s ha f t ing f or water . By mid 1 9 6 1  nine s ucce s s ful ho l e s  had b een 
dri l l ed , and during the fol lowing year six windmi l l s  wi th auxi l i ary 
engines were ins t a l l ed . 

The re lat ively s low p rogre s s  in  water locat i on retarded .  exper i ­
ment s in p as ture imp rovement : only 130  acre s were  s own in the f i r s t  
year , ins t e ad o f  the 400 intended . Thi s  he l d  b ack the c ond i tioning 
o f  the ini t i a l  herd and was certainly

.
a f ac tor in the survival  

c alving rate of  only 37  per cent . 

and kangaroo gras s was not b ad but  
smal l area  o f  ar t i f ic ial  p a s t ure 

The nat ur a l  p as ture of -...;...=-� 
once c at t l e  were t urned on t o  
their  c ond i t i on impr oved great ly . 

P lant p e s t s  created further prob lems during the f i r s t  year , and 
the recommended for p as t ure proved to be  t oxic in i t s  
new environmen t . The only methods o f  p lant con tr o l  s o  f ar are 
lab ori ous bul ldozing , or fenc ing o f f . 

Al though DASF has maintained an experimental  s t at i on in the 
area for s ome years , work ther e  s eems to have l ed to few c lear 
re sul t s  e i ther in the breeding of  l owl and c at t le or in the e l imina ­
t i on o f  noxi ous f l or a . Thi s  has imp o s ed added s trains on BGD , for 
it mus t  exp er iment and t ry to bui ld up a c ommercial herd s imulta­
neous ly . 

20 . 7 . 1960 
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Despite  thes e  drawb ac ks , the  manager in charge o f  Leron remained 
c onfident that ther e  was ' an exc e l l ent chance o f  a succes s ful cat t le 
prop er ty being deve l op ed ' . 1 The company has c oncentrated on b uil d ­
ing up the herd as quickly as p o s sib l e , and o n  injec t ing a variety 
o f  types  t o  s ecur e  the bes t  adap ted cros s e s . By mid 1 9 6 2  the s tock 
purchas ed numbered 5 3 5 , inc luding twenty-one bul ls ; the he i fers  
were then evenly d ivided between Shorthorn ( and cros s es ) , and 
Aberdeen Angus ( and cros s es ) . Mos t  o f  the bul l s  were pure or 
c ro s s  Brahman - the former c os t ing f l , 000 each . 2 It  was found 
that 3/ 8 or 5 / 8  cros s e s  wi th the B rahmans p roduced a hardy and 
adap tab le beas t . A local ly b red c ro s s at s ix months had a lmo s t  
overtaken i n  wei ght  the pure B r i t ish s t ra ins o f  two year s which 
many o f  the original c ows had been carrying when they arr ived . 

The breeding p rogram has been r i gidly c ontrol l ed and documented . 
A l l  var i e t i e s  have been kep t segregated . £ 20 , 000 was spent on 
materials  for firm and durab le fenc ing . The Leron P la ins are 
ab s olute ly t re e les s ,  and BGD had t o  erect large she l ters  in every 
p addock to g ive c over to 100 or more animal s  at a t ime . Meanwhi l e , 
the c ompany was exp eriment ing wi th the trans p l ant ing o f  ful ly -grown 
trees from Bulol o , as a p o tentially rap i d  means o f  p r oviding nat ural 
shade . 

How quickly the property c an b e  made prof i tab le wi l l  dep end on 
breeding rates , the quick evo lut i on of  suitab le types , and the s ub ­
o rd ination o f  p as t ur e  and pes t d i f f icul t ie s . S enior o ffic ials  do 
not predict  any working p ro f i t s  unt i l  t9 7 0 ; but thi s  does no t caus e 
c oncern , for the c ompany b e l ieves that i t  wi l l  s timulate the growth 
o f  a l owland bee f indus t ry , and that thi s in turn wi l l  u l t imate ly 
l ead t o  a worthwhi l e  and remunerat ive enterpris e . The s c al e  o f  
the c ompany ' s  c ommitment may b e  gauged from the fac t  that roughly 
£ 100 , 000 were inve s ted in Leron in the fir s t  two years ; exp endi ture 
i s  bound to exceed £ 250 , 000 for the f ir s t  dec ade . 

