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Background

The industry was comprised of two parts; that which was located
at Shark Bay around 54 kilometres kilometres from Perth and the
northern district starting initially at the shore of Nichol Bay
ouroun 1080 Kilometres from perth and spreading north over
time to be centred at Broome from the mid 1880’s .

The pearlshell collected from the northern districts was the
Margdritifera Maxima variety whereas that from Shark Bay was
of the Margaritifera Carcharium variety. These shells are two of
the seven or so varleties of pearlshell fished commercially around
the world, principally in North Western Australia, Torres Strait,
Japan, Cevlon and the Arabian Gulf,

The Maxima variety is the largest and highest quality shell and
pearl in the world and is ol a premium consistent silvery white
colour, whereas that from Shark bay is of smaller and irregular
size and is of inconsistent colour. The Shark Bay pearls are also of
irregular size and colour. Hence the value both of the shells and
pearl was much higher in the north than the south. However
although the value of the shell and pearls was lower in Shark Bay
the density of shells per square kilometer was much higher and
they were more easily accessible in very shallow waters. Due to
these differences the industries faced different management
issues.

The objective of this paper

The objective of this paper is to outline the economic management
of the Western Australian Pearling industry from its inception in
the 1860°s until the end of the 1930’s. Tt will focus principally on
management of the key resource - pearlshell, as the collection of
pearls played a relatively small part of the industry, usually being
valued at around one third that of pearishell. This was so

because pearls, although highly valued for jewelerywere
overshadowed as a source of income due to the demand for
pearishell, which at the time was highly valued for its ornamental
use such as adorning furniture and for more utilitarian functions
such as buttons.
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Pearling was Initially established along with cattle as pioneering
industries. In the pioneering spirit the exploitation of shell was
pushed to the limit with little concern as to the outcome.

The North West industiry was fortunate in having a very large
supply of shell. The recovery of shell was highly intense and
location after location became exhausted.As the supply of shell
from the coastal areas became exhausted the industry shifted
offshore into deeper and deeper waters, further and further
north. In the instance of the Shark Bay the supply of shell had
more stricter limitations and over-exploitation pushed the catch
bevond a level which was sustainable. This resulted in collapse of
the catch in the 1880’s. From then on the industry was regulated
it never regained its former importance.

Why manage the resource?
The physical world:
Before embarking on an assessment of management of the

industry 1 will discuss the issue of management. First why manage
the resource at all ? Management involves restriction on the take
of the resource. Why not let business go about the business of
making profit without restriction? One’s view of the way
resources are used in production and their depletion depends
upon one’s ethical and moral viewpoint. From a physical
viewpoint we know that neither matter nor energy can not be lost
but is simply transposed into another form to another through use
- heat into light - matter into new compositions etc. We also know
that if we wish to reconstitute matter it may take more matter
and energy than gained from its original consumption as some
may be used in the process of transposition. In an economic sense
this means that if matter is turned from an economic good -ie. has
use in consumption or production to a non-economic good- has
no use in consumption or production, or to an economic good of
lower value, then something is losl. If in the process a species is
lost or genetically damaged then in both a biological and an
economic sense there is loss as a resource as the matter involved
cannot be transposed back to its original being, except of course in
the movies. '
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The eastern and western viewpoints:

Eastern and indigenous societies place a high value on the
maintanance of the stock of “non-renewable” resources - those
whose reconstruction or recovery following their use is difficult or
impossible from a physical or biological viewpoint, given existing
technology. Many of these cultures, for instance, regulated the
relationship of fishing activities to climatic and social conditions
of the community using mythology, tradition, ceremonial and
religious practices, etc.(1) These cultures tend to be organic in the
sense that they achieve a balance of outputs to inputs in material
and energy terms. By comparison western style agriculture may
use ten times as much energy input as it produces in output- the
rest is dissipated in nonproduct forms. Many of these practices
are being lost as a result of westernisation.

Judaic -Christian societies moral and ethical viewpoints rest on
the the creation narrative in the book of Genesis- that God
created man in his own image in a world which was for use. The
Bible also talks of the progress of generations, so there is a role of
custodial management. Strong emphasis is placed on the
maintenance of human moral capital, with a clear message that if
this is maintained that the rest will fall into place to produce a
productive and congenial life.

