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The bulk of the work at Angoram is being done by the council
adviser and a clerk who works full-time on artefacts. He is an
ex-school teacher with a standard 6 education, and it is hoped
that eventually he will be able to take over marketing from the
council adviser, At both Angoram and Maprik, the councillors do
not appear to take much interest in artefact marketing.

Wewak L.G.C. had been engaged in marketing in 1965-66 but
stopped because it was losing money. Its mistake seems to have
been the low mark-up of only 10 per cent, which was not enough
to cover transport costs from the other councils, who supplied
some of their items. Also some artefacts were stolen because
there was no proper store.

(¢) Local traders. Traders in Wewak, Maprik, Ambunti and Angoram
deal in artefacts as a part of their business. 1In no case is it
their sole source of income now, but is combined with a store or
hotel, or with crocodile shooting. On the Sepik River, some items
are bought in the villages by traders and crocodile shooters,
Particularly when buying art, it is an advantage to be able to
barter as the immediate satisfaction of a desire for an outboard
motor may compensate for the loss of tribal property.

A few years ago, when more art was available, it was profitable
to travel the Sepik and its tributaries just buying artefacts, but
this is now unprofitable as villagers do not always have carvings
for sale and transport is expensive. If, however, one is carrying
trade goods up-river and back-loading with crocodile skins and
artefacts, the cost of transport is spread,

Several traders have employed full-time carvers but this was
unsuccessful as wages were sometimes higher than the returns. In
addition, if the trader was out of town, the carvers would sell
their artefacts to other people while being paid by him.

The traders probably handle about ,000 of artefacts annually.1
Several traders have a stock of art, equivalent to
several years of trading, the result, say, of insufficient
outlets, In addition, they want a price than buyers
are at prepared to pay.

(d) Several overseas traders and
lves or for museums) visit
each year, come make a better selection of arte-

facts and to reduce middlemen's its. Whereas a few years ago

is little more than a guess, particularly with regard
to probab conservative, Some traders declined
to S.
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many organised their own collecting trips for art, they now often
buy from other dealers.l Now they probably spend about $2,000 to
$3,000 in buying artefacts directly from villagers and about the
same in buying artefacts from dealers in the Sepik. Their time

is generally more valuable than that of the local dealers and they
pay villagers higher prices to get supplies quickly. This leads to
resentment by dealers who claim they disrupt the market for six
months,

(e) Trade between villagers and visitors, Carvers prefer to sell
their artefacts to tourists as they pay the highest prices., Resi-
dent Europeans provide another outlet but Wewak, with a European
population of about 2,000, is the only place where their activity
is of much importance - perhaps worth around $5,000 a year, Some
items are sold in the market, some are hawked to various houses.
In addition, patients in the leprosarium at Aitape sell about $250
worth of artefacts a year to visitors. The pots made at Tumileo
Island are taken by canoe to Wewak where they are sold to other
natives, About $400 worth of pots is traded annually., Artefacts
sales in the Sepik in 1966-67 are estimated as:

$

Roman Catholic Mission - Wewak 37,000
Roman Catholic Mission - Marienberg 7,000
Maprik Local Government Council 1,000
Angoram Local Government Council ' 5,000
Traders - Wewak , - : 2,000
Maprik 1,000

Ambunti 10,000

Angoram : 15,000

Overseas traders ' 2,000
Carvers to visitors 5,000
Total : ‘ 85,000

Villagers probably received about half of this, i.e., $43,000.
Official statistics for 30 June 1965-30 June 1966 give the export
value of native artefacts through Wewak as $46,965 and through
Madang as $28,331.2 Assuming that two-thirds of the artefacts
going through Madang were from the Sepik, the value of Sepik
material for 1965-66 may have been $76,000. Possibly the export

A journalistic account of one such trip by Dr Buhler of the
Basle Museum is contained in Gardi 1960,

Territory of Papua and New Guinea Qverseas Trade Bulletin, No.ll,
1965-66, p.34.
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of curios has risen by $9,000 in the past year. The 1965-66 figures
show an increase of $16,000 over the 1964-65 ones.

The Trobriand Islands

The productive process

In the Trobriands the traditional life pattern centred on yam
cultivation (see Malinowski 1922, 1935 and Uberoi 1962)., A land
shortage on Kiriwina Island,® the largest of the Trobriand group,
limits cash crops to a few coconuts. Consequently, producing
curios in time surplus to subsistence needs is the major source of
cash income for the 12,000 Kiriwinians. About 10 per cent of the
men (300-400) on Kiriwina carve. The estimated value of Trobriand
curio production in 1966 was $27,000,” giving an average return of
about $70 per carver,

Carvers do not specialise in the production of only one type of
article though certain villages produce a large proportion of
certain articles (e.g. Boitalu - small solid tables and Okaikoda -
bowls with carved handles). The return for eight hours of carving
is estimated to be slightly more than $1.

Traditionally, Trobriand districts were economically integrated
with exchanges of yams, fish and lime pots, and various villages
specialising in the production of particular items. Boitalu tradi-
tionally was the centre of carving activity and Malinowski says:

...in wood carving, and especially in the working out of
the wonderful, round dishes, in the manufacture of plaited
fibre work, and in the production of combs, they [Boitalu
villagers] are far more skilful than anyone else, and
acknowledged to be such; they are the wholesale manufac-
turers of these objects for export, and they can produce
work not to be rivalled by any other village. (1922:67.)

This traditional monopoly has now been broken as carving has
come to be looked on primarily as a way of making money. Further,
the Boitalu villagers have a low social position (Malinowski
1922:67) and their monopoly applied to only a limited range of
items., Most of the curios are new designs,

! Territory of Papua and New Guinea Overseas Trade Bulletin, No.10,
1964-65. Previous bulletins did not include the category of curios.

There are 12,000 people on 21 sq miles, which leaves relatively
little land for cash crops.

3 A.D,C., Losuia and hotelier, 4 See p. 68,
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Most of the carving is done in meku wood, a brown hardwood of
which the supply, according to the villagers, is sufficient for
all their needs, A few articles are carved from gai, a black hard-
wood of the ebony family, but this is in short supply on Kiriwina
and is found in the south of the island. The largest gai trees
left have about a five-inch radios and consequently no more black
tables of three-feet diameter are produced. On the outlying
islands of the Trobriand group, however, and in the Marshall
Bennett and Woodlark Islands, gai is more plentiful. As articles
carved from gai fetch higher prices, black shoe-polish is some-
times used on other woods to create the same effect,

Trees are felled, then the rough shape hewn with an adze., The
more detailed carving is done with a pocket knife. Rough sanding
is done with a clam shell and finer sanding with a stingray skin.
Finally, the article is polished with a pig's tusk.

Most carvings are now of poor quality,2 with a lack of attention
to detail and poor polishing. This decline in quality has been
explained as due to carving being traditionally done for trade and
utility, It was not anchored in religion and consequently was open
to outside influence. Nowadays the greatest financial return is to
quantity not quality.3

In addition to carvings, as the major item of the curio trade
tourists are offered colourful grass skirts (coloured with im-
ported dyes) and pearls, In Malinowski's time there were pearlers
on the island (1935:20) but there have been none since the beginning
of the war, They taught the Trobrianders the value of pearls and
generally only mis-shapen or poorly coloured ones are offered to
visitors.

Marketing

Artefacts are sold by the Trobrianders to tourists, traders,
missions and the Kuboma Progress Society. The price list™ is based
of prices paid by tourists from Port Moresby. The traders and
missions pay slightly less than the tourists,

(a) Tourists. Regular week-end charter flights carrying thirty-
two passengers started at the beginning of 1966. Recently some

Information based on an interview with five carvers in Boitalu
village.

Judgment.of the writer and of every trader and official inter-
viewed,

3 Project Officer, Trade and Industry, Artefact Survey 13-20 June
1963, File 6-20-1, Pt.4, F.100.

4 See Appendix C,
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Plate 4, Carving at the Wewak hospital.

Plate 5.

Making dishes in the Trobriand Islands,
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flights have been coming from Lae and Rabaul as well. The local
hotelier expects charters of overseas visitors to start coming
regularly during the week from July 1967.

The tourists are constantly surrounded by people wanting to sell
artefacts. There are usually 100-150 people at the airport, about
200 around the hotel and about 50-80 at each of the villages at
which the tourists stop when taken on a truck tour of the island.
Though the carving is done by men, they and their kin all partici-
pate in the selling. Bargaining is possible and the original price
may be reduced 50 per cent. Items costing less than 50c can be
obtained for about half the cash price if the payment is in tobacco
or chewing gum, as the seller is saved a walk of several miles to
the store,

Tourists are the main buyers at present. The A.D.C. estimates
that now tourists spend $25,000 a year on carvings. The hotelier's
estimate is $30,000 a year based on questioning a wide range of
passengers, The people on the charter on which the writer travelled
spent about $300, Allowing for a few big buyers and for Lae and
Rabaul tourists paying more, we may estimate the tourist-buying at
$25,000 annually, When tourists come during the week, this figure
can be expected to rise., Since the tourists started to arrive
regularly (i.e, the last eighteen months) despite increased pro-
duction and poorer quality, the hotelier states that prices have
risen by 100 per cent,

(b) Traders. Three traders on Kiriwina (the main one being the
hotelier) market curios as a small part of their activities. The
people bring their curios to the trader and suggest a price which
he either accepts or rejects, If rejected, the seller may come
back later and ask for a lower price. Traders select what they
want from the artefacts offered, as people will not carve to order.
It is estimated that traders paid about $4,500 to the people for
artefacts in 1966, Better-quality items generally are purchased

as this fits the demand in Australia and as expensive freight
charges must be paid (about 20 per cent on average of the cost).

It costs $24 to ship one ton (40 cu ft) from Losuia to Port Moresby
and a further $25 from Port Moresby to Brisbane.

The hotelier is connected with a store selling Trobriand arte-
facts in Surfers' Paradise, Queensland, and ships about 150 pieces
a month, He despatches the curios in newspapers and sawdust inside
crates by sea via Samarai and Port Moresby to Brisbane. Articles
are inspected at Losuia and Brisbane which leads, the hotelier
suggests, to much damage, Some items which he shipped in November
1966 had not cleared Customs in Australia by June 1967,

There is a 27 per cent Australian customs duty which traders
still have to pay despite the fact that in 1966 Australia ostensibly
removed duties on products of cottage industries in under-developed
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countries, The relevant forms had yet to be made available, and
their absence had inhibited exports to Australia,

(c) Missions. The two missions in Kiriwina, Catholic and Methodist,
both engage in a small way in exporting artefacts, The Scout shop
in Port Moresby sends one of the Catholic nuns $100 whenever it
wants Trobriand artefacts, She spends $90 buying artefacts from

the people and keeps $10 as the mission's commission., The Scout
“shop regulates the flow of carvings by the frequency with which it
sends cheques. Usually a shipment is sent every two weeks by col-
lect air freight from Losuia to Port Moresby. Anything fragile is
wrapped in newspaper and all items are packed in cardboard cartons.

The motive of the mission is to help both the Trobrianders and
the Scouts., Abodut $2,000 is paid to Trobrianders and the mission
makes a gross profit of $200 a year. The nun says she is offered
more than she can buy.

One of the Methodist missionaries is an amateur anthropologist
who sends some articles to a museum in South Australia, Sometimes
he sends articles free, but when the museum asks for specific items,
he is paid the price which he paid to the people. In some outlying
islands of the Massim district, people have little cash and he
accepts carvings in exchange for bibles and hymn books. The primary
concern here is with getting people to value the bible and to en-
sure its distribution, He seldom buys artefacts for cash as he
does not wish to be known as a trader., If he paid cash he could
buy much more. A couple of times in the past he has sent shipments
to dealers,

(d) Kuboma Progress Society. Since about 1950, villages in the
Kuboma district of Kiriwina have been saving money in a semi-
organised fashion. In 1964 a progress society was formed to
organise saving on a better basis and act as an unregistered co-
operative selling artefacts and copra. By June 1967, the society
had 303 members who had each bought a share of $10, It had accu-
mulated $3,098.56. Since 7 April 1965 the society has been supplying
the Girl Guides' shop in Port Moresby with curios. Each piece is
labelled with the carver's name, a number, and the price the carver
wants., The Guide shop, however, need not accept the carver's
valuation but_decides what it can sell an article for and pays

half of this. Prices paid were generally about a half to two-
thirds of what the carver wanted. For instance, the first
consignment was valued by carvers at $262 while the Guide shop

! They are now (late 1967) available,

Payment is made by sending a cheque to the A,D.C. Losuia, or
sending cash via some trusted person, e.g. Mr Lepani Watson, M.H.A,
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paid only $143,90, Valuation by the carvers in subsequent ship-
ments usually differs from selling price by about the same
proportion., This arrangement involves trust on both sides. The
society must send shipments in expectation of getting a fair price
while the Girl Guide shop must accept shipments in expectation of
finding most items of high quality and undamaged (if they are
damaged it loses money because of the cost of the collect air
freight). Some carvings were sent packed in copra bags and card-
board boxes without any packing material and some damage resulted.
However, payment was made for damaged items., The Guide shop also
made several complaints about quality.1 Sometimes the Guide shop
asked for specific types of articles and the president would ask
carvers for these types. However, he would continue to accept all
items offered to him, Consequently, the shipments are only partially
responsive to demand.

While the bulk of its carvings has been sent to the Girl Guide
shop, two lots were sent to other people in Port Moresby.2 A few
-small consignments of carvings were sent to the Girl Guides in
Samarai, and Burns Philp, Samarai, Table 2 summarises the society's
marketing.

Table 2

Marketing arrangements of Kuboma Progress Society¥*

Amount received

Year () Seat to
1965 22.70 Girl Guides, Samarai
1965 677.00 Girl Guides, Port Moresby
1965 - 2 lots to Port Moresby
1966 687 .40 Girl Guides, Port Moresby
1966 29.30 Burns Philp, Samarai
to June 1967 40,10 Girl Guides, Port Moresby
to June 1967 37.80 Burns Philp, Samarai
Total 1,494,.30

* Based on receipts for the goods sent.