BGD S ec t ional Annual Repor t , 1 9 60 - 6 1 . 

2 A pure S anta Ger t rudi s  bul l  was a l s o  us ed , but the progeny did  
not c omp are we l l  wi th the  B rahman cros s es . 
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The Lab or Government c oncentrat ed on better  c ond i t i ons for 
nat ive worker s ,  by r emoving the indenture sys t em and putt ing 
natives on a p ar wi th Europeans in their  c ommi tment s t o  emp loyer s . 
C oncomi t ant ly the ob l igat ions o f  emp l oyers t owards their  nat ive 
lab our wer e  rede fined and expanded . But s ince 194 1 , there has 
b een no attemp t t o  give o fficial  p r o tec t i on t o  E ur opean workers  
at Bulolo  o r  e ls ewhere in P apua-New Guinea . 

BGD ' s  Aus t ralian emp l oyee s  are engaged on two-year c ontrac ts , 
renewab l e  at the d i scret ion o f  the c ompany . They h ave a lmo s t  no 
righ t s  beyond the provi s i on in their c ontrac t for  two -way fares  to 
Aus tralia  and leave p ayment s : e igh t weeks a fter the firs t c ontrac t , 
twe lve weeks after  s ub sequent c ontrac t s . For  Aus tral i ans , thi s  i s  
a remarkab l e  s tate o f  a f fai rs . They have n o  uni on , n o  sup er annuat i on 
fund , no p ens i on s chemes and no s ecur i t y  out s id e  the c ontrac t . A 
man who bec ome s  unfi t or redundant �may b e  removed with no further 
c laim on the c ompany , though l ong- s ervic e gratui t i e s  are s omet imes 
paid to old members  o f  s taff  on ret irement . 

On the other hand , hous ing i s  p rovid ed for £ 1 . 9 . 0  a week , 
s al ari e s  are about 20 p er c ent above c omp arab l e  base  rates  in  
Aus tral i a  and ther e  are  further re turns from overt ime and a pro­
duc t ion b onus s cheme . Many wives work , s ome part - t ime , in the 
o f fices , t rade s tores , and p lymi l l , where they r ec e ive a lmos t 
s even shi l l ings an hour for a thi r ty hour week . The ordinary 
workman c an s ave more money than in Aus tral i a . Aus t ra li an s oc i a l  
s ervices  a r e  ab s ent , b u t  t h e  c omp any maint ains a hosp i t a l , and a 
good pr imary s choo l  i s  avai l ab l e  l oc a l ly . 

Retai l c o s t s  are c ontro l l ed by the c omp any and extens ive enter­
t ainment  and recre a t i ona l f ac i l i t i e s  are  provided , thus c ontinuing 
the p re -war emphas i s  on group moral e . 

However , the fact  remains that a l l  p rovi s ions are made uni later­
a l ly by BGD management  and thi s lead s  t o  an unnece s s ar i ly one - s ided 
app roach to l ab our r e lat ions . A s  go ld -dred ging ran d own , known 
' agitators ' were r emoved ; and l abour ab out c ompany 
p o l icy are now kep t c onc ealed . On the o the r hand , the ab s ence o f  
any arb itration s y s tem for emp l oyees i s  balanc ed  b y  a number o f  

1 3 1 
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fac tors which c ons train the management :  supp and d emand d et ermine 
the importanc e o f  attrac t ive cond i ti ons ; any s e r i ous d i s c ontent 
would decrease e f fi c ienc y ; and the premature removal of  men c ould 
invo lve the c ompany in  the avoidab l e  exp ense of  repatriati on p rovi ­
s ions . The Ame r i c an b us ines s princ ip les  o f  hard work and s e l f - r e l i ance 
have not arous ed s er ious d i s c ontent at Bulolo , p ar t ly because of the 
fac i l i ties  p r ovided by the c ompany , and partly due to  the eas e wi th 
which the d i s s at i s f i ed c an now f ind j ob s  in Aus tral i a . 