Optimistic vs pessimistic approaches to development

At the extreme Genesis has been interpreted that the World is a
kind of God's playschool for mankind’s experiments, This type of
interpretation provides a basis for some very optimistic thinking-
that the earth is has virtually unlimited resources, and or, that if
one resource runs out somehow humankind will find something
else in its place, or a process which will allow us to replicate
nature. (2)

These writers have at least up until this point won the battle
against the pessimists. From the nineteenth century onwards
when Robert Malthus’s predicted of ruination throu gh
overpopulation was found to be wanting through the theory of
demographic transition, pessimistic prediction after pessimistic
prediction of running out of resources have been proven incorrect.
The best known of these debates is the Club of Rome report 1972
and its replies. (3)
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(The current plea from environmentalists rests more on toxicity-
that we will be poisoned or exposed from biproducts, suffer social
degradation from unsustainable styles of production. Additionally
there is great concern for the decline of biodiversity and loss of
species.)

From the viewpoint of the pearling industry the optimistic
approach has been shown to be correct over the long term. The
seeding pearls artificially was perfected in the 1920's and the
hatching of spat was perfected in the late 1980’s. The whole of the
process of rearing pearlshell and creating pearls can now be
performedin a tank and in holding crates, Pearling has been
transformed from a gathering to high tech. farming industry.

Modern microeconomic theories of management of exhaustible
and biological resources:

In the short term how should the industry have been managed?
Theories concerning management of exhaustible and biologically
reproducable resources are relatively new. Hotelling developed
the concept of an ethical discount rate for allocation of
reproducable resources in 1931. He established rules concerning
depletion,given technology, using a discount rate.(4) At the end of
the day, however, the choice of a discount rate depends on one’s
moral and ethical views.

The theoretical foundations of bioeconomics goes back only to
Scott Gordon’s work in the 1950's on fisheries.(5) Gordon and
Schaefer - a biologist, showed the potential incompatibility
between economic and biological systems. The normal economic
profit maximising rule is that a firm faced with rising (marginal)
costs should expand output until the (marginal) cost of the last
unit of production is equal to the revenue from its sale. (marginal
revenue). Economic maximisation using that rule, they noted,
could logically lead to extinction of a species. The model which is
shown graphically by a backbending marginal cost curve shows
that as catch effort increases catch at first may increase. An
increase in demand may produce and effort which results in a
reduction of the stock to a level which is less than that necessary
for biological sustainability. If the product is highly valued by
consumers they may be prepared to pay a higher price for the
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smaller quantity. Demand increases and the catch effort
increases, cost increases but consumers may be prepared to pay a
higher price for the scarce product and so on. The firm may be
maximising according to marginal revenue cost principles and
the consumer maximising according to maximum utility per
dollar principles but the biological stock may fall well below that
required for biological sustainability and even become extinct. The
model recognises a critical level of numbers necessary for species
survival. Below that critical level of numbers the species becomes
endangered for a variety of reasons- couples may not match up,
the genetic pool diminishes reducing its ability to adapt, disease
may become more prevalent, etc.

Bioeconomics cost curves and schedules are underpinned by
population models. These in turn rely on an understanding of
biodynamics which is the province of biology and ecology. As
ecology is a science in its infancy this makes the calculation of the
sustainable population difficult. Ecological systems are relatively
complex and require complex models. Fven now ecologists are
unable to produce models with accuracy in prediction. Their
models are still descriptive, and are as yet unable to be
mathematically modeled to produce accurate predictions.

In practice this means that policies based on biodynamic and
sustainable development models need to be process oriented-
rules are set down to govern the economic effort and the stvle of
operation so as not to threaten the continuance of the biological
stock. Great advances have been made in recent vears in
collecting biological stock population data through for example
monitoring catch through acroplane sightings of fish etc. However,
for practical purposes the inability to model the ecology
effectively leaves fisheries managers to manage conservatively,
Even now with this knowledge it is not uncommon for fisheries
management authorities finding it necessary to buy back licenses
or other methods to reduce fishing effort.

Economic theory at the time under discussion:

The economic theory in existence at the time under discussion was
fairly rudimentary and by comparison with modern bioeconomics
was optimistic - perhaps overly so. . At the macro level was
Classical economics and at the micro level Marshallian neoclassical
economics, The issues that the authors that are relevant to this
discussion are discussed below,
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Classical economics centred on growth through reproduction
schema, savings from one period expanding output in the next. Its
founder Adam Smith believed that a millenium of capitalistic
growth was possible in a deregulated environment. David Ricardo
recognised that diminishing returns would occur as production
used marginal resources Robert Malthus demonstrated the
possibility of over-population in relation to production but his
cure lay in an improvement in moral hehaviour.