The society's members do not intend to market any more carvings
because one to three months elapsed between shipment and payment,

e.g. Letters from manageress of the Girl Guide shop to president
of the Kuboma Progress Society of 22 September 1965, 12 January
1966, 20 June 1966.

This was in contravention of the agreement with the Guide shop
which complained and no subsequent shipments were made.
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whereas the new tourist trade pays more and in cash, Moreover,
most of the money from the sale of carvings through the society
was used to buy society shares. Now that the carvers have bought
shares, they are less interested in selling their carvings through
the society. Its involvement in marketing artefacts resulted from
the initiative of its president and his ability to keep records.
Unfortunately he is not able to keep accounts to show whether a
profit or a loss has occurred,

The value of artefact trade to the Trobrianders in 1966 was
estimated to be:

$
Tourists 20,000
Traders 4,500
Mission 2,000
Kuboma Progress Society 700
Total 27,200

(e) Role of other groups, The local government council wants to
improve the marketing of artefacts but so far has not implemented
any of its ideas. At its seventh meeting, a motion that 'every
progress society must have a carving committee' was moved by
Councillor Kalubai and passed.1 The councillors were to report to
the A.D.C. the _names of the people appointed, but no names have yet
been reported. At its eighth meeting, the council recommended
that a carving store be built beside the air strip to protect
people from the rain, to have people ready to sell carvings, to
ease c%rgo handling and to stop people stealing from the tourist
truck, ‘

During the council sessions, the A.D.C. mentioned the possibility
of having a special mark to designate Trobriand art,™ and also
suggested that the council build a traditional food house (bwaima)
at the council centre as a carving house so that tourists would
come to look at the building and buy carvings.

1 L.G.C. meeting No.7, 27 October 1966, Agenda Item No.3, Each of
the three regions of Kiriwina has a progress society but only the
Kuboma one has ever marketed carvings. The exact nature of a carv-
ing committee is not clear from the L.,G.C. minutes but it seems to
consist of one man inspecting the carvings to see they are of good
quality,

2 A.D.C. Losuia,

L.G.C. meeting No.8, 16 December 1966, File 1-3-2,
L.G.C. meeting No.7, 27 October 1966, File 1-3-2,
L.G.C. meeting No.9, 16 December 1966, File 1-3-2.

v &~ W



69

The Administration is involved in the artefact industry in three
ways: it ‘inspects carvings to enforce the Cultural Ordinance, it
gives advice to the L.G.C. and the Kuboma Progress Society, and it
is engaged in a tree-replanting programme., Four thousand seedlings
have been distributed in the last fifteen months and half of them
were of a type suitable for carving.l Carvers in Boitalu village
said that everyone in their village had been given one tree to
plant in April 1966, but they attached no particular importance to
this as they felt that there were sufficient meku trees for their
needs,

The first co-operatives officer was appointed to the Trobriands
in March 1967. He plans to reorganise existing rural progress
societies as co-operatives,

Artefact marketing in Papua-New Guinea

The conclusion of this report must be tentative as only two
areas were visited and marketing was approached only from the
supply side. The contrasts between the situations in the Trobriands
and the Sepik are marked. While both are areas:with few alternative
commercial activities, and carving has flourished in both places
partly for this reason, nevertheless the markets they serve and the
impact on quality and volume of carvings made differ strongly.

In both the Sepik and the Trobriands, commercialisation of art
has led to more people taking up carving., But it is unlikely that
it will become a full-time occupation in either place because of
the demands on people's time made by customary activities and
village subsistence, 1In the Sepik there has been a mixing of
styles due to contact with carvers from other tribes, while in the
Trobriands the one-time specialities of one area are now made in a
number of places,

The rapid growth of trade in artefacts is a common feature, but
the impact on the Trobriand economy is much greater than in the
Sepik. The Trobrianders are estimated to receive $25,000 per annum
at present or $2 per head of population, while the $45,000 earned
throughout the Sepik is much less relative to the large population.

The markets are also different. The Trobriand artefacts are
almost all sold within New Guinea, mainly to local tourists, with
only a small amount being disposed of in Queensland, while the bulk
of Sepik trade is with overseas dealers. Sepik art has a world-wide
reputation which it has maintained possibly because the impact of

1 A.D.C. Losuia, South Pacific Post, 4 August 1967,
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commercialisation has not lowered quality to a great extent, The
Trobriands retain an aura of the South Seas lingering from
Malinowski's writings, but what little reputation they may have

had for art would have been destroyed by the drastic lowering of
quality over the last few years of commercialisation, While it is
not certain that this factor would exclude Trobriand artefacts from
world markets, it does make the prospective opening of such markets
to them more problematical. Nevertheless the question is worth
exploring.

Tourism has been the key to the Trobriand market. It grew fol=-
lowing the building of the hotel which is now a centrepiece of the
island's cash economy, So far, the tourists have been local, coming
from within Papua-New Guinea for weekends, but the advent of over-
seas tourists will further enlarge the artefact market within the
islands, Increased demand from now on will probably lead to an
increase in quantity without much further increase in price. As
tourists are not discriminating buyers and the present return is
to quantity not quality, the decline in quality may be expected to
continue,

In the Sepik, a decline in quality due to influx of tourists may
be less likely. Although overseas tourists may be expected to come
in some numbers within a few years, the population of the Sepik is
so large that their impact will be limited. 1In any case the first
response will probably be an increase in price as well as some
increase in quantity and this may-slow the expansion of the overseas
trade, as dealers will have to match the new price level,

A system for maintaining quality would be useful for both areas.
One possible way would be the introduction of a trade mark, 'Made
in the Sepik' or 'Made in the Trobriands' with the right to affix
the mark held by the local government council which would charge a
small fee, This might be the most useful role the council could
play in the Trobriands, where so far they have merely talked in
general terms about council involvement in marketing. Without the
intervention of councils or some similar public authority, trade
marks. will prove impracticable, as their use by traders or missions
is unlikely, and would not create confidence in the system,

All the Trobriand marketing agencies except individual villagers
have a subsidiary role because tourists are the main market and the
villagers can meet them face-to-face, The missions on the Trobriands
might find it difficult to adopt the aggressive marketing role of
the missions in the Sepik, but in any case their actions to date
suggest they are not inclined to. The traders on the Trobriands are
also less adventurous than their Sepik counterparts, and it is
largely because they have failed to make world-wide contacts that
there is no foreign market for Trobriand carvings.
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In the short run the market outside the Trobriands could be
developed and transport costs reduced if large quantities were sent
by sea instead of small amounts by air. Trade would become more
profitable if the Customs Department could make available the form
required to gain exemption from the 27 per cent Australian customs
duty.,

The long=-run interests of the Trobrianders may come to parallel
the contemporary concern of the Sepik trade - the prestige market
abroad. But whether this will develop and whether it is worth
developing seems to depend on the degree of expansion of the tourist
trade, If local people desire to participate in selling artefacts
outside the Trobriands the council might enter the field. Alterna-
tively a co-operative based on the Kuboma Progress Society, with
its initial capital of $3,000, might be successful, if it could
learn from earlier mistakes and if packing and book-keeping methods
were improved, But this would be a new field for co-operatives,
While they aim at maximum participation of indigenous people in
economic activities, maximising returns is often a secondary objec-
tive., A co-operative or the council might prove able to tap the
overseas market which the traders have neglected. ' '

In the Sepik quite large profits are being made by dealers in
art (as distinct from curios), a profit that arises basically from
the people's ignorance, But it is difficult to devise a scheme
which would confer these profits on the carvers. The missions in
the Sepik do not mind being seen as traders and they effect eco-
nomies in their overall transport operations by buying artefacts.
Their aggressive penetration of foreign markets is similar to that
of the traders and between them they have been largely responsible
for the emergence of this new source of income for the region.

The councils have imitated their methods, mot always successfully,
for much seems to depend on the interests and aptitudes of the
council advisers,

There is probably still a considerable potential demand for
artefacts which well-organised suppliers could satisfy, but some
dealers have not established satisfactory enough connections to
maintain and enlarge their export business, Group organisations
may not fare well in this field because the successful marketing
of artefacts seems to depend a good deal on the interests and
abilities of individual carvers and dealers, and the idiosyncracies
of individual purchasers. While we may deplore the decline in
quality which has been entailed, the ancient art was doomed to
extinction anyway, and the new trade has brought unlooked-for
income to economically backward regions, their villagers, mission-
aries and traders,
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Appendix A

Prices of materials for decoration in the Sepik districts

$
String of dog's teeth 0.10
Cassowary feather 0.01
20 half-in long shells 0.10
Bag of half-in long shells 10.00
4 round shells three-quarters-in diameter 0.10
3 round shells half-in diameter 0.10
Cream jar of white clay 0.10
Appendix B
Price list: Biwat and Greater Maprik L.G.C.'s
Biwat Selling price
‘ $

Black mask, eyes and mouth cut out, features

highlighted with brown clay with shells,

pig's tusk in nose, 3 ft long 10.00
Black mask, single lines, 2 ft long 2.,00-4,00
Mask of red clay 8.00-15,00
Mask, clay on cassowary dagger, pig's tusks

in head, dagger 12 in, 4 in high head 8.00
Murik figurine, 8 in - 2 ft 0.50-2.00
Chambri vase with 2 heads on, 3 ft 5.00
Chambri pencil holder, 2 faces 0.50-1.00
Wicker painted mask, 2 ft 3.00-5.00
Painted fish hook 1.00-2.00
Shield, painted pattern cut, 6 ft 6.00-8.00
Crocodile, 12-18 in 1.00-2.00
Carved galip nut 0.15
Crocodile table 30.00
Stuffed crocodile 5.00-8,00
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Greater Maprik

Yam mask, 12 in

Yam mask, 6 in

Maprik face (wood) 8 in

Statuette, 15 in

Statuette, 12 in

Wosera Tubuan 3 ft (a wicker
head which rests on the neck)

Wood head, 3 ft

Statuette, 2 ft

Statuette, 4-5 ft

Wall section from house
tambaran, 2 ft x 4 ft

Appendix C

Buying price
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Selling price

1.50
0.50
0.50
4,00
1.50

3.00

6.00

0.60
2.00-4,00

3.00

Trobriands price list*

Small carved pig, 4 in long
Larger carved pig, 7 in long

Lime gourd, brown lines painted on 1 .in radius
Lime gourd, brown lines painted on 2 in radius

Comb
Crocodile, 10 in

Bowl, carved, handle, 1 ft - 2 ft

Drum, carved sides, snake skin top,
12 in - 18 in high, 2 - 3 in diameter

Walking stick - meku
Walking stick - gai

Table with 3 interlocked legs, 18 in

diameter, carved top

Table - one piece, base of two figures

supporting a 12 in diameter top

Madonna
Pearl
Grass skirt
Shell

* Prices are approximate only.

2.00
0.80
0.80
5.00
2.00

4,00

8.00

1.00
3.00-5.50

4,00

Selling price

$

0.20
0.40
0.20
0.40
0.30
0.80-1.,00
1.50-3.00

3.00-5.00

6.00-8.00
0.50-1.,00
0.10 upwards
1.00-2,00
0.10.0.20

They seem to be a function of

both size and quality, with size having an unwarranted
influence. Prices from one village to the next showed

little variation.



Chapter 6

Namasu: an innovation in economic organisation

I.J. Fairbairn

Namasu Limited is by far the largest commercial company in New
Guinea which is owned predominantly by New Guinean shareholders,
and there is much in the Namasu experiment of interest to those
concerned with economic development in Papua-New Guinea and other
developing nations. There are features of the company's structure,
techniques and objectives which distinguish it sharply from other
business organisations in the country. Before discussing these
features, some indication is given of Namasu's trading activities
for the seven years to 1966,

Scale of operations

Namasu's gross sales bear out the remarkable growth of the com-
pany. As shown in Table 1, sales reached $1,700,000 by 1966 and
will probably exceed $2,000,000 in 1967 - a_level which is achieved
by few trading organisations in New Guinea,

Namasu's net profits and dividend payments have grown in step
with sales: 1960, $9,338 (6 per cent); 1961, $962 loss (6 per cent);
1962, $14,938 (7% per cent); 1963, $24,474 (7% per cent); and 1964,
$30,480 (7% per cent). Profits rose considerably in 1965 but fell
slightly in 1966, The dividend rate has risen in response to the
upward trend in sales and profits: a rate of 10 per cent was
declared in 1965 and 1966.

A major factor underlying the impressive sales record has been
the geographic spread of the company. At first, apart from a small
volume of trade carried by ship along the southern part of the

To give some idea of comparative size, these sales figures can be
compared with the total turnover of $2,146,000 recorded for 1966 by
the 162 registered co-operative societies in New Guinea, Had
Namasu not encountered problems arising from limitation of staff
and storage facilities, especially in the years 1960-64, its sales
would have been considerably higher.

76
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Table 1
Gross sales
($)
Qutstations Produce Shipping Other¥* Total
and wharf
1960 30,152 57,360 50,500 1,768 139,780
1962 84,798 137,862 50,788 127,548 400,996
1964 209,608 292,356 53,550 184,496 740,010
1966 804,098 386,580 65,998 443 622 1,700,298

* This comprises gross earnings from merchandise trading in Lae,
the book and curio shop, a coffee and coconut plantation and a
soft-drink plant.

Madang coast, Namasu's trading activities were confined to points
within the Morobe district. From these points Namasu traded
directly, both on a retail and wholesale basis, with New Guinean
planters, storekeepers and consumers, as well as with many mission
and congregational stores, The move to the highlands in 1963
marked a major development, with large bulk stores (with retail
sections) being set up in major centres along the highland road.
At present, Namasu has eighteen branches and sub-branches in opera-
tion, and it contemplates setting up at least six more stores,
thus giving the company a trade store in every major centre in the
Eastern and Western Highlands, Madang and Morobe,

Other lines of activity have also contributed to the rise in
earnings. One of Namasu's ships has, for some years, been engaged
in carrying bulk cargo for other commercial organisations, and this
has proved a particularly remunerative arrangement, The company
holds a long-term lease on a 1,200 acre plantation containing
several hundred acres of coffee and coconuts, and operates a soft-
drink plant (acquired in 1966), a small dressmaking outfit, and
assists in the management of a book and curio shop. A sharp in-
crease in sales is expected from the plantation because the
considerable plantings made in the past few years are only now
coming into full bearing.