The d ivis ion between the native and European communi t ie s  i s  
intens i fied b y  the leg i s l at i on which i s  des i gned t o  p r o tec t the 
native labour force , thus p lacing the nat ive in a s ep arate c ategory . 
C ontrol s are r igid  and moves toward great er l iberty app ly only t o  
lab ourer s : f o r  e xamp le , when the s tr ic t indenture s o f  pre -war were 
revoked , the bre aking o f  an engagement c ontrac t  by a native became 
a c ivi l b reach r ather than an o f fenc e , but i s  imp rac t i c ab l e  t o  
enforce thi s . The p er iod o f  engagement i s  now two years , though 
marr ied men with famil ies genera l ly c Gn·trac t for three ye ars . 

The t o tal  l abour for c e  fell from 1 , 300 pre-war to  about 900 in 
1 9 6 2 , and BGD ' s  c ond i t i ons no l onger surp as s tho se e l s ewhere . Many 
s ingl e  men now l ive twelve t o  a hut measur ing thirty fee t  by s i xt een . 
Thi s  c omp l ie s  wi th the Nat ive Labour Ordinance but  i s  inadequate 
c omp ared to the progre s s  in l eg i s la tion and c ond i ti ons e l s ewhere . 

BGD has a lways favoure d  S ep ik men whos e home c ond i t ions are 
appa l l ing and who s erve with great c ontentment and o ften r e -engage . 1 

BGD recrui t s  a l s o  from Manam I s land , the Madang area and e l s ewhere , 
in the bel ie f  that a mixture o f  peop les enc ourage s d i s c ip l ine and 
d i s c ourages the foment ing . o f  d i s c ontent . I n  ord'er to  avo i d  d is ­
c repanc ies  in c ond i t i ons , however , and t o  s imp li fy al locat ions o f  
funds and rati ons , few l o c a l  nat ives are engaged o n  a c as ua l  b as i s : 
in Oc t ober 1 9 6 2  the re were only twenty- two . Attemp t s  t o  b r ing in 
fami l i e s  have b een no more suc ce s s ful than b e fore the war : men are 
s t il l  unwi l l ing t o  s ee the i r  wives s urrounded by s tr angers . More­
over , the t ightening o f  the  regulations on  acc ommodat ion f or marr i ed 
lab ourer s  d is c ouraged the import ing o f' fami l ies into the c ompound . 
Exi s t ing bui l dings which , be fore 1950 , accommodated up t o  s ix 
fami l i e s , are now permi t ted t o  house only two . 

Where pre -war an ordinary l ab ourer received f ive shi a 
month , p lus rati ons , equipment , and hous ing , in 1 9 6 2  he received 
thirty shi l l ings per lunar month during his firs t c ont rac t year 

The Emp l oyment of Nat ives Ordinance  (No . 48/ 19.50)  c ontro l s  recrui t ­
ing more rigidly than pre -war . Formerly recruiters  us ed the phras e  
' tr ad ing in human s ' wi th a c lear c ons c ience (Mac laren 1 9 23 : 2 2 3 ) . 
T oday a p ermi t t o  engage l ab o ur c an be  i s s ued t o  an emp loyer 
or his  agent ( Se c t . 13 ) , a which BGD had f o l l owed . 
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and five shil the year . Ten 
i s  p aid in cash , the rema inder being b anked and p aid  to him on his  
d i s charge . Thi s  me ans that a l abourer l eaves wi th £ 29 . 5 . 0 in cash , 
p lus the equipment which the company mus t  i s s ue to  h im under the 
Ord inanc e : cut l ery , c lo thing , bedding and a wooden box to put them 
in , to  the t o tal  value (when new) o f  £ 8 . 