Marshall developed the laws of efficient markets-

Law of demand- that consumers will demand more at lower
prices.

Law of supply- that producers will be prepared 1o supply more at
higher prices. Both laws rest on the precept that the consumers
and producers are utility maximisers.

The equilibrium market clearing price concept- that a free market
will gravitate to the market clearing price where the quantiy
business supply and and consumers purchase will be the same.

Marshall’s model required that for markets to be efficient, buyers
and sellers operate as free sell maximising agents. He established
that where prices were fixed that inefficiency resulted either in
oversupply in the case of above equilibrium prices ( price floors)
and undersupply for below equilibrium prices.

He also developed the idea of elasticity quantity responsiveness in
relation to price and the idea of minimum cost production through
appropriate scale of plant and use of the least cost combination of
resources. Microeconomic theory in the time under discussion all
relates to private maximisation. The distinction between private
and public costs was developed by Pigou at the end of the period.

In summary, both the macroeconomics and microeconomics of the
day suggested exploitation of a biological resource which could
lead to its exhaustion. Regulations of the industry to bring about a
sustainable result were probably some of the earliest in the world
and reflect the involvement of one of the formost world biologists
Saville-Kent. Biological notions at the time were on reflection
optimistic and primitive. British biologists had what may be
termed a “Kew Gardens mentality”. Species were collected around
the world sent to London. Biologists and individuals then sent
them to places around the world where they might have an
economic use, with very little sense of the potential
environmental impacts. As we know rabbits, cats and foxes were
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sent to Austrlaia north west pearl shell was transplanted to Shark
Bay and so on, with the optimistic hope that transplantation
would be successful. Next to examine the record of the industry
and its management.

The beginning.

Lieutenant Grey examined the north West interior in 1837-38.
Pioneering of both the pastoral and pearling industries in the
North West came about as a result of A. C. Gregory’s trailblazing
expedition in1861 to Nickol Bay, funded jointly by the Royal
Geographic Society and the British Government.

Gregory reported most favourably on the prospects of the district
both from the viewpoint of pastoralism and pearlin 8. The region
he said had an estimated 3 million acres suitable for grazing and
200,000 acres suitable for agriculture.

Several tones of fine mother of pearl shell and pearls of 1-4 carats
were collected, with an aggregate value of 5-6000 pounds.
Following Gregory’s return a Fremantle merchant Bateman
despatched James Turner, Gregory’s companion in the "Flying
Foam” 1o Nickol Bay. Turner collected 9 tons of shell and 150
pearls but was convinced that numerous beds did not exist. Shell
atl the time was valued at around 250 pounds.

Gregory’s glowing reports on the district produced a flurry of
settlement activity. Finds of pearlshell were made as a spinoff of
the minor explorations associated with pastoral settlements.

In 1864 the Cambden Harbour Association launched an
unsuccessful settlement on the strength of Gregory’s report. 4800
Merino sheep died as a result of poisonous weeds. After a short
lime the settlement collapsed and many of the settlers followed
Sholl the Government administrator to Roebourne. But before this
was to happen pioneers reported natives wearing pearishell
necklaces.

An announcement in the newspaper the “Inquirer” on 22nd
October 1866 of a quantity of pearlshells in the Nichol Bay area
produced interest. The first commercial pearling was undertaken
by an Tays, an employee of a pastoralist, who came upen
quantities of pearlshell whilst erecting a fence in the vicinity of
Nichel Bay.

g™
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Tays noticed aboriginals wearing pearlshells obtained from the
nearby reel, He then collected 2 tons of shell in four days. (6) By
January 1867 he had collected shell valued at 1000 pounds which
he hid. Tays arranged for a passage for himself and his shell to
Fremantle on the “Emma” but he went down with the ship which
vanished without trace. (7)

1868-73- early developments:

wading methods

Tays’ example, however, led others primarily it appears from
pastoralism to develop the early industry. Sholl reported that by
the end of January 1868 32 tons of shell had been taken with a
value of 80 pounds per ton. By the end of 1868 there were 10
vessels operating. (8) The most common method of collection at
the time was by wading and collecting by hand according to the
tides. Pearling provided a supplementary income for pastoralists
in these early lean years of settlement.

Mc Rae a local pastoralist involved in the industry reported that
almost everyone became involved in pearling after shearing. (9)

Even at this point there were doubts as to the long-term supplies
but those employing aboriginal divers were more optimistic. (10)
Wool prices were very low over the vears 1868-9 and pearling
provided the salvation of the regional pastoral industry. (11) The
industry enjoyed rapid growth over the coming seasons indicated
by the table below.