Ownership

Namasu is the first company in the country to operate on the
basis of joint ownership between Europeans and New Guineans, Its
basic objective has been to involve the indigencus people as active
partners in a modern commercial organisation, and to provide them
with an opportunity to invest their funds. There are at present
about 5,300 New Guinean shareholders, and they account for slightly
over half the total issued: capital of the company, Namasu wants to
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see the New Guinean share rise and it consistently emphasises the
future possibility of complete ownership by New Guineans to
European and New Guinean shareholders alike,

A number of considerations ruled out an earlier proposal that
only New Guineans be allowed to hold shares. Section 5 of the
New Guinea Ordinance (1933-1938), repealed in 1960 as a result of
pressure from Namasu, stipulated that two-thirds of the issued
shares of a company registered in New Guinea had to be held by, or
on behalf of, British subjects, and New Guineans were not British,
It was also believed that the amount of capital which could be
collected from New Guineans would be inadequate (although in fact,
their one-third share was fully subscribed in 1960, and under the
Ordinance, further applications had to be refused), In addition,
Namasu was envisaged as a 'bridge institution' where both Europeans
and New Guineans shared ownership and control. Finally, it was
considered desirable for the first few years that Lutheran bodies
should be in a position to exercise a controlling influence by
holding a substantial share of the total capital,

Nevertheless, Namasu has gone a considerable way towards in-
creasing the New Guinean proportion of the total shares, as can be
seen from Table 2, :

Table 2

Shareholding
(%)

1960 1961 1962 1963 1964 1965

Lutheran Mission
of New Guinea 40,000 40,000 40,000 40,000 40,000 40,000

Europeans 11,934 16,978 21,554 23,664 23,870 24,392
New Guineans 30,572 31,728 46,576 49 .950 _ 63.354  74.316
Total 82,506 88,706 108,130 113,614 127,224 140,708

There are several reasons for the pattern in Table 2. On the
demand side, the company's capital needs have been high, and at
times considerably above the funds available from share subscrip-
tions, profits and loans, Given the company's cautious attitude
towards relying too heavily on borrowed funds, this has meant a
continual state of under-capitalisation. The gap has been partic-
ularly large since 1962, when the expansion into the highlands
called for large capital expenditure.

On the supply side, it was understood from the beginning that
the Lutheran mission would not act as a continuing source of capital,
Its initial investment of $40,000 has not changed, and there is some
desire on the part of the mission to withdraw it as soon as
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appropriate. The desire to raise the proportion of shares held by
New Guineans has limited the number allocated to Europeans - at
least since the two-thirds provision of the New Guinea Ordinance
was removed, FEuropeans were encouraged to invest in Namasu so long
as indigenous capital was flowing in at such a rate that the New
Guinean proportion of ownership was rising, or at least being
maintained, The heavy inflow of European funds in 1966, as will
_be indicated later, was an important departure from this rule.

During the last few years the inflow of New Guinean investments
has been well below the rate Namasu desired, The result of share
promotion work carried out in the villages has been disappointing,
and suggests that a state of diminishing returns in relation. to
effort has been reached. The easier capital situation of the
early years was due to factors which are no longer present or are
less significant, One of these was the strong desire by the people
in certain areas for Namasu to set up trading services in their
locality, particularly in remote areas which lacked regular
marketing and ‘trading services. A common pattern was for groups
of villages (assisted perhaps by the local missionary) to collect
large amounts of money, which would be offered to Namasu as share
money to encourage it to enter that area, However, once Namasu
had established itself in the area, the people were less anxious
to invest further as their initial goal had been achieved.

Another consideration was the personal influence of the manager,
Mr Fugmann, who was widely known and highly regarded in the Morobe
district as business manager for the Lutheran mission. Personal
visits by him to hundreds of villages in the district built up
trust in Namasu and assisted in mobilising share capital, But as
he was comparatively unknown in the highland areas, this technique
could not be applied there,

Other factors which have contributed to the poorer response to
Namasu's share drives in recent years include the appearance of
alternative channels for New Guineans to invest their money (in
co-operatives, trade stores, plantations and capital equipment),
and Namasu's failure to meet the unrealistically high expectations
held by many shareholders in the matter of returns from their
investment, Further, the company's method of distributing dividends,
and the existence until 1966 of different dividend rates for ordi-
nary and preference shares, tended to breed confusion and dissatis-
faction,

1 Dividend paymerits are calculated for shareholders on a village
basis, with the responsibility for their distribution to individuals
usually entrusted to some leading personality in the village who
holds shares in the company. The effectiveness of this method of
distribution cannot be judged with certainty owing to the lack of
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Now that investment by large groups is less common, the company
must increasingly deal with individual New Guineans, or with small
groups. This, coupled with the small amounts subscribed by indi-
genous investors, makes for certain diseconomies in the collection
of share money. The most common amount invested by New Guineans
was $10 (which is the minimum amount subscribable) and the overall
average for New Guineans was $15.

The difficulty over the supply of New Guinean capital in the
face of strong demand for additional funds underlay two major
developments in 1966, First was the ‘acceptance of a considerable
amount of European capital: of the total of $79,744 share money
approved in 1966, Europeans accounted for $40,240 (of which $29,704
originated in Australia), This left $39,504 from New Guineans and
of this amount, $24,000 was claimed by ELCONG (Evangelical Lutheran
Church of New Guinea), so that the total amount subscribed by
individual New Guineans was comparatively small. Second was the
resort to higher levels of loan money: Namasu successfully nego-
tiated an appreciably higher overdraft ‘limit at the bank.

These developments highlight the conflict between the company's
long-term aims and more immediate needs for additional capital, but
a similar inflow of European funds is unlikely to be repeated, The
demand for capital will ease as the present expansionary phase
tapers off, and Namasu's profits and reserves are expected to play
an increasing role as a source of investment funds, Moreover,
Namasu is presently considering new techniques for mobilising
indigenous capital, including the training of local staff for full-
time share promotion work in villages.

Directorship

Five of the nine members of the first board of directors of
Namasu were New Guineans, while the present board comprises six
New Guineans out of a total membership of twelve. There has been
a tendency to choose directors with Lutheran backgrounds who have
been prominent as mission workers, school teachers, traders or
leaders in their own communities, The geographic groupings of the
shareholders have also been taken into account in the selection.

(continued)

information, but in principle it leaves much to be desired as there
is no way of making certain that each shareholder is actually paid
his dividend. A major reason for having preference shares was to
reduce the risk in New Guinean investment. They were abandoned in
1966 because holders of preference shares (and this involved most
New Guineans) complained that they were getting less than holders
of ordinary shares. The fact that Europeans held only ordinary
shares made it necessary to eliminate this source of confusion.

1 The highlands have not yet ‘a representative on the board, probably
due to the recentness of Namasu's arrival there,
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Further, it was considered desirable that the indigenous directors
should be young and have a reasonable grasp of the English language.

The appointment of indigenous directors was regarded as an
integral element of the firm's structure from the beginning, despite
the recognition that their contribution to policy-making might be
small in the early stages. Their inclusion gave them the opportu-
nity to participate in the operation of the company and to
familiarise them with the mechanics of a multi-purpose commercial
organisation., From this experience it was hoped that they would
be able to make a more positive contribution to an enterprise which
was concerned primarily with the indigenous people.

The contribution of New Guinean directors to policy formation
so far has been limited, I did not come across any major policy
matter being brought before official meetings on their initiative.
Their participation is largely in the form of requests for clari-
fication and explanation of issues being discussed. The present
limited level of business experience by New Guineans and the complex
nature of a large trading enterprise make this situation unavoidable.
Nevertheless, their influence should not be underestimated: no policy
matter can be adopted without their concurrence, and at times this
has not been easy to secure, For example, in 1960, considerable
effort was needed on the part of the managing director to convince
the New Guinean directors that widening the basis of shareholding
to include those not of the Lutheran faith would not undermine the
basic character and objectives of the company. Again, in 1966
they were largely responsible for the rejection of a motion propos-
ing to embark on a share promotion drive among Lutherans in the
United States,

While fuller participation by the New Guinean directors is
developing, several measures could assist them in the short run.
In interviews, several indigenous directors said that a serious
problem they had to face was a lack of information on the activities
of the company. The problem was particularly acute for those living
in remote areas., The New Guineans therefore suggested that Namasu
should produce a regular bulletin or circular in pidgin, informing
them and shareholders of the company's development., Further,
directors should be informed, in writing and in pidgin, cof matters
in the agenda for discussion at board and general meetings well
before they are held, so that there can be enocugh time to carry out
preliminary discussions and perhaps to seek explanations of such
matters. Minutes of meetings should also be recorded in detail and
copies made available to the directors for future reference, 1If

Since 1960 shareholding has been open to 'such members of the
Evangelical Lutheran Church or such other persons as the Directors
in their discretion may...think fit',
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such measures could be implemented, they felt that they would be
better prepared for the discussion of policy matters and thus make
a more positive contribution. They would also be better equipped
to explain company matters to shareholders,

Employment

Namasu's policy is to appoint New Guineans to positions of
responsibility wherever possible, but there are insufficient ex-
perienced and qualified New Guineans to handle responsible positions
at the top of the company structure., In mid-1967, there were
approximately thirty New Guineans, compared with fourteen Europeans,
occupying leading positions in the office, bulk store and branch
stores - a ratio in favour of New Guineans which is probably not
equalled by any other commercial organisation of comparable size
in the country, The clerical staff at central office comprises
two Europeans (an accountant, who is also assistant manager, and
a receptionist-secretary) and approximately twelve New Guineans
(Plate 6). The latter, most of whom are graduates of the Commercial
School and trained by Namasu, handle practically all the clerical
work, including the highly complicated accounts section. In
shipping there are three New Guinean captains and one European;
while in trading, indigenous managers are responsible for all but
six of the twenty branches and sub~branches. One notable aspect
of the employment of New Guineans in these positions is their low
rate of staff turnover. The company has made more effort inm staff
training than any other company in the country., The necessary
experience, education and attitudes can only be acquired over a
lengthy period of time, and to push New Guineans prematurely into
top managerial positions may retard the rate of growth of the
company. The indigenous directors interviewed considered that
Namasu will have to depend on European managers and supervisors
for some time, but they also emphasised the need for the company
to do more in the way of training indigenous people.

Promotion to top managerial positions will probably occur in the
rural trading sector within the next few years, although for the
moment it is necessary to rely on expatriate managers to handle the
major trading points, not only because of the large volume of trade
involved, but also because of strong European competition in these
places, The New Guinean finds himself at a comparative disadvantage
in such a situation,

Assistance

Namasu's assistance to New Guineans includes those activities
which are directed towards providing New Guineans with a particular
service, even though it may not be warranted on strictly economic
criteria, They are primarily motivated by the company's desire to
help the indigenous people in their efforts to achieve social and



Plate 6. Namasu's headquarters at Lae

Plate 7. Cargo-handling

at the Namasu wharf, Lae
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economic development, The fact that some of the activities con-
cerned have resulted in tangible economic benefits to the company,
or have the potential for doing so, does not invalidate the basic
motivation,

Namasu's shipping service may be taken as the first example of
such assistance to New Guineans, despite the fact that on the whole
it has been a paying proposition (Plate 7). Three of Namasu's
vessels provide the only regular transport service to the approx=
imately 300 miles of coastline from Lae to Madang, a stretch of
land that is sparsely people, economically backward, and largely
neglected by other commercial bodies, Many of the villages are
small and remote (especially along the north coast), and the volume
of produce bought and merchandise sold is too low to justify regu-
lar calls, In such places Namasu's shipping service has enabled
the people to market their cash crops at regular intervals and to
purchase fresh supplies of trade goods and, most importantly,
allowed them to plan their production activities to fit in with
the arrival of a ship. Villagers now find it easier to travel to
the larger centres for education, hospital care, business and
social visiting. The general effect of services has been to
stimulate economic development in the region and the large increase
in Namasu's sales in the area in recent years reflects this.

Another example concerns the New Guinean trading store sector,
where a high casualty rate is commonplace. It has been the com-
pany's policy to encourage New Guineans to handle their own retail
trading and, with this aim in view, it has not only concentrated
its own trading activities on wholesaling in areas where New Guinean
storekeepers are providing an adequate service, but also provided
practical help to New Guinean entrepreneurs.2 Thus, branch managers
in all stations are instructed, as a matter of policy, to familiarise
themselves with the local village economy and to provide technical
and managerial assistance to New Guineans whenever possible, For
example, many local storekeepers need assistance with pricing
merchandise (under-pricing and outright 'gifting' of trade items
are common problems), designing and purchasing material for building
trade stores, or purchasing trucks and other capital goods.

Namasu's managers set up and provide regular supervision of a
simple set of accounts for some indigenous storekeepers., The
European managers of Namasu's bulk stations I interviewed appeared
to be fully conscious of the importance of these aspects of their

Namasu raised its total sales in the coastal area from Lae to
Madang by over 60 per cent during the three years to 1965,

Namasu prefers to establish bulk stores which supply New Guinean
and mission stores, and to provide a retail service only if it is
necessary,
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work, and devoted a considerable amount of their working time to
it., The fact that Namasu deals with over 600 New Guinean-owned
stores gives some idea of the training value of this type of
assistance,

The promotion of New Guinean entrepreneurship and the desire to
reduce the dependence of indigenous businessmen on European and
Chinese traders (both of whose propensities to exploit New Guineans
are well known)1 are the basic rationale for Namasu's assistance in
this area. From the viewpoint of the company's own interest, also,
the policy has considerable merit. The development of its bulk
trade requires a growing village retail sector, while the highly
competitive situation in certain areas, such as in some of the
large highland centres, demands that a trading body must offer
more than the usual trading services in order to retain its com-
petitive position.