I n  Oc tober 1 9 6 2  the native labour force inc luded 5 1 1  men on the 
bas ic wage rate , and 3 18 s emi - s ki l led men who. rece ived b e tween 
thirty- five and e i ghty shi l l ing s  per lunar month . In addit ion , 
there were s eventy- s ix ' spec ial is ts ' earning up t o  £ 15 a month . 

Spor t ing f i e l d s  and equipment , a l ar ge hal l , and a cheap t rade 
s tore , have  b een prov ided . A pre - s chool kinder gar t en ( under a 
E uropean t eacher ) and a primary school ( unde r  two native t eacher s )  
served the chi ldren o f  the c ompound . I 

Unt i l  195 9 - 60 there was a shortage of nat ive l abour in New 
Guinea but BGD never had any s erious di f f i cu l ty , b e c aus e o f  its  
pre -war r eputation for fair treatment and good c ondit ions . The 
p rovis i on o f  a minimum urb an wage of £ 3  p er week laid down b y  the 
Adminis trat ion caus ed many emp l oyer s  to o f f s e t  the r i s e  in cos t by 
c ut t ing d own on the number of  thei r  emp loyees .  A l ab our s urp lus 
r esulted , and in  recent years BGD has had more app l ic ants for j ob s  
than i t  has b een ab l e  t o  c op e  with . O n  the o the r h and , because  o f  
impr oving c ond i t ions in  home v i l l ages , fewer l ab ourers r e - engage 
for a s econd t erm .  Pre -war about 50 per c ent s igned on again , but 
by the 19 60 s  thi s  was down to 30 per cent . 

Tho s e  who do s erve two years or more at Bul o l o  return to thei r  
vi l lages i n  be t ter phys ica l  c ondi t i on :  mos t  men gain hal f  a s tone 
or more in wei ght . BGD has always regarded the rat i on i s sues l aid 
down in the Nat ive Labour Ordinanc e as a b ar e  minimum: emp loye e s  
are regular ly p rovided with a hot lunch , and thr e e  t ins o f  meat  
ins t e ad o f  t h e  regulation two are  is sued t o  every man weekly . The 
regulation s  on hygi ene are rigidly p o l iced . Prophy l ac t ic t re atment 
of the lab our force i s  ins i s ted on:  mal ar i a l  at t acks are a lmos t 
wiped out , and the worms and o ther b ody p ar as i t e s  which infec t 
mos t  nat ive s  i n  the i r  v i l l ages are a l s o  e l imin at ed . Many l abour ers 
l earn new s tandard s  to f c lean l ine s s  and general heal th whi l e  working 
at Bulolo ; and , wi th the exp ans i on of Admini s tration medical  fac i ­
l i ties , they are more ab l e  t o  c ont inue s uch s t andards when they 
re turn home . 

Unfortuna t e ly the s ame c anno t be  s aid o f  educat ion . The lowly 
work which mo s t  nat ive s perform is unl ike ly to h ave app l i c at ion 
anywhere e l s e , or to c on fer any l as bene fi t . Lab o ur d ivis ion 

In Oct ober  1 9 6 2  there were re s i dent f ami l ies , wi th 
chi ldren . 
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i s  l arge ly on a race b as i s , s o  that almo st all  native s , l ac king 
education , p er form routine tasks whatever their  innate int e l l i genc e . 
Even the s o- c al led ' sp ec i al i s t s ' c ome int o  thi s  category : for 
examp l e , the highes t  paid o f  them are truck driver s . (See a l s o  
Chap ter 17 . ) 