Shelling was being undertaken by aboriginals skin diving during
the months of September to April on Coral reefs one and a half
miles offshore. Their payment was in kind - food and clothing,
with no monetary renumeration.

By the early 1870’s there was fear ol exhaustion not only of shell
but also of the supply of local Aboriginals who were used to
smimming in the ocean. Malay divers were said to be looking for
new reefs. (12)

Farquar Mc Rae wrote in 1873 “Pearling I'm afraid will be done
after next season as most banks are getting worked out” (13)
Aboriginals were being blackbirded at gunpoint from the interior
and failed attempts were made to recruit aboriginals from the
south, This prompted the regulation of aboriginal labour. This
resulted in a series of acts beginning in 1871 aimed at improving
the conditions of Aboriginals in the industry. The first regulated
the conditions on board craft and prohibited the use of women
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divers.(14) The second established more stringent labour
conditions including limiting employmen!t periods to twelve
months, ensuring that all labour was voluntary and that divers be
returned (o their former place of residence. (15) The third aimed
to reduce the exposure ol Aboriginal divers by giving the
Governor power to regulated the hours of diving. (16)

Experiments were being made using Malays ( a generic term used
for persons from loactions in countries now known as Malaysia
and Indonesia) to supplement the supply of aboriginal labour and
by 1873 they outnumbered aboriginals 100 to 80. (17)

By 1875 the number of Malay divers had reached 1000- well in
excess of the number of Aboriginals This however was soon
arrested by Dutch officials who were dissatisfied with
employment conditions. By 1875 their numbers had shrunk to 24
conpared 10 497 Aboriginals. (18) Aboriginal employment again
came under the spotlight in 1881 when they were referred to by
the Governor to the Secretary of State as little more than slavery.

Unregulated the industry continued to exhaust supplies of shell ,
and shifted north to lind new beds. This prompted the
Government to attempt to move the Magistrates residence, against
his will 1o Condon. A decision was made that he should visit
Cossack where pearling was being developed. (19)

1873-86 the shift into deeper waters:

skin diving

Saw a shift of the industry to deeper waters further north in
search of new beds of shell as the southern beds were worked out
at an increasing rate.

Export of tons of Pearishell

yvear tons
1873 149
1877 102
1879 224
1881 232
1883 243
1885 278
1886 711

Sources Western Australian Blue Books and statistical registers.
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By now recovery by skin diving had surplanted wading as the
method of recovery. A change in taste away from pearlshell to
gold in ornamentation caused a drop in demand and average
prices fell from 200 to 120 pounds from 1874 to 1877. (20) This
produced a change of ownership as many pastoralists left the
industry to concentrate on pastoralism as it experienced better
times.

Nevertheless despite a slowdown the industry continued to
exhaust shell stocks as it expanded and shifted north.

By 1875 half of the feet was in the vicinity of Exmouth and with
others east of Cossack. Concern began to be felt as to the
exhaustion of shell stock. Cossack gave the best yields and the
best banks were thought to have been exhausted. Relatively good
vields were experienced in 1875 as boisterous weather had
exposed shell, but overall the yields were down. (21)

In 1876 the report of the Master of the Government Revenue
vessel raised the question of depletion. Whilst admitting that
many young ovsters were being fished he rejected the idea that
there was a serious depletion of resources. (22)

In 1879 Sir T Cockburn Campbell moved in Parliament for a
Commission to be established to investigate regulation of the
industry. Careless exploitation of shell he claimed had destroyed
the industry in England and Ceylon. The decision was left to the
next sitting, which resolved to form a committee. (23) A
Committee comprised of Cockburn Campbell Sir L. S. Leake, ]. G.
Lee Steere, E.T. Hooley, C. Harper and W. Padbury, was gazetted
in the in 1880 (24)

Its report recommended few changes, the key being that there be
a conservation tax in proportion to the take of shell. It also
recommended that pearlers be encouraged (o prevent exploitation
of immature shells but no suggestion was made for enforcement
provisions. Three patches on the north west coast in the vicinities
of De Grey River, Cane Riverand Cape Lambert were closed for
four years. Shark Bay was recognised as being damaged by
continual dredging and was recommended for partial closure. (25)