Direct assistance to villagers has assumed other forms. Thus,
the building of the Hube mountain airstrip in 1959, vital for the
marketing of coffee from the area, was organised by Namasu (built
by voluntary local labour, it was later taken over by the Adminis-
tration), In 1962 the company appointed a 'project manager' to
advise and provide practical assistance to villagers on thé growing
of marketable vegetables, the operation_of trade stores, and the
construction of copra kilns and driers. Namasu has also helped
villagers in their road-building programmes (e.g. the current
project at Waringai), and has always been ready to act as con-
sultant on a wide range of problems (e.g. to the Boanas, during
the latter part of 1966, on whether they should use their money
to build a road or to buy an aeroplane).

Another type of assistance involves Namasu's training activities
at the Commercial School - the only one of its kind in Papua-New
Guinea, = The school was founded by Namasu in 1959 to teach elemen-
tary book-keeping, commercial correspondence, arithmetic and English
composition,” but in 1965 it was taken over by the Lutheran mission.
The school now enrols about forty students in Forms 2 and 3, and

Many New Guinean storekeepers themselves indulge in such prac-
tices as over=-pricing of merchandise and short-weighting of produce.

Finance for this project was obtained from an international
Christian organisation (The Bread for the World Fund). Although
it was short-lived, the project ‘achieved some notable results, in-
cluding the many kilns built in the Buang mountains and Malamaki,
and the onion-growing experiment in Dedua.

Lessons were conducted by members of Namasu's staff from 6 a.m.
to 7.30 a,m, during working days.
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its facilities, including student living-quarters, are of a high
standard, Students spend several months of the year doing prac-
tical training work at Namasu, in return for which they receive
contributions towards their upkeep and a regular wage, Of the
annual crop of graduates, usually only a small number are employed
by Namasu although twelve found employment there in 1966; the
remainder are employed by other commercial organisations and
mission bodies. The benefits of such a scheme therefore extend
well beyond Namasu,

Namasu's activities in connection with the book and curio shop,
which was established in 1959, are another form of assistance. It
has continued operating despite the fact that its contribution to
total earnings of the company has always been negligible, partly
because books are sold at cost, Literature of a serious nature,
with emphasis on Christian works and publications in the vernacular,
is sold, and until recently the shop was the only outlet in Lae for
indigenous handicrafts, It was originally planned as an outlet for
handicrafts produced at schools and mission bodies, but the response
from them has been poor, The literature section of the shop has now
been taken over by the Christian Book Centre of Madang, but Namasu
remains in charge of curios and stationery,

Namasu and the Lutheran mission

Much misunderstanding exists about the relationship between
Namasu and the Lutheran mission: a widely held view is that the
company is controlled and predominantly owned by the mission, so
that a considerable part of the profit accrues to this body.

Namasu has gone to considerable trouble to emphasise that it is a
trading company which functions quite independently of the mission,
and that any dealings between them are conducted purely on a com-
mercial basis, Nevertheless, the relationship i§ a complicated

one, and there is little doubt that Namasu has benefited in a number
of ways from the mission, just as the converse, though to a much
less extent, has been true,

The existing arrangement about the manager of Namasu represents
one obvious link between Namasu and the mission which has been
vital to the development of the company. The present manager is a
lay missionary on the Lutheran mission staff, formally on loan to
Namasu, For this service Namasu pays an annual fee to the mission.
This arrangement arose from the circumstances of the company's
beginning, but was not intended to be a continuing feature, and
will probably be broken when the present manager retires, and the
position becomes open to anyone whom the board of directors finds
suitable,

The possibility of a non-Lutheran becoming manager of Namasu
caused some concern to one of the New Guinean directors interviewed:
he felt strongly that this link with the mission should be maintained
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much as, for example, the Administration's link with a particular
co-operative is maintained through the co-operatives officer,
However, on the basis of recent developments within the company,
it is unlikely that such a view will prevail. The three most
senior members of the staff at central office who may possibly be
in line for promotion as manager, are not members of the Lutheran
Church,

Namasu's mission background and links have also helped secure
low-interest loans and outright grants from special sources. A
particularly valuable one was a grant of $42,000 (which, however,
Namasu chose to treat as a loan) obtained in 1959 from a church
organisation known as Neuendettelsau.l This money helped con-
siderably in getting Namasu off the ground, Part of it was used
to buy a trading vessel, part to employ a 'project manager' to be
concerned with economic development in villages, and part to help
finance the work connected with the Commercial School, Namasu has
relied on other international and local church bodies for loan
money on subsequent occasions.

Other benefits deriving from Namasu's association with the
Lutheran mission include the patronage of Namasu's stores by New
Guinean Lutherans (mission and congregational stores among them),
the contribution made by mission personnel, especially New Guinean
evangelists, in stimulating interest in Namasu in new areas (e.g.
in certain highland places such as Kainantu), the use of mission-
controlled lands as store sites in certain areas, and the tendency,
particularly marked in 1966, for people working in mission organi-
sations to invest their savings in Namasu, Namasu has also often
turned to senior mission personnel for advice.

Conclusion

The main purpose of the foregoing survey has been to describe
the major features that distinguish Namasu from other trading
enterprises in New Guinea, and to point out a number of problems
arising from the apparent conflict between certain of these features
and the immediate practical needs of an expanding corporation.
While no attempt has been made in the paper to assess the signif-
icance, if any, of these special aspects for the impressive rate
of expansion achieved by Namasu over the period to 1966, some
mention was made of their importance for the process of economic

This money was secured from The Bread for the World Fund, an
inter-denominational Protestant corporation to which all Protestant
churches in Germany belong. Funds are collected annually (during
the Christmas season) from all over the world, and made available
to underdeveloped countries to assist in the implementation of
various social and economic projects,
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development, particularly as it relates to the economic well-being
of the indigenous people, Namasu's principal contributions would
appear to be as follows,

(i) It has demonstrated that a corporation form of economic
arrangement, modified to allow for a considerable degree of New
Guinean ownership and control, can function effectively. This type
of organisation therefore becomes a further possibility for the
promotion of indigenous participation in the commercial sector, in
addition to existing forms such as co-operatives and privately-
owned enterprises,

(ii) It has conduced a more efficient allocation of resources,
firstly by combining European managerial skills with indigenous
capital, and secondly, by providing an investment outlet for
indigenous funds which might otherwise have been used unproductively,

(iii) It has provided vital links between the subsistence (or
semi-subsistence) sector and the advanced sector by its shipping
service and network of trade stores. It has thereby stimulated the
demand for trade goods among New Guineans and provided the mechanism
for the effective exploitation of the productive potential contained
in the village economies. Both of these factors are critical for
stimulating economic development among the indigenous people,

(iv) The company's wholesaling activity has benefited the
village retail trade sector by providing a readily accessible
source of supply of trade goods, while its assistance to New
Guinean storekeepers has helped raise the level of indigenous
entrepreneurship,

(v) The rise in cash income and the realisation of various
external economies made possible by Namasu's activities in certain
areas have induced other service organisations to enter such areas,

No doubt the innovations for which Namasu has been responsible,
especially the most crucial one of admitting New Guineans into the
company as investors and directors, will continue to arouse con-
siderable interest, The 'demonstration effect' of these innovations
is likely to be of some significance, more so as Namasu continues
to expand and becomes better known throughout the country. In fact,
the process is well under way, as the examples of Waso Limited of
Wapenamanda, Highland Commodity Exchange of Goroka and Oro Limited
of Popondetta show. However, a note of caution may be sounded at
this stage: the available evidence on these companies shows that
while Waso Limited has been very successful, the Highland Commodity
Exchange has had only moderate success, and Oro Limited has been
experiencing considerable financial and staff difficulties. The
mere fact of admitting New Guineans as shareholders and managers
does not by itself guarantee the success of an enterprise, and other
factors (including training) may be even more important, But the
fact that Namasu has been able to achieve so much in such a short
time shows that the opportunity exists for wider New Guinean
participation in large business ventures,



Chapter 7

. L 1
Waso; an extension of the Namasu principle

I1.J. Fairbairn

When the New Guinea Lutheran Mission in the Western Highlands
established a trading enterprise called Waso? to promote economic
development among the 130,000 people of the Wabag-Laiagam area,
many of the features of Namasu were reflected in its aims and
organisation,

From the 1950s, the mission's trading facilities were becoming
increasingly inadequate to cope with the rapidly mounting demand
for economic services in the area, but the mission had no desire
to become a large-scale trading enterprise itself, A separate
commercial organisation was therefore proposed, The mission's
traditional emphasis on the need to develop both the social and
economic aspects of New Guineans - as embodied in their concept
of the 'whole man' = had not changed, but the need for a specialised
body to deal with the economic side was recognised, An important
objective was to provide an opportunity for New Guineans to share
in the ownership and control of a large enterprise, Not only would
this provide valuable training, but it would also ensure that part
of the profits and benefits of the company accrued to New Guineans,
The new organisation was also to take control of mission and con-
gregational property which these bodies wished to dispose of from

The day the previous paper on Namasu was presented at the seminar,
Mr Ed Dicke, the manager of Waso, invited me to visit this enter-
prise, and the materials and impressions contained in this paper
are based on a visit there on 28-29 May 1967, under the sponsorship
of the New Guinea Research Unit,

'Waso' in the local Enga language spoken by about 90 per cent of
the people in the Wabag-Laiagam area, means 'to create, to produce,
to make'; 'Namasu' means 'inner kernel of a coconut' as well as
standing for 'Native Marketing and Supply Service'. This trend to
the use of words with some traditional significance in naming new
forms of economic and social organisations is becoming increasingly
widespread,

89
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time to time., Although the merits of a special organisation were
recognised, the mission wished to retain some measure of control,
The example of Namasu suggested that a corporate enterprise with
considerable New Guinean participation as shareholders and direc-
tors was the most suitable arrangement, Thus Waso was established
early in 1964 to market coffee and vegetables, supply trade foods,
clothing, tools and building materials to New Guineans at reason=
able prices, and to provide transport, stores and other necessary
services to support and encourage indigenous entrepreneurs,

cale of operations

Some idea of Waso's level of sales, commission incomes and
their sources may be derived from Table 1, The estimates shown
for produce (1965-66) involve approximately 300 tons of vegetables
and 50 tons of coffee, In 1966, direct payments to New Guineans
in the form of wages, outlay for produce and dividend earnings (a
rate of 10 per cent has been paid each year so far) amounted to
$80,000, For a great many New Guineans, income derived from Waso
comprised their only source of cash,

Table 1
Waso Limited: gross sales and commission income
(%)
s 1 July 1966-  Annual rate
1965-66 31 March 1967 1966-67
Gross sales
Vegetables 65,045 53,210 70,960
Coffee 33,594 40,700 54,000
Fuel 52,272 54,458 72,600
Timber - 688 918
Stores 76,570 92,747 124,000
Gross commigsiong®
Ansett-MAL 3,880 4,366 5,820
Post Office 1,818 1,530 2,040
Commonwealth Savings Bank 630 522 696
Insurance 298 996 1,328

* Wages paid to cargo labourers have been deducted from figures
shown, ‘

Ownership

A significant feature of Waso is that shareholding is open to
both Europeans and New Guineans =~ an arrangement found in only a few
trading organisations in the country. At the outset, Waso was
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envisaged as a 'bridge' institution in which ownership would be
shared but where the New Guinean element should dominate - 50 per
cent New Guinean ownership was considered a basic minimum, In
January 1967, their share was $35,000 out of Waso's total paid up
capital of $40,000. The New Guinean figure comprised $16,000 held
by 502 shareholders and $19,000 held by the indigenous church -

the Wabag Lutheran Church. The remainder was claimed by fifty-seven
Europeans, located both in New Guinea and overseas,

Considerable effort was put into share promotion work among New
Guineans during the early phase of development, Major centres of
population were visited by Mr Dicke and his assistants, care being
taken to inform the people of Waso's objectives and functions, and
to encourage them to take part as shareholders, customers and
suppliers. Usually a whole day was spent in a single community to
carry out this task. Explanations were kept as simple as possible,
and were facilitated by the use of simple 'picture charts' which
proved an invaluable aid to communications, particularly in giving
the New Guineans some idea of the meaning of such concepts as
'investment', 'shares', 'dividends' and 'company', and in emphasis-
ing the importance of supporting the trading activities of the
company. The trouble taken in this respect no doubt helped many
people to gain a useful understanding of what was involved and the
generally enthusiastic response of the people was largely due to
this., Thus by June 1964, 270 New Guineans had subscribed $10,000

to the company.

The enthusiasm of the early period has not, however, been sus-
tained and during the past year the rate of share buying has fallen
considerably, A major reason for this is that Waso has not been
able to put as much effort into share promotion work as in the
past; but there are other reasons, including the New Guineans'
conception of the economic and business process and an incomplete
understanding of company relations, For example, many feel that
a 10 per cent dividend is a poor return on their investment, while
many appear to be under the impression that their money has gone
not to Waso but to Mr Dicke as a personal loan. Meny fail to see
why Waso should need more capital as it is plain to them that the
company is already a going concern, judging by its buildings, trade
stores, trucks and other visible signs of wealth,

As against the decline in the rate of new investment, an in-
creasing number of shareholders reinvest their dividend earnings,
Thus, when dividends were distributed late last year, 119 persons
chose to use their earnings to buy more shares, Altogether, about
35 per cent of the present shareholders have reinvested their
earnings at one time or another, This has btesen a regular practice
among the large shareholders.1 This impressive record, which to

1 I counted sixteen New Guineans with holdings of $40 or over; of
this number, five had holdings of over $100, the highest amount
being $250,
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my knowledge is unmatched by any other trading body in the country,
can be attributed largely to Waso's initiative, for as each share-
holder is paid his dividend, he is immediately asked to buy more
shares, (Any shareholder can do so from his dividends, since a
rate of 10 per cent will allow a person holding $20 - the minimum
amount subscribable =~ to purchase one share.) There is little
doubt that many have chosen to reinvest because of the impressive
achievements of Waso, including the comparatively large dividend
payments,

Directorship

The involvement of New Guineans as members of the board of
directors is another notable feature of Waso, The present board
comprises four Europeans (who are members of the mission) and
three New Guineans., Apart from the manager-director, candidates
for directorships are nominated and elected by the shareholders,

No provision exists in the Articles of Association to regulate the
minimum number of Europeans and New Guineans, but in spite of this,
the racial composition of the board has remained unaltered.