The Admini s trati on ' s  fir s t  attemp t t o  create the c ond i tions for 
interrac ial  occupational mob i l i ty was the pas s ing of the Nat ive 
Apprent iceship Ordinance (No . 7 7  of 19 5 2 )  whi ch defined c ond itions 
for trade training o f  quali f ied indigenous peop le ; b ut there was 
l i t t l e  ac t ive promo t ion befo re 195 5 . The Ordinanc e was rev i s ed in 
that  year , and det ai led regulati ons - under whi ch p rivate indivi ­
dual s  or  comp anie s  could t ake on apprentices  - were i s sued . I t  
was s ome years , however ,  be fore the appr enticeship sys tem gathered 
momentum: BGD c ame into the s cheme for the f ir s t t ime in 1958 , and 
by 1 9 6 2  four o f  the nine nat ive apprent ices  at B ulolo were in the ir 
l as t year o f  training . With s ome of  the bes t -equippe d  workshops in 
New Guinea BGD i s  perfec t ly des i gned for app rent iceship . The prin­
c ip le o f  Eur opean rep lacement , cons i s t ent wi th the maintenance o f  
s t andard s , has recently b een accep t ed . 

C ond i t ions for appr ent ices  detai led in the 195 5  regulat i ons 
automat ically g ive them a higher s t atus than nat ives emp loyed 
under the Nat ive Labour Ordinanc e . A new ' comp.ound ' was c reated 
for the hous ing of appr en tices . App rentices  have t o  be  acc onnnodated 
individual ly in c ab ins measuring at leas t

. 
ten feet by t en feet . BGD 

made the s e  c ab ins bright  and attrac t ive ; and the s tatutory equipment 
( inc luding a r eading l amp , b ook-she l f , and other features )  i s  regu­
l argly inspec ted and maint ained . Every s ix month s emp l oye r s  mus t 
report on the p rogre s s  o f  their apprentic e s , who mus t  go t o  Port  
More sby for  a month at a t ime for ' b lock training ' c ours e s . Wage 
rates for app rent ic e s  a r e  c ons i derab ly higher than tho s e  for o ther 
native workers . Thi s  resul t s  in a s i tuation qui te d i ff er en t  from 
that in Aus tral ia , wher e  app rentices  are paid at  rate s  we l l  b e low 
the adul t bas i c  wage . 

One o f  the maj or d i f ficu l ties  in  exp anding the app r entic eship 
s ys t em i s  the p overty o f  b as ic educat i'on amongs t the nat ive p opu­
lation . A qua l i ficat i on of S t andard V II (a very mod e s t p rimary 
education)  is usua l , and thi s  nece s s i t at e s  t e aching e l ement ary 
Eng l i sh and ari thme t i c  b e fore proper t echnical  s tud i e s  c an begin . 
Thi s  ' pre - apprenticeship ' training involves much t ime . By the 
19 60s the number o f  openings for app renti ce s  exceeded the supp ly 
of qual i fied app lic an t s  One fac tor was the growth in emp loyment 
opp ortunit i e s  open to nat ives wi th s ome educ at ion , ano the r  was the 
re fus al o f  the Admini s tration t o  fix wage rates  f or t rained nat ive 
t rade smen : an app rent i ce on graduation c an f ind hims e l f  wor s e  o f f  
financ i al ly i n  emp l oyment than during the l as t  ye ar or two o f  h i s  
' t ime ' . 



C r i t i c i sms o f  the number o f  s t i l l  emp a t  Bulolo  
o f ten ove r l ook the d i f f icul t ies  b o th management and na tive 
recrui ts . It i s  dif ficult for an indus trial  c ompany to take s teps 
to  overcome obs t ac les  for wh ich the Admini s tration i s  
re spons ib l e . One un for tunate aspect  o f  the sys tem 
has been the d ivis i on between E uropeans and nat ive s . Rec rui t s  were 
accepted at two grade s , for two c las s e s  of t raining ; inev i tab ly 
Eur op ean b oys had a great advan tage in b as ic educati on , and they 
did not require the of ' protec t i on ' whi ch i s  extended to 
the nat ive s . In thi s  way a gul f was created ; though at the t ime 
o f  wri ting the Admini s tr at i on was p ropo s ing to remove the word 
' Nat ive ' fr om the Nat ive App rent iceship Ordinance and bring all  
t rainees under the one p iece o f  legi s l a t i on .  C learly the  re a l  
app licat i on o f  thi s  wi l l  depend not only o n  g o o d  wi l l  b ut also  o n  
a rapid  improvement in  nat ive educ a t i onal s t andard s . 