Consideration was given in parliamentary debates [or
implementation of an export duty to discourage operations but its
operation was thought to be too expensive. (20) Regulation was
considered by Sholl to be unnecessary as he believed the industry
10 be self-regulating; for example the Flying Foam Passage, one of
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the first beds to be worked had not been worked for five VEAars
Over this period the size of the shell had recovered. Grant the
member for the district claimed that this was not true. At Condon
there were initially1600 shells to the ton but that number had
now increased 10 3-4000. He therefore recommmended closure to
maintain the long term health of the industry even though he
would suffer considerable loss. (27)

1880’s shift of the industry north

Around 1880 saw the beginnings of the shift of the industry north
to Broome in search of new shell and in time the seemi ngly
inexhaustible supply of shell was to make the issue of
conservation a dead issue. In 1979 Walcott Inspector of Pearlshell
Fisheries reported that vessels were experimenting as far north as
Beagle Bay and in 1880 predicted large finds of pearls as pearlers
shifted north. (28) Sholl predicted that the next season would be
centered at Beagle Bay. The shift north took place but not quite at
the predicted pace as the inspector of Pearl Shell Fisheries
reported that the majority of the fleet was eight miles south of
Beagle Bay at la Grange. (29)

The extent of activity at Cossack and Roebourne was reported by
Alexander Mc Rae as being less than half that of last year,

With the shift of the industry north the closure of banks was
abandoned except at Shark Bay. (30) The shift also made the
prospect of leasing banks impractical as in the next season
pearlers move steadily north east leaving the banks now being
worked practically abandoned.(31) Also pearling was largely a
part of the activities of pastoralists. (32) As new lands were being
opened up pastoral activities were also steadily shifting north, so
the idea of conservation would have had less appeal than if land
and pearlshell resourses were fixed.,
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Shark Bay
The 1880’s witnessed the collapse of the Shark Bay fishery due to
overlishing. The events which led to this were as follows:
In 1884 an interested resident a Mr A Brown and pearlers argued
that the banks were plentifully restocked and recommended their
reopening. (33) They were supported by doubts expressed as to
the accuracy of claims of depletion of the banks. A select
Committee established to look into the matter recommended the
reopening of banks with the exception of those off Peron
Peninsula. (34) An 18806 act allowed exclusive licenses in a
defined area but excluded Asians. (35) Asian interests were
bought by government at a fair price and all banks were leased to
the pearlers representatives Higham, Butcher and Graham for 200
pounds who subleased them to other pearlers for 8 per pearler. In
1890 there were reported to be 180 men using 92 boats
recovering 12000 pounds of pearls and 15000 pounds of shell
valued at between 6 and 60 pounds per ton. Oppesition 1o the (rio
threatened legal action an a depution by Sholl, Higham, Cowan,
Ferguson and Knight claimed that the [ishery had been almost
ruined by excessive shelling under Butcher. They recommended
the introduction of exclusive licenses to individuals and
experiments (o maintain the supply of shell. The Shark Bay
fishery was closed in1892. (36) W. Saville Kent a noted biologist
who visited the fishery found it destitute and at a standstill.
Some banks were depleted to the point of annihilation. He was
then employved by the State Governemt to assist in its
rehabilitation through cultivation and conservation because of he
had established himsell as the the leading authority on the subject
through a report to the Queensland Royal Society. Saville Kent
recommended a complex system of licenses for 14 years
conditional upon the lessees practicing shell cultivation. The
collection of undersized shell and the use of diving apparatus was
disallowed.

The 1893-4 State Yearbook reported exclusive licensees were
replanting denuded areas and experiments were being
undertaken to acclimatise the North West shell. Both attempts at
cultivation and acclimatisation of the North West shell failed and
Shark Bay gradually increased production as a result of slow
regeneration. Tonnages collected increased from 116 in 1898 o
152 tons in 1899 but due to the slow rate of regeneration the area
never recovered (o be an important part of the pearling industry.
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Under the influence of low prices the north west industry
consolidated with a fleet of around 54 vessels in the early 1880’s
and continued to shift north to be centered on Broome. Further
banks thought to be fully worked were closed for conservation
purposes in 1885-

the coast between Depultch Island and Pt Poissonier,

an area north south through Courtnay Head to the Mainland and
the north end of Dolphin Island to the mainland and

from North Point, Dolphin Island to Cape Lambert. (37)

1885-apparatus diving

The foundations were set for expansion in the latter part of the
decade through the use of diving apparatus which was introduced
into Western Australia in 1885. (38) This resulted in location of a
seemingly inexhaustible supply of shell.