A brief examination of the background of the present indigenous
directors suggests that shareholders have tended to favour those
who have had some previous business experience and a measure of
formal education, Thus Wetes Yonge (aged 27) is a trader who had
previously worked for the supply department of the mission; he does
not speak English but has a firm understanding of company affairs,
Thomas Ango (27) is the first certified teacher from the Enga people
and his English is good, The .third, Eriko Ete (35) is spoken of as
a 'natural' leader among the people of the Tsak Valley, and is
currently the president of the Wapenamanda Local Government Council;
he is also an interpreter for the mission,

The advantage of giving New Guineans an opportunity to partici-
pate in decision=-making in a large and diversified company was
recognised from the start, and this aspect has been emphasised
throughout, 1In board meetings, not to mention company meetings,

a great deal of time is devoted to explaining and clarifying basic
issues - both in pidgin and the local language, The New Guinean
directors' major contribution to company affairs lies in the area
of public relations: they serve, as it were, as the 'eyes and ears'
of the company. Their intimate knowledge of the economic situation
of their people has been of practical value to Waso, especially in
relation to such problems as the implementation of new buying pro=-
cedures, choosing new sites for stores and undertaking new lines

of activity,

Employment

On the matter of employment, Waso has probably gone further than
any other large company in New Guinea in appointing local people to



93

responsible positions, There are only four Europeans out of a
total staff of about seventy; the four are the manager-director,
produce manager, book-keeper, and the manager of the Post Office
and bank agency. (However, four more Europeans from Australia have
been signed up for employment, and are due to begin work some time
this year.) The New Guineans who handle responsible jobs, mainly
at the intermediate level, number about thirty-six, The positions
include cashiers, fuel agent, foreman at the coffee processing
plant, supervisor of vegetable packing, trade store inspectors,
managers and clerks. New Guineans are in charge of all trade
stores,

Though the policy of giving New Guineans maximum opportunity to
handle positions of responsibility is one to be commended in prin-
ciple, its practical implementation may entail costs in terms of
reduced efficiency, This appears to be true in certain activities
where some New Guineans are filling positions for which they are
not fully qualified, This applies, for instance, to trade stores =
an activity which so far has shown an unusually low rate of return.
The only qualification of most New Guineans in this category is
previous employment with the mission as clerks or labourers, and
only two of Waso's employees have attended secondary school, Waso
has made some attempt to raise the level of business skills -
classes in elementary book-keeping are held during part of the
year and managers of trade stores are occasionally brought to
Wapenamanda and given instruction in such matters as store display,
selling techniques and the handling of cash.

Assistance

There are few places, even in New Guinea, where a single trading
organisation plays such a focal role in the economy of a region,
Waso is willing to look beyond the normal axioms of economics to
assist New Guinean development - a feature which stems largely
from the company's Christian background, It regularly buys produce
from remote areas such as Munitaka, sixty~-five miles from
Wapenamanda, despite the fact that the volume of business involved
often makes it uneconomic¢, Its coffee and vegetable marketing
service is the only one available over much of the Wabag-Laiagam
area, Several vehicles manned by trained buyers are used to carry
the produce, The 'market place', of which there are about twenty,
is usually some central spot along a road where New Guineans have
assembled with their produce: coffee (in season), cabbage, lettuce,
potatoes, carrots, beans and cucumbers, Quality is emphasised
(rejected produce can be inspected by all) and growers advised of
any change in the market demand for particular vegetables, In most
cases the value of produce bought from each grower amounts to only
a few shillings. From the buying points, produce is then trucked
to a central warehouse in Wapenamanda, where it is sorted, packed
and finally air-freighted to customers in coastal towns such as
Madang, Lae and Wewak,
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Plate 8, The Waso retaill store at Wabag

Plate 9,

Selling petrol outside one of Waso's stores
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Waso's network of trade stores has brought essential merchandise
closer to the rural New Guineans, while its wholesale facilities
(which, as yet, are relatively small, accounting for only 10 per
cent of total sales) are available to those New Guineans who wish
to start a trade store; it will also provide advice, help buy
building material, stock and large capital assets such as trucks
and tractors,

In addition, Waso acts as sub-agent for Shell 0il Co., Ansett-
MAL and an insurance company, and operates a local branch of the
Post Office and the Commonwealth Savings Bank, Late in 1967, it
will also take over the mission supply house which at present does
a considerable amount of wholesaling.

Waso and the Lutheran mission

From the beginning, Waso relied heavily on the material and
human resources of the mission and this dependence does not appear
to be diminishing. Mr Dicke, a mission member of staff, is the
present manager of Waso, and he is available on loan with no charge
levied by the mission for his services. Mr Dicke was formerly in
charge of the mission supply service and played a leading part in
bringing Waso into being. The sum of $18,000 invested in Waso by
the mission is the largest single holding, and this money was of
vital importance during the early period. The fact that Waso was
able to rent the mission buildings and network of trade stores
helped reduce the early need for capital. In the day-to-day
operations of the company, the mission link has brought various
benefits. Thus the coordination of freight loadings on air charters
has resulted in savings, the use of Waso's travel, fuel and other
services by the mission accounts for a considerable part of the
total sales of services, while mission bodies throughout the area
have always been sympathetic and willing to provide practical
assistance to Waso,

Future of Waso

It is difficult to make firm predictions about the future course
of development. The take-over of the mission supply house, the
fact that it is the only marketing body in the area, the strong
loyalty displayed by the local people and the diversity of the
company's activities are among the major factors which favour con-
tinuing expansion. On the other hand much depends on the company's
ability to overcome a number of problems which it is at present
facing, Three appear particularly important, viz. transport,
capital and training.

In air-freighting produce to the coastal towns, Waso faces the
prospect of sharply increasing costs. The Department of Civil
Aviation - responding to pressures from the Pilots' Federation to
apply progressively the aircraft safety standards required for
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operations in Australia - has recently reduced the outward load of
a chartered DC-3 leaving Wapenamanda from 5,000 1b to 2,500 1b,
Moreover, it is the declared policy of the department to phase out
completely the use of DC-3 aircraft, which would mean Waso will
have to resort to the use of more expensive aircraft such as the
Caribou, For Waso these developments have exerted, and will con-
tinue to exert, pressures on costs which may seriously jeopardise
the viability of its marketing operations., An effective alterna-
tive to air-freighting is not available due to the perishable
nature of vegetables and the rough condition &f existing roads

to neighbouring airstrips (such as to Mt Hagen)., The extension of
the present airstrip at Wapenamanda to allow the use of DC-3s and
to permit a higher payload would go a long way towards eliminating
this problem, but this is essentially a task for the Administration,

Until now Waso has been able to get by with a minimum of capital
funds, Office space and trade stores have been rented from the
mission, while rented vehicles owned by local New Guineans have
accounted for most of the cartage., However, at the present time
a considerable amount of money is needed for the take-over of the
supply house, the building of new warehouses, trade stores, staff
quarters and facilities for its agencies' services, and for im-
proving existing facilities. Waso would like to see a considerable
part of the required capital come from New Guineans, and it plans
to accelerate its share promotion work; but even allowing for the
most favourable response it is unlikely that this source will
provide more than a small proportion of the funds required, As
Waso is reluctant to admit a too disproportionate amount of European
capital, recourse to borrowing from mission and bank sources appears
unavoidable; otherwise, failing exceptionally large increases in its
own profits, the rate of expansion will have to be considerably
curtailed.

The third problem concerns the need for raising the level of
skills of Waso's New Guinean employees, One important area for
improvement of this kind has been mentioned, viz. the management
of trade stores, but the need is more general, There is little
doubt that there will be a growing premium on skills, particularly
with the anticipated rise in the volume of business, (Rising com-
petition is also a possibility.,) To remedy this deficiency Waso
may have to supplement existing on~-the-job training with a more
formal course, The employment of four more Europeans this year may
give scope for this development,

Conclusion

Waso is a welcome development in a country where the need for
new forms of economic organisation, tempered to the requisites of
the local situation, is so vital. The company's contributions are
readily apparent: it has given momentum to the development of the
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Wabag-Laiagam area by providing marketing, merchandise, banking and
related services; it has provided the opportunity for New Guineans
and Europeans to share in the ownership and directorship of a common
enterprise (apart from non-economic advantages, this has tended to
promote the efficient allocation of resources by combining European
entrepreneurial and technical skills with New Guinean capital and
unskilled labour); and it has achieved certain welfare objectives
usually considered by other trading organisations as outside their
field of operation., These include the training of New Guineans,
the servicing of remote regions and assisting fledgling indigenous
traders, Finally, it has provided - along with Namasu - an example
of yet another path by which New Guineans can actively participate
in the cash economy. In this regard, Waso's experience has value
for both mission and private organisations alike,



Chapter 8

A training scheme for business executives

G.D, Cannon

The urgent need to train indigenous people in the skills which
will enable them to do those jobs now done by Europeans, and to
proceed to positions of higher authority in both commerce and
government is being increasingly recognised. In 1965 the
W,R, Carpenter organisation announced what is perhaps the most
ambitious programme for indigenous training yet contemplated by
commercial interests in this country.

The scheme was undertaken by a group of companies (the Carpenter
group) which is peculiarly capable of providing a wide range of
training facilities, Through its thirty-four estates and planta-
tions, it was able to offer its cadets agricultural training in the
production of copra, cocoa and coffee, Tea production has now been
added to this training schedule with the current development of
more than 5,00C acres of tea plantations in the highlands. Train-
ing in engineering is available through the group's automotive and
industrial enterprises, the former conducted throughout the country
by Boroko Motors Limited, and the latter by Coconut Products Limited
near Rabaul, In addition, the group provides a wide range of com-
mercial opportunities through its operation of stores and warehouses
under the name of Island Products Limited in Port Moresby, and New
Guinea Company Limited in other centres. Total employment in these
facilities is about 4,000 people, of whom about 3,700 are Papuans
and New Guineans. It is expected that employment in the group will
rise sharply as the tea project comes to fruition and a new desic-
cated coconut project at Rabaul begins operating. The training
scheme which I now administer is designed to allow indigenous
people to benefit from these opportunities,

The scheme offers selected indigenes free training at centres
of technical education throughout the country, free board and
lodging while they study, a weekly spending allowance while they
are at the technical college, and on-the-job training at standard
rates of pay during college vacations. They also take annual leave
during these vacations., On graduation, they proceed through the
various grades; provided they are prepared to study and work, there

98
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is no position in the organisation in New Guinea to which they
cannot rise,

Originally a minimum educational standard of Intermediate
Certificate (Form 3) was required for persons inducted into the
Executive Cadet Training Scheme, but with swiftly changing educa-
tional standards, we have now raised the standard to Form 4., 1In
the first year (1966), after careful research into the numbers
likely to be available, the likely educational standards and the
jobs to which such persons might ultimately aspire, we decided
to seek eighteen young men., After interviewing more than 200,
we found eleven of the appropriate standard and these young men
have now been with us for nearly eighteen months, and are doing
well., Our second intake of twenty-four cadets in January 1967
brought the total at various institutions throughout the country
close to the target figure of thirty-six in the second year. We
will want another eighteen young men in 1968, bringing the total
to fifty-four., After that, we will assess results, consider the
future availability of executive positions, and decide a rate of
subsequent intake accordingly.

Plate 10, Desmond Bundu (left), an engineering cadet, and Joseph
Muriki (right), a trainee in commerce, who both joined
the Executive Cadet Training Scheme in 1966,

Rising educational standards have had a significant effect on
our recruiting and budgeting; our three agricultural cadets at
Vudal in the first year of intake, for instance, were all of Form 3
level. One passed his course following a lifting of standard re-
quirements half-way through the first year, but the other two
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failed because they did not have adequate basic education, One of
these was reassigned to Popondetta, where he will continue his
agricultural training at a slightly lower level, and the other was
transferred to a commercial course at Lae, However, at Lae
Technical School there are also problems. Where we originally
expected a three-year course for commercial and engineering cadets,
it now appears possible that only a reduced two-year course will be
available, On the other hand, an institute for higher technical
education has been established providing four or five-year courses
at virtually university degree standard. There is very little
between these extremes to cater for what one might normally regard
as an extension of apprenticeship or technician training, This
very substantial gap will no doubt receive the further considera-
tion of the education authorities., There is not much point in
providing an elite core of graduates and a large group of people
below normal tradesman level, without providing the essential,
large group of competent journeymen in between. It is from this
middle group that an organisation such as ours, and in fact all
other commercial operators, might normally expect to recruit people
who would, by virtue of the experience they gain on the job, ultima-
tely become experienced executives,

What we have done is capable of
organisations in the country, both
must be geared to their ability to
it would be well worth making, and

achievement by all commercial
large and small, Their planning
undertake such an effort, but
the results would handsomely

repay the investment, Cynics told us, 'You will never keep these
young men...they won't stay at school', but so far, they have been
proved wrong. We looked for and got young men of a superior
standard, we offered them a career, and we hope that most will make
their career with us. The scheme is an affirmation of faith in the
future of New Guinea, and in the capacity of these men to ultimately
assume senior responsibilities in the organisation,

Many factors influenced the decision to establish the Carpenter
scheme., Post-war experience in Africa and elsewhere had dud.onstrated
the need to have sufficient people trained to appropriate standards
well before self-govermment., In the late 1950s the race towards
independence by all three states of East Africa, for instance, was
far more intense than it is at present in Papua-New Guinea,
Organisations, both government and commercial, were caught napping
by this tremendous surge, and local training programmes had not
developed sufficiently to cope with the heavy demands made upon
them, The newly independent governments were insistent that
Africans should be placed in prominent positions in both government
and commerce, regardless of their ability to carry out the work
successfully, Little imagination is needed to appreciate the re-
sults of such a policy. Many firms instituted training programmes,
and worked hard to make them effective. A large number of Europeans,
however, were extremely reluctant to teach the Africans, as they
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believed this would eventually result in the loss of their own
positions. This, of course, was not correct, and it is very
important that all who plan to promote training throughout Papua-
New Guinea realise this fact, The natural retirement rate of
European staff provides the opportunity for the build-up of local
staff and allows the training programme to be developed logically
without interfering in the career of any such staff, It also
allows for essential on-the-job training under the guidance of
competent and practical staff, training so necessary to the success
of any such scheme,