Thi s d iv i s i on , however ,  reflects  a deep - s eated and fairly thorough 
s egregation at  Bu l o l o . Where educ ated E urop e ans and their fami lies , 
requiring hous e s  and ameni t ies , are brought together wi th i l l i t erate 
labourers  l iving in a compound and unused t o  c iv i l i s ed c onditions , 
s e gregat i on automat i c al ly occurs . I t  i s  perhap s unfor tunat e  that 
nat ives were no t advanc ed e ar l i er in the company , s o that a bet te r  
base  for r e lat ions could have been made prac ti c ab le . Europe ans 
and nat ive s work togethe r , i t  is  t rue , but the latter are invari ab ly 
s ubordinate ( this  is beginning to break down in the p lywood factory) ; 
howeve r , they l ive and take the i r  leisure s ep arately , and 
nat ive s  even buy thei r  good s through hatches at the s tore s , whi l e  
E urop eans are served ins ide . 

One maj o r  b low agains t segregat i on was s truck in November 19 62  
when nat ive s were a l l owed t o  dr ink alcohol i c  , and E uropeans 
and nat ive s s tood for the fir s t  t ime at the h ot e l  b ar in  
Bulolo . The  training o f  local  tradesmen and the  breaking down o f  
b arriers  b e tween the rac e s  give good p romi s e  in the future o f  a 
s tab le , harmoni ou s , and produc t ive c ommunity , with BGD c ap i tal  
and s ki l ls c ont inuing to  c ontr ibute  to  the economic deve l opment 
o f  New Guinea . 



Many have ' d ep recated the mineral exp lo i t ation o f  underdeveloped 
areas by p r ivate intere s t s . Hancock ( 1943 : 101) s tated that the 
era of immens e private mining pro f i ts had pas s ed away , and should 
never again b e  permi t ted . 

Thi s  i s  a argument , and the r e trosp ec t ive imp l i cat i ons 
are not c lear . true that in the per i od 19 32-42 BGD made an 
op erati ng prof i t  o f  $32 , 28 1 , 602 , wi th regu l ar annua l  dividends t o  
shareho lder s  o f $ 3  per  $ 5  share . There was , however , n o  foreknow­
l edge of s uch a profit , and P l acer had had to  gamb l e  funds even for 
inves tigation at a p ar t icul arly cr i t ic al period . BGD had h ad t o  
h o l d  out high p romi s e s  t o  po tenti a l  shareho lders to rai s e  the work­
ing c ap i tal , for mining is inherent ly risky ,  and p eop le  never 
inves t  in i t  wi thout the hope o f · sub s t antial rewards .  And if a 
mining venture turns out t o  be  a b onanza , as did Bulolo , should  a 
government l imi t the pro f i t s  of  thos e  who t ook the chance ? To  d o  
s o  would make inve s t or s  c autious  o f  such inves tments .  

Had thi s  s i tua t i on not exi s t ed , New Guinea gold  c ou ld have been 
deve l op ed only through mas s ive pub l ic inves tment . But  c ou ld any 
government j us t i fy the r i s k ?  

Granted the s p e c i a l  nature o f  mining , there i s  no thing s ini s ter 
about the use of  p r ivate c ap i tal  in undevel op ed area s . The moral 
overtones der ive from Marxism-Leninism , and from the early work o f  
economi s ts l ike Hob s on ,  wh o  s aw the exp ort o f  ' surp lus ' c ap i ta l  as  
the driv ing force behind ' impe ri a l i sm ' . Thi s  has been c onc lus ive ly 
r efute d  ( s ee B rown 19 6 3 )  and it is now real i s ed that a greatly in­
c reased inflow of p riva t e  c ap i tal  t o  s uch areas i s  nec e s s ary . The 
re sul t can be s een in the f ac t , already no ted , that BGD c ontributed 
almo s t 20 p er c ent to  New Guine a ' s  revenue over the p re -war years . 
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