The switch to apparatus diving in deeper waters occurred over

the 1885-80 and 1886-87 seasons. In 1885-6 the number of
hoats using apparatus grew from 9 to 34. In the following season
34 out of 54 vessels were using apparatus and in 1887-8 only 3 of
118 vessels were using swimming diving methods. Swimming
diving was mentioned but its productivity was noted as being
lower, In 1890 there were 116 vessels mostly operating 2 miles
off 80 Mile Beach at a depth of 15-25 fathoms. This was the first
time that vessels had operated so far off shore and at such depth.

The switch 1o apparatus methods and mechanical pumps was
accompanied by a change of ownership in the industry with the
influx of a fleet from the Torres Strait which introduced the
“floating staton” or feeder ship style of operation. It also
produced a shift away from Aboriginal to Asian, particularly
Japanese, divers, who appeared more suited to the task.
Additionally the supply of Aboriginal labour had shrunk due to
deaths from introduced disease. Introducing a bill to make
smallpox vaccinations compulsory Grant claimed that half of the
aboriginals in the district a few years ago had been lost o
smallpox. (39)

Movement of the industry into international waters together with
increasing out-of-State ownership and foreign particularly
Japanese labour brought control by the State under threat. Over
time the politics of State enforcement made both the collection of
revenue and conservation virtually impossible,
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A large fleet from Torres Strait led by James Clark came 1o
Western Australia in 1886 due depletion of pearlshell. The
Government first realised that it was losing control of the situation
in when the Collector of Customs Fremantle reported that it was
“utterly impossible to find out- what pearl shells have passed
from King Sound. (40) The State passed a new revenue act
directed at the Torres Strait fleet imposing a system of State
exporl duties enforced by Customs through a system of boat
licenses. Clark threatend to refuse o pay the duty (3 pounds per
ton for the first 10 tons and 10/- for each additional ton -
maximum 20 pounds) (41) He argued that the fleet had no
obligation to pay this tax while it operated in international waters
and were anyhow making an important contribution to the
economy. The Torres Strait fleet claimed relief as it faced falling
prices and higher costs of TeCoOvery.

The objections were communicated by the Governor to the
Secretary of State (42) who replied that state legislation could
only apply to those boats Operating inside or partially inside
territorial waters- not those Operating exclusively in International
waters. (43) The State Attorney General in reaction delermined
that Clark be warned that his fleet remain outside territorial
waters (44) Additionally Broome was made a “declared port” and
the Australind supply ship was forbidden 1o lranship stores at
sea. (45)

The Japanese were soon seen as a formidable source of control
due to their intelligence networks, Saville Kent reported on the
potential threat and this led the Government to make the grant of
pearling licenses at the governor’s pleasure in 1889 as an
exclusion provision,

Many of the Torres Strait vessels left in 1889 due 1o cvelonic
weather. In 1904 the industry was comprised of 461 licenses
employing 2882 men, including 2577 Asiatics 60 Aboriginals and
245 Europeans. (46) The industry continued on this scale up until
the First World War. The expansion of pearling to Broome brought
a renewed interaction of interaction between the the ind ustry
and pastoralism led by Streeter and Male. (47) Perhaps because
of the composite nature of the operations the style of operation
again came to be typified by small scale single operators rather
than the larger scale floating station operations experienced at
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Torres Strait, in 1909 there were 113 pearlers of whom 48 owned
one boat. Six or more owned 8 or more luggers. (48) The Western
Australian Pearlers Association had a policy to encourage small
operations at the expense of larger concerns. (48) This policy to
maintain small producers at the expense of efficiency was o
become more entrenched and result in higher costs as as the
industry contracted in the depression,

Settlement was reached by the Government with the pearlers
over the issue through the reduction and later abolition of the
export duty. The Colonial Secretary on a visit to Roebuck Bay
promised that the duty would be reduced to 2 pound per ton and
the issue of licenses to aliens would be discontinued. In return the
pearlers promised to cooperate with the Government, pay all
import and export taxes and buy out existing Asian operators.
Finally pearlers succeeded in 1895 in having the Government
remove duties on the export of shell with the Export Duties Repeal
Act. (49) Through the early 1890’s pearling suffered a depression
caused by reduction in demand. In what appears (o have been a
failure to distinguish between reproducible and exhaustible
resources, Premier Sir John Forrest likened pearling (o the
goldmining industry. There was no reason he claimed why either
industry being concerned with exhaustible products should be
taxed. (50) The rationale was that the industry was overtaxed in
relation to gold.