An important factor influencing our group directors was their
conviction that the time had arrived when Papuans and New Guineans
should be trained to take a more active part in the operations of
the various group enterprises that had already contributed to the
country's development. It was recognised that the pace of eco-
nomic and social development was quickening and that the company
was expanding its interests, and would require more and more
skilled, semi-skilled and executive-class people to conduct its
operations. In a public statement when the scheme was initiated,
the directors said they believed a decision to train Papuans and
New Guineans as future executives would provide a steadily increas-
ing flow of young, well-educated, soundly traired local people having
the ability to help the company grow, and at the same time benefit
from that growth themselves. They hoped that the training scheme
might help establish a pattern for the development of the country's
human resources which would swiftly be reflected in the achievements
and living standards of its people., This belief reflected the
earlier pronouncements by the World Bank Mission, in the section
of its Report dealing with manpower and education:

substantial forward progress in the economy will be
dependent upon the training of the indigenes in appropriate
skills.,..there is every reason to believe that with
appropriate education and training, they will be able

to fill more and more managerial, professional and
administrative positions in due course,

Our scheme, however, is only a drop in the ocean. There are other
schemes in operation but much more needs to be done by other com-
mercial interests in training men for ultimate senior responsibility
in commerce in New Guinea, As the World Bank Mission's Report says:
'It is important that the fullest and most economic use be made of
what, for several years to come, will be small numbers of relati-
vely educated and skilled human resources,'

In its section on the public service, the Report emphasises the
'eventual goal of economic and financial viability', and this should
motivate commercial interests in developing indigenous people for
senior positions within their organisations. In the future this
country, like any other, will be able to afford only what it can
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earn., Consequently prices, wages, salaries and everything else

will establish themselves at levels which the nation and community
can afford. It is important therefore that any organisation - be

it a government department or a commercial enterprise - arrange its
staffing and other affairs so that it can operate on a basis that it
can afford. 1In that way, the organisation will be able to perform
its appropriate services, provide employment and opportunity and
remain economically viable,

All industry, and government too, is going to require an increas-
ing number of Papuans and New Guineans encompassing all fields of
employment. There must be general acceptance of the need for
industry to play its part and to train and absorb indigenes to
fulfil most day-to-day functions and eventually hold the most
senior positions. The sooner this can be achieved the better it
will be for the whole country, There will be difficulties, not
only for the employer but also for the indigenous employee, because
of his lack of knowledge of the value and purpose of such training
and the widespread belief that obtaining a degree or diploma
automatically earmarks one as an executive, Responsible Papuans
and New Guineans in the House of Assembly, in local government, and
others already holding senior positions must be encouraged to dispel
such thinking if real progress in the shortest possible time is to
be achieved.

Coupled with the industry's willingness to train indigenes for
all positions must be an acceptance by the trainees that the end
of their training marks the start of a long, hard, but very worth-
while career, If both parties see the wisdom and urgency of these
requirements, future employment problems can be resolved, as moves
towards the ultimate goal of self-determination and finally inde-
pendence are progressively made,



Chapter 9

Trends in the plantation industry

G.C. Elworthy

Cash cropping in Papua-New Guinea has developed from a primitive
plantation form of growing coconuts which must have existed for
centuries, Torres found 'Groves of Coconuts' at what was probably
Mullins Harbour in 1606 and Dampier reported coconuts in groves in
New Britain, However, the first commercial nut plantations occurred
about 1895 in both Papua and the then German Territory of New Guinea,
and were wholly owned and financed by Europeans. Coffee was intro-
duced in Madang about 1895, and cocoa about 1902 by the German
Administration from Samoa, Rubber, both Hevea brasiliensis and
Ficus elastica, was introduced in the German Territory about 1907,
and the former only, in Papua in 1908, Tea was planted by the
Administration at Garaina in 1948 and was subsequently planted in
the Eastern Highlands by private enterprise. Quinine was brought
in by the Administration of the Mandated Territory in 1941 as an
experiment, and pyrethrum and pepper were introduced later, From
these beginnings, Table 1 shows the degree to which expansion has
taken place.

Table 1

Production and known planted acreage for year ended 30 June 1966

Crop Production Area planted (acres)
(tonnage) Indigenous Non-indigenous

Coconuts 87,854

Coconut oil 21,900 300,000 (approx) 260,578
Rubber 5,389 1,500 (approx) 22,851
Cocoa 16,747 33,000 (approx) 112,400
Coffee 10,839 34,000 (approx) 10,851

Tea 75 (approx) 2,000
Pyrethrum 3,000
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Indigenous participation in early planting

The indigenous people were early introduced into planting methods
because labour was required to plant coconuts, It was not generally
regarded as a means of obtaining income or goods for the indigenous
people, but rather as a matter for white men., In work gangs, an
indigenous overseer would be appointed over every thirty or so
labourers, and planting procedure explained more fully to him,
Generally, however, he failed to make use of his greater knowledge
when he returned to his district. This situation continued on
European and mission estates until about twenty years ago, when
some mission estates used 'assistants' chosen from mixed race or
more advanced indigenous people, The most recent advance is the
introduction of courses for assistant plantation managers as out-
lined in Chapter 8.

There have always been difficulties in management and control
for an indigenous overseer or assistant manager as he finds it dif-
ficult to refuse requests for favours from his kin. I remember the
overseer on my estate asking me not to employ any of his relatives
because it tended to diminish his authority.

Development of native-owned plantations

Under German rule, natives were compelled to plant and maintain
a prescribed number of trees, In Papua, too, from an early date,
it was policy to extend the area of native cultivation by compulsion
if necessary. In this and other respects, compulsion had Hubert
Murray's support to the end. Regulations in 1903 obliged natives
to plant a specified number of coconuts or other useful trees,
They were not taken very seriously, and were revived by Murray in
1912, From then until the disillusionment of the economic depres-
sion in the 1930s, administrative officers devoted a good deal of
their energy to enforcing them. In some places, villagers began
to plant without compulsion, but this was rare and enthusiasm
generally waned after a year or so, Refusal either to plant or to
maintain the trees was dealt with by imprisonment, The same legis-
lation was used to encourage the growing of cocoa in Kokoda in
1917-18 and of rice in the hinterland of Kairuku and Kerema in
1920,

In 1923 the first Director of Agriculture for the Mandated Ter-
ritory of New Guinea wrote

In the past the efforts of the Administration have been
directed principally, if not exclusively, to increasing the
area of village coconut gardens, and this, perhaps in the
absence of adequate explanation of its importance in the
interests of the native inhabitants, or in the presence of
native suspicion of the white man and his motive, or of a
natural distaste for work, or of a native resentment of



105

interference in his affairs, whatever the case, has been
accompanied by an unfortunate disinclination to engage in
cultivation,

A new type of compulsory planting was introduced by the Native
Plantations Ordinance of 1918, This provided that land might be
set aside near any village for a plantation which natives might be
compelled to cultivate, and that part or all of their tax might be
remitted at the discretion of the Lieutenant-Governor. Today this
seems a severe means of 'popularising' planting. But now, some
forty or so years later, the grandchildren of the original planters
are reaping the benefits of the compulsory planting, and much of
the prosperity of the village people now is due to it, Last finan-
cial year, for example, over 30,000 tons of copra were produced
from native-owned groves, bringing a return of $3,750,000,

Ex-servicemen's schemes

Many indigenous people participated in the second world war as
carriers, police or soldiers. As a result, there was after the war
a favourable emotional regard for the indigenous people by Australians
and the Federal Government, and a Commonwealth Reconstruction Train-
ing Scheme (C.R.T.S.,) was introduced, Natives were trained in
planting rice, vegetable, soya beans and ground nuts and in some
animal husbandry, and in Amau, in the Marshall Lagoon sub-district,
several small copra plantations were started and one man commenced
grazing cows, Very little good came of this scheme, though there
could have been if a follow-up programme of land settlement had used
the students from C,R,T.S, However, it did awaken interest among
native people in planting cash crops themselves., They only awaited
direction,

The Ex-servicemen's Credit Board was established in 1958 and
loans were granted to both European and native ex-servicemen to
assist in establishing plantations, To date, 143 indigenous ex-
servicemen have participated with varying degrees of success., They
were granted a loan of up to $1,400 for planting such quick matur-
ing crops as coffee or cocoa, and $2,400 for coconuts, This has,
to a certain degree, been tied up with the land development scheme
outlined below,

Administration land development schemes

With the advance in education, many indigenous people wanted to
establish their own plantations after the European model, Many
small plantations of coconuts and coffee were established on family
land, but as the land was held under customary systems of tenure
and inheritance, disputes arose over ownership and succession. This
led to a desire for individual title to the land which an individual
could develop.
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In Malaya a comprehensive land development movement was insti-
gated by General Templer to resettle a population of Malays,
Chinese and Indians who had become destitute with the emergency
there, In Papua-New Guinea a Native Resettlement Scheme was
inaugurated whereby Crown Land, often purchased for the purpose,
was subdivided by the Lands Department and allocated by the Lands
Board to indigenous settlers who were given leasehold title to the
land., Thereafter the scheme was directed by the Department of
Agriculture. To date, approximately 60,000 acres of land have
been distributed to 2,200 applicants in holdings of about twenty-
five acres each, The introduction of the settlers to their blocks,
and assistance and advice, was given by the local agricultural
officer and to date, approximately one-sixth of the land has been
cleared and planted with high-yielding rubber, cocoa or coffee.

Unfortunately hard-pressed agricultural officers already had a
large district to patrol and could give only limited time to the
instruction and encouragement of planting. Development work was
generally carried out very slowly. Much has depended on the
personality and enthusiasm of individual agricultural officers and
where there was little leadership, there was little development,
The Native Loans Board has lent $196,549 to a total of 784 settlers
and is committed to a further $404,000 expenditure to complete
development for these settlers, not including the Tolai cocoa
project.

On 27 February 1967, Mr John Guise, Member for East Papua in the
House of Assembly advocated

That a special section be éstablished within a Government
Department to handle every aspect of Land Resettlement,
including the making of loans and the granting of land, with

the object of centralizing and co-ordinating all such matters

of land resettlement and control under one authority. I con-
sider this absolutely necessary for the efficient administration
of such an important aspect of development.

Expatriate land development schemes

At the conclusion of the war, there was a revolution in the
methods of employing labour., In 1945 all indentured labourers had
their contracts of service annulled by the then Minister of Terri-
tories, Mr Ward. This led to chaos in the plantation industry, for
all indentured labourers (95 per cent of the work force) were
suddenly told that their contracts were not binding and that they
could, or in most cases would have to go home. The traditional
respect for a contract of service was shaken and the future looked
depressing for expatriate estates. Recruiters reaped a rich reward
by resupplying plantations with new labour, and the Administration
opened the highlands of New Guinea to recruiting for coastal planta-
tions, and acted as recruiting agent.
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Estate management began to realise that a new outlook was needed
to make estates attractive to labour, and the Department of Labour
introduced new regulations to better the conditions under which
labourers would work and live. Estates which endeavoured to carry
on as they had pre-war generally found difficulty in obtaining
labour. On more progressive estates, sports fields were built,
gome estates provided moving pictures, others a bonus system for
production, and others began to allow labourers to use surplus
plantation land to make gardens. In some cases produce was bought
back from the labourers, thus providing extra income. This land
was returned to the estate when the labourer completed his time on
the plantation.

Even more significant perhaps was the decision of several estates
to start resettlement schemes of their own using surplus land, and
to reward long-term employees, for instance, the Merani Estate in
the Cape Rodney district., This was a privately-owned estate of
about 1,500 acres of which approximately 400 had been planted. The
owner had planned to develop a further 400 acres which would leave
700 acres surplus to requirements, The owner had made several
tours of Malaya and had seen the large land development schemes
introduced by the Land Development Board there, as well as privately-
owned schemes which aimed to establish village communities on the
edge of the estate to provide a nucleus of labour, improve relations
between expatriates and indigenes and reward overseers, headmen or
labourers who had proved loyal during the emergency.

In the Merani Estate scheme six married men were chosen who had
been working there for ten years or more and who the owner con-
sidered able to benefit from the scheme, A contract surveyor was
paid to survey six blocks of land, each ten acres, and these were
allocated to the six on condition that the whole should be cleared
and planted with coconuts and a cover crop within three years, that
a house be built on each block, and that a well be dug and fruit
trees planted, Were these conditions fulfilled, each block would
be deeded to the man who developed it. A fund of $4,000 was set
aside to provide loans for the settlers to purchase seed nuts,
tools and materials for houses.

Within two years, all conditions having been complied with, the
owner found that ten acres would not be sufficient for the economic
independence of a family, so a surveyor was asked to increase the
holdings to fifteen acres. By then the Administration had become
interested and a surveyor was sent from the Department of Lands,
Surveys and Mines, In 1956 Merani Estate surrendered its lease of
the land and the blocks were leased by the Crown to the six Papuans.
The settlers continued to work in Merani Estate and so to receive
their pay. When work was finished on the estate each afternoon
they would hire estate labour at the rate of 15c¢ per hour to assist
them on their blocks. This provided a diversion for labourers who
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were thus able to earn extra money. The six blocks came into pro-
duction in 1962-63 and for the year ended 30 June 1966, the average
income was $800, The loan fund was repaid and the owner was so
happy with the outcome of the scheme that he requested another
survey and cut a further eleven blocks, each fifteen acres and
gradually settled other estate labourers on them., The scheme has
been a pronounced success in every case but one, Title deeds have
been granted to all and the Department of Public Works has made a
graded road between the blocks. Now, eleven years later, only six
of the settlers no longer work on Merani Estate., Relatives of the
settlers work on Merani which makes a very happy arrangement, Of
the settlers, one has used his income to purchase a tractor,
trailer and recently also purchased a truck. This equipment is
contracted out as a commercial enterprise. Another has two trade
stores and a group are planning to purchase transport. The greatest
advantage to the owner has been the excellent relations enjoyed
between management and labour. This was evident in 1966 when
there was an upsurge of cargo cult among natives of one district.
Merani labour, after discussing the situation, decided to remain
at work, while every other native of the district where the cargo
cult developed returned home, The success of the scheme was due
to the fact that the settlers were carefully selected and that the
owner used every method of persuasion plus his own knowledge of
planting to make the scheme a success, It could be called a
partnership between management and labour to their mutual benefit,
and it is a trend in the plantation industry which could very well
be of great assistance to the industry's continued existence.

Other trends on non-indigenous estates

Over the past ten years there has been a steady decline in the
prices of all tropical produce. The price of rubber has fallen to
half what it was ten years ago and heavy falls have occurred in the
prices of cocoa and coffee., At the same time, wages, rations,
freight and other costs have risen considerably. Larger estates
have been able to meet these increased costs by reason of their
size, but the smaller, say 200 to 300 acre estates have been hard-
pressed to find means of carrying on. As overall costs are bound
to rise again shortly, the smaller plantation faces great difficul-
ties to keep going.

There have been several methods in meeting these increased costs
and the decline in world prices. The trend in large companies with
ample capital has been towards larger estates or an agglomeration of
estates in one area where there can be centralised management,
centralised factory processing, machinery maintenance and recruit-
ing. This has reduced their internal costs and increased efficiency.
Rubber estates have been planting higher-yielding types of rubber,
also expanding estates to decrease the processing costs through a
central factory. However, the smaller plantation faces a dilemma
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and must find either a means of carrying on or selling out. Trade
stores run by the estate owner can make up the deficit and other
owners are turning to the establishment of garages, or sawmills or
even boat building. There has been one extremely interesting trend
in which the small M'buke coconut plantation near Manus was sold in
1962 to a local co-operative group. The owners had been making a
profit, but difficulties in management and supply had made costs
high, as this plantation was a long way from the owners' other in-
terests, The co-operative society purchased the plantation with
its own funds plus a loan from the Native Loans Board and is now
working the estate with its own co-operative members, It appears
to be working very well and with encouragement, other plantations
could be sold in this manner,.

Conclusion

We have seen how native participation in plantations developed
from labouring to rather unwilling planting of village groves of
coconuts (which are now of great benefit to their economy), to an
interest started partly by C.R.T.S. schools and furthered by various
land development schemes assisted by the ex-servicemen's credit
schemes and the Native Loans Board. The interest is now stirred
and it is of vital importance that it be maintained., How best can
this be done?

The House of Assembly is certainly on the right track in debat-
ing the necessity of a land development board, This will have to
include the co-operative movement to market any cash crops which
are grown while the permanent crop is maturing. For at present
there is little assistance given to getting such produce to town
markets, Much work will have to be done to give indigenous people
title deeds to land so that land a man has developed personally can
be deeded to his own son and not through matrilineal descent. The
Administration will have to build central factory facilities for
the processing of rubber on twenty-five acre blocks. I believe
this is being considered already at Cape Rodney.

There are schemes for very large-scale European development in
tea and oil palm with native small-holder development which will
match the European acre for acre, and with European capital or
combined commercial-Administration capital providing processing
factories for both tea and oil palm., Because of the great expense
involved in their erection, both the large estates and the small-
holders would use these factories,

All these plans offer great hope for the future and I am very
optimistic, provided appropriate encouragement is given. For by
this means, and only by this means, will the alarming drift of
young people from the country to towns be arrested and only by this
means will a stable economy be established to provide the taxation
necessary for an independent administration,



Chapter 10

The Bougainville copper project

D.C. Vernon

Modern exploration

The pattern of exploration has changed from the old time pros-
pector with his pick to the big industrial enterprise with modern
geophysical equipment and geochemical techniques. The necessity
to use these expensive techniques causes a substantial increase in
the cost of exploration, but because of the shortage of high-grade
ore bodies this increased expenditure does not necessarily result
in the discovery of a 'bonanza'. It is not unusual for mining
companies to spend several million dollars on exploration without
finding anything.

Exploration in New Guinea is much more expensive than explora-
tion in Australia. Perhaps the main reason is that remoteness and
rugged terrain necessitate the use of helicopters here. The cost
of helicopters alone over the past twelve months was $600,000,
C.R.A. (Conzinc Riotinto of Australia) has already spent $4 million
on Bougainville and expect to spend another $6 to $8 million before
a decision is made on whether there is sufficient copper ore pre-
sent to merit an economic operation. Another reason for the
unusually high exploration costs on Bougainville is the necessity
to prove a very large ore-body because of the low grade of ore
involved - less than 0.7 per cent copper. Because of this low
grade it is necessary to treat a very large daily tonnage for an
economic operation and hence it is necessary to establish a very
extensive ore body to merit the investment, If this deposit were
in Australia or Arizona it would be economical to treat; but in
the remote Crown Prince Range on Bougainville where annual rainfall
is 240 inches, where there are regular earth tremors and where the
whole area is covered in a volcanic:ash, the problems of establish-
ing such an operation are magnified manyfold. We have so far
established the existence of something like 90,000,000 tons which
is not yet sufficient for an economic operation. If and when a
full-scale operation is undertaken, the capital cost of establishing
it would be between $100 million and $150 million.

110
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In addition to this work on Bougainville, our exploration com-
pany has recently spent six months in central New Britain, three
months around the Abau River in Papua, twelve months with the
Craestar (an exploration ship fitted with a helicopter landing pad)
covering 18,000 sq miles of New Ireland, New Britain, Duke of York
Group, New Hanover, Manus, and the north coast of New Guinea around
Wewak, In addition, the Craestar spent three months covering
4,000 sq miles of the British Solomon Islands, and in April 1967
company explorers moved into the Western Highlands of New Guinea.
Any mining company carrying out exploration work spends a con-
siderable amount of money on abortive exploration.

History of Bougainville exploration

The first prospecting authority was granted to C.R.A, over an
area around Panguna in December 1963, and our first geologist
arrived at Kieta in April 1964, After discussions with the A.D.C.,
the geologist proceeded to Panguna accompanied by a representative
of the Mines Department who acted as liaison officer and explained
C.R.A's presence to the local people. On arrival at Kupei village
the party was met by a large group of people from the villages of
Guava, Moroni, Pakia and Kupei. One of the luluais named Oni, who
has since been discredited by his people, was at that time the
chief spokesman and had been a man of considerable authority since
the war. A two-day conference took place during which time C.R.A's
intentions were outlined and:the principle of prospecting rights
and the law of ownership of minerals was explained. The people
appeared to be satisfied with these discussions and gave C.R.A.
full co-operation until August 1964 when without warning the
senior geologist was told, again by Oni, that the people did not
want C.R.A, in the area and wanted them to leave. Between April
and August 1964 the Mines Department officer had been in constant
touch with both C.R.A. and the people, explaining what was going
on,

Because of the objections of the Guava people, our geologist
returned to Kieta with the Mines Department officer to discuss this
matter with the A.,D.C. The Administration organised a meeting to
which they invited leaders from a wide area of Kieta sub-district.
Once again a full discussion took place of C.R,A's prospecting
rights and their intentions. The local people were given the
opportunity of voicing their objections and all matters brought
up were discussed openly. The people appeared to be satisfied and
again returned to their villages with every intention of co-
operating with C.R.A, Work proceeded without obstruction and the
first drilling operation commenced successfully in November 1964,

The prospecting authority came up for remewal in December 1964
and a Warden's Court heard this claim in Kieta in January 1965.
This Court was well-attended by representatives of the people from
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the whole of Bougainville, The proceedings consisted of an open
forum at which all matters relating to the work being carried out
by C,R,A. were discussed in full, This gave the people present the
opportunity to air their views and to formulate their complaints
for the formal court hearing which was to follow. The court hear-
ing was very orderly and the people appeared to be satisfied.
Incidentally, prior to the company's arrival in 1964 the Panguna
valley was virtually uninhabited. On only two occasions was it
found necessary to destroy sections of garden for the access road
and in each case the landowner was compensated,

Operations continued without incident until July 1965 when an
attempt was made to carry out some survey work in a new area -
Mainoki, Despite deputations from the Administration, the local
mission and C.R.A. personnel, the people of this village were
firmly against entry onto their land, Although work had been pro-
ceeding in the Kupei-Panguna area during this period, it was
apparent that the feeling of resentment against the company was
growing as we became more permanently established. Around this
time numerous stories began circulating regarding the work being
carried out by C.R.A. For instance, it was suggested that we were
pumping the copper out of the ground, putting it in small bags and
sending it to Australia for sale, and from all this money which
C.R.A. were supposedly making, the local people were getting
nothing,

In an effort to educate the people and thus squash these
rumours, it was decided in September 1965 to send representatives
of the local govermment councils from Sohano, Nagovissi, Kieta and
Buin on a tour of some of the major mining operations in Australia,
They found the mines and cities very interesting, although perhaps
confusing, but unfortunately this visit did little to help the
situation on Bougainville and by February 1966, opposition to _
C.R.A's exploratory activities threatened to interfere seriously
with the company's programme of investigation. Discussions with
individual villages showed that the people providing most resist-
ance to C.R.A, were from Guava and Kokeri, and these people had
placed 'Tambu' signs in various places around the area of opera-
tion. Unfortunately as most of our travelling in the hills was
done by helicopter, several of the 'Tambu' signs went unnoticed
by us and, as might be expected, this apparent obvious disregard
of the 'Tambu' signs made the local people even more hostile. By
the time the House of Assembly sat in June 1966 to discuss the new
Mining Ordinance, operations on Panguna were restricted to a rela-
tively small area. The Mining Ordinance was designed to enable the
company to make payments to landowners for land of which they were
deprived during prospecting and subsequent mining, Immediately the
ordinance became law the Administration sent an A,D.C. into the
Panguna area to settle any land disputes so that the mining warden
could assess the compensation payable to the landowners, The mining
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warden, who arrived with the A.D.C., was also given the job of
explaining the ordinance and its implications in detail to the
local people. By this stage, however, the landowners were not
prepared to listen, and refused entry into areas not already
occupied by the company. In some cases they even insisted on
the cessation of drilling operations in areas in which we had
been working for several weeks. As a result, three of our ten
drills were shut down by August 1966 because of land disputes,
This was obviously unsatisfactory to C.R.A,, and after very
serious thought we agreed with the Administration that the law
should be enforced. Consequently in September 1966 an Adminis-
tration patrol post was established at Barapinang with the A.D.C.,
mining warden, one patrol officer and twelve native policemen in
residence. This move was made as a last resort and would have
been avoided by both C.R,A, and the Administration if at all
possible.

Slowly and patiently we moved back onto areas which we had
previously occupied until, by the end of October 1966, all drills
were again in operation, Isolated incidents have occurred since,
but none of a major nature,

However, as far as the local people are concerned, our opera-
tions should still be confined to the area occupied in October
1966. This means that any spread of our activities, which is
essential for the proving of the deposit, is done unfortunately
against the will of the landowners.

Why has there been this change in attitude from one which ap-
peared to be almost complete acceptance in 1964-65 to one of
rejection in 1966-67? I feel it is a combination of poor communi-
cations and an understandable suspicion of the unknown. :We and
the Administration went to considerable trouble in the early days
to explain what we intended to do and the people appeared to be
happy. But did they really understand? How could they understand?
Not only do they not understand what we have done in the past, but
how do we explain to them what we hope to do in the future?

Establishing eood relations

In the early days of exploration on Bougainville it was recog-
nised that if we were to set up an operation it would be essential
to employ a high proportion of indigenes at all levels if we wished
to establish and maintain good relations with the local people., At
present, however, we are engaged in exploration only. For this
reason our expenditure to date has been directed towards the gather-
ing of information and the selection and training of indigenes, In
this way we hope to be well-equipped to make wise decisions in this
field if we establish an operation.
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Initially the indigenes employed were all local people (twenty in
April 1964 increasing gradually to 300 by the end of 1965) and it
was felt that by providing work for these people there would be an
immediate increase in the amount of money available in the villages
with a resultant increase in the standard of living. However, as
the trouble developed and a high proportion of the people, particu-
larly those from Guava and Kokeri, refused to work for C.R.A., it
was found necessary to recruit indigenes from outside the Kieta
sub-district, Moreover, the local people were not entirely satis-
factory because they were largely uneducated and had no specific
skills, they had never been employed in a regular capacity before
and their attendance was most unreliable, and even when at work
they had a tendency to sit and do nothing whenever possible, It
was found that money had little meaning to these people because
there were no shops in the area, 1In order to overcome these
problems it was decided to examine the approach made by other
firms which had faced similar problems, Consequently, two senior
members of C,R.A, visited Zambia in October 1966, It is only in
recent years that the mines on the copper belt of Zambia have
introduced an extensive selection and training programme and, in
my opinion, they are currently doing an excellent job of 'Zambiani-
sation'., Unfortunately, the companies are still criticised because
the programme of 'Zambianisation' did not start in earnest until
the time of independence. It is our aim to employ and train as
many indigenes as possible from the outset,

It has been found in Zambia that with suitable training, illite-
rate Africans can perform routine repetitive jobs extremely well
and we feel sure that the same will be true of New Guineans, The
method of selection of illiterates in Zambia was of particular
interest to us and information was obtained on the tests used,

More recently we have been assisted by Administration psychologists
in this field.