1893- The conservation issue closes.

The conservation issue was again raised by Saville Kent when he
visited the North West 1893 His visit was preceeded by the report
of the Pearling Inspector in the previous vear, in which he stated
that the Eighty Mile Beach ahd been worked consistently for the
past five years. (51) Saville Kent observed the extent of immature
shell being collected at Eighty Mile Beach and other locations and
raised this matter with a meeting of master pearlers which he had
arranged. He reminded them that the prevailing idea that the
North West beds were being exhausted. (52) Following on from
an earlier meeting at which one more pearler had refered to the
necessity of temporarily closing the eastern end ol Eighty Mile
Beach, Saville Kent broached the general question of conservation
through closure. Not one pearler at this meeting was in favour of
closures. They justified their stance through a belief that the
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Fighty Mile beach was protected from over-fishing through an
annual inflow of spat resources from deeper waters to its north
west which were carried by prevailing currents. Saville Kent
suggested that 4 minimum nacre size of 4 inches be applied as had
been done at Thursday Island. This too was rejected by the
meeting as imposing an unacceptable cost. The only point the
meeting could agree upon concerning government action was for
the need 1o spend on upgrading Broome port and that pearlers
should be required 1o pay 25 pounds (53)

Having raised the issue of exhaustion of pearishell beds Saville
Kent became convinced that the resource was practically
inexhaustible. New grounds would be found to the north in Kings
Sound, Admiralty Gulf Holothura Banks and Cambridge Gulf. The
Government as a result ol his report concluded it to be
unnecessary to close any banks or limit the size of shell. (54)
Saville Kent however recommended further conservation through
regulation regulation in the Shark Bay area. Hencelorth collection
of pearlshell was restricted through legislation (55) to holders of
licenses issued for a period of 14 years excepting two specified
public areas.

Overall with the exception of Shark Bay conservation of supply of
pearlshell ceased 1o be a live issue and the focus turned to labour
issue and regulation of the market- demand.

189()’s 1910’s Asian labour and the White Australia
Policy.

From the mid 1880’s to the mid 1910’s the control and exclusion
of asian labour became a major issue which threatened the very
continuance of the pearling industry. Attitudes towards aliens
hardenaed both because of a growing sentiment against asians
culminating in the formation of the White Australia Policy and
due to the depressed condition of the industry which produced
economic hardship. In 1886 the Governor Broom advised the
Secretary of State that the livelvhood of European pearlers was
being threatened by Chinese operators and that European Pearlers
had appealed for their exclusion. (36) An act was passed in July
18806 giving effect to a licensing svstem and plant owned by
Asians was purchased by government at a fair price. (57)
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In 1890 the issue of a license to an Asian by the name of
Rodrigues produced a disturbance. The Government residence at
Roebourne was instructed not to issue licenses to Asians without
first seeking approval from the Attorney General. (58)

Saville Kent was to report however that the sentiment towards
Japanese towards which this regulation was principally directed
was not unanimous. They were industrious and well conducted
and from whose opinion is the most trustworth were worthy of
encouragemert. (59)

The creation of the Commonwealth in 1901 threatened the labour
supply of the industry through the white Australia policy.
Indentured labour which was announced to cease on first of
January 1913 (60) A Commonwealth Royal Commission
recommended the extension of non-white labour to 1/1/1915. In
the meantime experiments with white labour with the Moss and
Richardson company failed. One diver became paralvsed and after
that the others refused to work. (61) Community concern over
the control of the industry by aliens arose during 1913. The Royal
commision into pearling was reconstituted in 1916 and met in
Broome. Its report recommended the continued use of Asian
labour. The Committee had interviewed Furopean divers who had
left the industry. They found that although technically competent
divers they did not have the facility to effectively recover shell at
the same rate as Asian divers. Also Furopean divers could not be
found. The industry had a relatively high death rate, conditions
were bad and voung fit Europeans cound obtain better returns for
their work in more congenial conditions. Higher costs could not be
passed on as being a luxuary industry costs could not be passed
on in higher prices as this would lead to contraction of demand.
The industry the Commission concluded that the “ White Australia
Policy will be neither weakened on imperilled by allowing the
pearling industry to continue as at present conducted” (62)