One strong recommendation made to us in Zambia was that coinci-
dent with, if not before, the introduction of a training programme,
we should learn more of the background and culture of the local
people: their beliefs and values, their likes and dislikes, To
obtain this information we sought the services of a specialist,
preferably with training in anthropology, psychology or sociology.
We have been in touch with most of the experts in these fields on
the east coast of Australia, and although everyone to whom we have
spoken is extremely interested and very sympathetic, we have found
it virtually impossible to get capable people who are prepared to
live in the villages for one to two years in order to get to the
bottom of the present resentment. We have been told, and we agree,
that brief studies are likely to cause more problems than they solve,

On the training side we appointed in November 1966 a training
officer who had been responsible for introducing a training programme
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for local staff in the copper concentrator at Nchanga, the largest
mine in Zambia., Because of personal problems he was in Bougainville
for only four months, but during this period he was able to outline

a basic policy which is now being followed. Another training officer
was recently appointed

We are currently employing about 500 New Guineans in the follow-
ing capacities: :

Clerks and radio operators 10
Drivers and plant operators 25
Camp construction 50
Camp operations and messing 115
First aid assistants 5
Geologist assistants 15
Draughtsmen 2
Drill core measurers 18
Driller assistants .90
Drill ssite preparation , 30
Surveying 15
Sample preparation S - 8
Tradesmen's assistants 6
Road gang -110

Programmes are in hand for the training of cooks, carpenters,
drillers, drivers, draughtsmen, mechanics and laboratory assistants,

The senior geologist who was in charge on Bougainville until
June 1966 established relatively good personal relations with the
majority of people in the Kupei-Panguna area. He spoke to them
quietly, listened patiently and at all times endeavoured to meet
any request they made. Helicopters were provided on several oc-
casions to fly patients to the Kieta hospital, and whenever
possible local people have been given lifts in company vehicles
which move between Kieta and Panguna, ~

Since the development of a first aid post at Baraplnang, the
people from surrounding villages have been coming for treatment,
To cope with the expected increase in demand for medical treatment
over the next two years, plans are in hand for the construction of
a temporary hospital, staffed by two fully-trained sisters. Various
sporting facilities are being provided around Panguna ‘and Barapinang.
A practice cricket pitch is in use and it is hoped shortly to clear
sufficient land for a football oval and basketball field.

Vegetables grown by the local people have been bought by the
company to supplement food bought from Rabaul, For many months
C.R.A. has encouraged the development of additional food crops but
the local people appear unwilling to take advantage of this in-
creased demand as a possible source of increasing income,



116

Plate 11, One of the radio operators trained
and employed by C.R.A.

"N

Plate 12, A heavy-equipment operator at
work at Panguna
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A trade store will be constructed shortly to provide the indi-
genes with their basic needs and banking facilities will be provided
for those who wish to save their earnings,

C.R.A, aims for full integration of the work force and the
general community. The office staff are already fully integrated,
with expatriates and indigenes sharing messing and accommodation
facilities. But integration has presented some difficulties, one
of which is communication, as we have a high turnover of expatriates
and few of them become proficient in Pidgin. For this reason indi-
genes who share our messes must have a reasonaple grasp of English,
We have decided that it is important not to force an indigene into
an integrated society against his will,

In an effort to provide assistance to the younger people the
company awards scholarships (costing $10,000 per annum) which keep
two boys at school in Australia, two apprentices in training in
Port Moresby, three boys at Malaguna Technical School, four girls
at Madang Domestic Science School, two studying surveying at the
Institute for Higher Technical Education, two studying commerce at
Lae Technical College, and two girls at the Marionville Memorial
School, We propose to visit these schools regularly to keep in
touch with the scholarship holders and to show films, explaining
the operations on Bougainville and to tell the students something
of the future opportunities if a mining operation is established,
In addition, C.R.A, has also assisted the Education Department in
the formation of a Junior Technical School at Kieta.

It is recognised that in order to reduce the communications
problem on Bougainville it is highly desirable, if not essential,
for every member of the staff to be fluent in Pidgin and arrange-
ments are in hand to run a series of Pidgin classes for expatriates,
At the same time the possibility of introducing English classes for
the indigenes is being considered.

The firm is currently seeking a public relations officer, whose
sole duty will be to move among the villages in the Kieta sub-
district explaining what C.R.A. are doing and what they propose to
do. He will show slides and distribute booklets which are currently
being prepared for this purpose.

Again, let me emphasise that at present we are only an explora-
tion company but, in the hope that we may one day become an operating
company, we are anxious to learn as much as possible about the people
so that we make the correct decisions when the time comes. We have
a long difficult road ahead of us, but we sincerely hope that with
patience and understanding we will ultimately obtain the trust and
co-operation of the local people,

Epilogue
On 6 June 1967 an agreement was reached between the Administra-
tior and Bougainville Copper Pty Limited, a subsidiary of C.R.A.,
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and subsequently approved by the House of Assembly as the Mining
Bougainville Copper Agreement) Ordinance 1967. Among other things
it provides that the company will, within two years of receiving
the special mining lease, give the Administration the option to
secure at par value up to 20 per cent of the share capital of the
company. These shares will be held either by the Administration
itself, or by a statutory authority approved by it., Within the
first fifteen years not more than one=-quarter of such shares can
be transferred (other than to the Administration or an approved
statutory authority) and then only to 'eligible Territory Resi-
dents'. While at least 15 per cent of the company's shares are
held in this way, their holders will be entitled to appoint a
special director of the company.

Another important feature of the Ordinance is the provision for
a three year:income tax holiday from the date of commercial produc-
tion. After this period, however, income tax on the company will
be substantially higher than for any other company operating in
Papua-New Guinea. In return it is guaranteed that its future total
tax liability will not exceed a fixed (50 per cent) proportion of
taxable income, Other taxes, duties and royalties will be payable
as soon as production commences.



Chapter 11

Conclusion

R.G. Crocombe

The papers in this Bulletin demonstrate a strong and increasing
desire by Papuan and New Guinean people to participate more fully
in every phase of business and industry. Though their expectations
from firms in which they share are initially unrealistically high,
experience both moderates and matures them. To give people every-
where the opportunity to join at least one commercial organisation
(whether a co-operative, company or otherwise) should be a first
aim of policy.

Economic aspirations are rising much faster than the facilities
for their realisation, and the indigenous share of commercial and
industrial turnover is estimated to be only between 5 per cent and
6 per cent of the total, About two-thirds of that is accounted for
by co-operatives and the remainder includes organisations like
Namasu which have both indigenous and expatriate shareholding.
There must be few countries in the world where the proportionate
share of commerce held by the people of that country is so 'abysm-
ally low' to quote the term used in Chapter 3,

The need for training stands out in every chapter, But the
facilities for training, relative to the needs of a country of over
two million people, are extremely limited., The co=-operatives orga-
nisation has probably provided more training than any other, and
many other forms of enterprise have benefited from engaging staff
who were earlier trained in co=-operatives, Nevertheless, co-
operative leaders are the first to agree that their training
programme is in great need of expansion. Missions:which sponsor
business enterprises have also made significant efforts to provide
training. The least efforts at training have been made by the
large foreign firms who, in the longer term at least, have most to
gain from it. The pioneering executive training scheme undertaken
by the Carpenter group (Chapter 8) is a tremendous advance, but
even that project only provides for an intake of eighteen cadets
per year in a rapidly expanding firm which already employs 300
expatriate executives and skilled personnel, It is probable that
a self-governing New Guinea will use selective restrictions on the
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entry of expatriates to speed indigenous staff training by business
firms. In Fiji, Western Samoa, Tonga, the Cook Islands and many
other developing countries, firms wishing to bring supervisory and
skilled staff from other countries have to demonstrate to a local
immigration committee that there are no local people available who
could reasonably be trained to take such positions, The conditions
of importation are progressively tightened and it quickly becomes
in the interests of the firms to train local staff as far and as
fast as possible.

The need for credit is emphasised in a number of chapters. The
banks are thought to be holding about $10,000,000 of savings and
desposits of indigenous customers (Chapter 3) but almost all of this
money is used to develop expatriate enterprises in New Guinea and
Australia., The record of the banks in providing credit to indigenous
entrepreneurs is described (in Chapter 3) as 'dismal'. Adhering to
their traditional practices much more tenaciously than any indigenous
tribe, the commercial banks constitute an obstacle instead of an
avenue to indigenous advance in commerce and industry. It its
twelve years of operations the Native Loans Board made only a hand-
ful of loan money available to indigenous people in commerce. The
extent to which the new Development Bank will change this situation
is as yet unknown. With an official practice of laissez-faire it
is hard to avoid the conclusion (Chapter 4) that 'financial arrange-
ments favour expatriate business, as everything else in the present
system tends to do'.

The forms of business organisation may in some cases need modi-
fication for New Guinea conditions as Mead (Chapter 1) has pointed
out, Many village industries constitute no legal entity because
the law, being little modified from the Australian, is unnecessarily
complex for such enterprises (Chapter 4). The Forestry regulations
which assume exploitation by expatriate firms seem particularly ill-
adjusted to the growing efforts of village people in sawmilling.

The regulations take it for granted that villagers will sell their
rights to timber and then sit by while outsiders utilise it, The
need is to involve them in all levels of the process of forest
exploitation.

The role of missions in promoting indigenous participation in
business and industry stands out in Chapters 4, 5, 6 and 7, It is
an unusual role for religious organisations, and one which they
themselves feel uneasy about, but their achievements are in many
cases remarkable, 1In instances like Namasu and Waso, as well as
many sawmills and other enterprises, they provide high quality
managerial talents at very low cost, they usually provide more
training for local people than other organisations of similar size,
they instil their trainees with an effective ethic, and the missions
themselves are strongly motivated to get the organisations going
efficiently and get out, leaving them to trained indigenous owners
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and managers., The mission role in this field is not intended to
be, and should not be, a permanent one. But in the process of
equipping local people with the means to participate fully in the
economy of their country, they have an extremely important part to

play.

The compelling conclusion of these papers is that means must be
found to increase greatly the share of indigenous people in business
and industry. The C.R.A, agreement (Chapter 10) constitutes a very
important breakthrough in that sector, but advances are needed in
every sector. An obvious starting point is the village and an
initial objective could be to see that the villagers' own produce
and trade needs are handled by a business in which local people
have a major share. The corollary to this is that in rural areas
licences to trade and transport goods should be progressively
limited to indigenous people, or to organisations in which indigenous
people have a major share in management and ownership, The success
of Moveave sawmill (Chapter 4) demonstrates the scope for village
industries. These need not be based on timber, but could be one of
a number of light industries for which there are markets in the
country already. With more concerted planning, and less hand-to-
mouth origins than Moveave, one could envisage many such industries
being established over the next decade, provided the resources are
made available,

Villagers grow more than half the country's coffee. It is not
unreasonable to expect that effort and resources be made available
to ensure that their half is processed and marketed by organisations
mainly owned by native people., Palnamadaka (Chapter 4) indicates
that the purchase of an existing business is an obvious entry point
for indigenous investors. But neither the former Native Loans Board,
nor the newly-formed Development Bank have regarded lending for a
take-over of existing business as a development loan., This rule
conflicts with a major conclusion from these papers, that the develop-
ment of a Papuan and New Guinean business community is a matter of
urgency.

Every enterprise described in these papers has had the advantage
of the skills or advice or finance of expatriate persons or orga-
nisations, The rapid expansion of indigenous participation
necessitates the further transfer of skills from expatriates to
indigenes. As seventy years of contact has shown, the mere presence
of expatriates does little to transmit skills. Only where suitably
qualified people devote themselves to that task is the objective
achieved. The need is not for more expatriates per se, but for a
higher percentage of the available funds and personnel being devoted
to this end. For example the highly successful Merani scheme
(Chapter 9) resulted from the after-hours activities of one planter,
But he is the only planter in the country to our knowledge to have
equipped local people with secure title to land (surplus to the
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planter's needs) and set them on the road to successful commercial
farming and entrepreneurial activity. The same could be done by
many hundreds of expatriate planters. Some missions have provided
very considerable stimulus in this field, but relatively few busi-
ness firms have yet done so.

In Chapter 8 a political imperative is laid down, Newly inde-
pendent governments which feel that their people have had an
inadequate share of the economy often insist on promotions and
preferences regardless of their effect on the firm or the economy.
But in the field of business and industry in this country today
the main beneficiaries of the govermment's present development plan
are Australian firms. With Commonwealth expenditure of the order
of $20,000,000 a year on military bases, one wonders what relative
sum might properly be expected to be available for the development
of indigenous participation in commerce. The present government
contribution through the Division of Business Management and
Training, including the Registry of Co-operatives, is $414,154,
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inland from Dagua in 1931, and among the Mundgumor people of the
Yuat River, and on the Tchamburi Lakes in 1932-33. 1In 1939 she
studied the Iatmul of the Middle Sepik. She returned to studies
in Manus in 1953 and has made a number of subsequent research
visits there. 1In 1967 she inaugurated a return field trip to
Iatmul under the direction of Dr Rhoda Metraux. Among her many
publications on New Guinea are Growing up in New Guinea if 1930,
Kinship in the Admiralty Islands in 1934, the three-volume work,
The Mountain Arapesh between 1938 and 1940, Sex and Temperament in
Three Primitive Societies in 1952, New Lives for 0ld: Cultural
Transformation in Manus, 1928-1953 in 1956, 1In addition, she has
undertaken field studies in social and economic change among
American Indians, Samoans, and Indonesians. Her more general
works on problems on economic and social change include Cultural
Patterns and Technical Change and a number of papers in professional
journals,

Mr Jackman is the Chief of Division of Business Management in the
Papua-New Guinea Department of Trade and Industry, and former Re-
gistrar of Co-operative Societies, In 1964-65 he was consultant on
co-operatives to the United States Trust Territory of the Pacific
Islands.

Mr To Robert is the first New Guinean professional economist,
working now with the Reserve Bank in Port Moresby. He has published
in New Guinea and The Journal of Pacific History.

Dr Wilson is a senior research fellow with the New Guinea Research
Unit, currently engaged in a study of industrial development in
Papua-New Guinea. His publications include Land Utilization in
Australia (joint author with Sir Samuel Wadham; 3rd and 4th editioms),
'Industrialisation in Papua-New Guinea', Australian Economic Papers,
Vol.2, No.2, and 'Import Replacement and Industrial Development in
New Guinea', a paper presented to ANZAAS Congress, Melbourne, in
January 1967.

Mr Menzies, who is currently studying at the London School of
Economics, was temporarily attached as a research assistant tc the
New Guinea Research Unit. He was formerly a research assistant to
the South Pacific Commission in Noumea, New Caledonia.

123



124

Dr Fairbairn is lecturer in economics at the University of
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