This decision allowed the development of an increasing workforce
ol Japanese and paved the way for their growing influence over
the industry. In 1903 they numbered 665 compared to 1031
Malays in a total workforce of 2317. By 1913 Japanese numbered
1203 compared to 771 ol a wtal workforce of 2245 (63) The
reason for their growth of Japanese both in absolute numbers and
as a proportion of the worklorce appears to lies in the extent of
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chain migration and their relative lack of opportunities. Around
fifty percent of the Japanese originated from a small coastal
section of Wakoyama Prefecture south of Osaka. They were
originally fostered by British migration agents and relationships
and word of mouth led to a continued flow. The area held few
attractive opportunities compared (o Malays with its growing tin
and rubber industries. (04)

In Broome there was a significant degree of racial competition.
Furopeans lived a salubrious colonial British lifestyle in large
houses with tropical gardens. Asians were segregated from the
white community and within themselves. The japanses tried to
maximise their control through their information networks.
Pearlers aimed to maintain control of the industry by having
mixed crews. Friction developed to such an extent in the early
1900’s that the Pearling Inspector felt required for the first time
to carry a gun and recommend gunship visits to demonstrate State
authority. (65) The friction led eventually to race riots in 1922.
the issue is important from a management perspective as through
control of information and eventually technology, aided by some
poor management decisions in Western Australia, the Japapanese
came later to dominate the indusiry.

1910’s -1930’s Demand issues.

Pearlshell

In the period leading up to the First World War the industry
experienced more buoyant demand. Prices were high, as much as
285 pounds per ton in 1912 (66) Output with the exception of
1915 never dropped below 1100 tons, An attempt 10 reinstate
licenses was resisted by Male, a member of Parliament, on the
grounds that the industry was unsound, its demand being based
on lashion which was fickle. Male reported that he knew of only
ten pearlers who had been able to retire on savings from earnings
from the industry in the past 20 years. His view on face value
may from the figures above appear curious. Costs however were
higher than they might have been due to the numbers of small
operators operating on overdrafts. (67) This structure followed
the policy of the pearlers and their association formed in 1902
and the government which had an interest in maintaining returns
on its overhead capital and keeping a robust settlement in an
isolated and vulnerable location. Microeconomics states that
minimum costs are achieved through using the most appropriate
scale of plant, given the available technology and the least cost
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combination of factor inputs. As demand conditions worsened in
the late 1920’s with the onset of the depression this would have a
telling effect on profitability of the industry.

The First World War brought about a temporaty collapse of the
prices [rom 22() to 90 pounds and the British market for
pearlshell. Pearlers for the first time turned to the United States
for their market. This change of direction of the market became
entrenched and after the War it became centered on a few large
US buyers The US market absorbed over 75% of the total
Australian output of pearlshell over the vears 1921 to 1931 with
the exception of the years1924 to 1926 in which it took 55% and
the United Kingdom took the remainder. (68) Fventually one
company Gerdau with the support of the Pearlers Association and
State and Federal Australian governments was able 1o obtain a
monopoly over the purchase of shell both in the North West and
other parts of Australia. Gerdau payed an above market prices
floor and aimed to restrict output. The scheme similar in many
respects to the wool price floor scheme which was to follow fifty
yvears later- oversupply caused its collapse leaving the industry in
tatters.

In the immediate post war years many pearlers were unhappy
with the market situation. Male in a letter to the “West
Australian” published on 17th of Septemer 1926, Male expressed
the opinion that pearlers were at the mercy of speculators. He
went on to suggest that the Commonwealth Government
approached by pearlers should arrange a pooling and marketing
operation. An enabling act was passed by the Commonwealth in
1927 but before a required poll could be taken of the Broome
pearlers they had independently come to an agreement for 195
pounds per ton with the buyers from Gerdau and the Act was
never proclaimed. As the economy slipped into depression a
surplus of shell developed and Gerdau approached the Western
Australian pearlers to make a considerable reduction in their take.
To achieve this end and keep the boats in operation a return was
made (o handpumps and second and third licences for operators
were not renewed. Japanese were dissatisfied with this situation
and began returning home. In reply to a comment from the
Western Australian Government that handpumps kept boalts in
employment a Japanese Consular official commented that it made
as much sense as forbidding the use of tractors in the wheat
industry. (69)
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The market situation for pearlshell was exacerbated by the
finding of extensive new grounds in Queensland, non-cooperation
of Darwin producers and Japanese operating from the Dutch East
Indies on a large scale. The contract with Gerdau expired in 1935
and prices fell to 107 pounds per ton. The industry and State
appealed to the Commonwealth which called a Tariff Board
investigation which was critical of the extravagant manner in
which the industy had been run and among other things
concluded that the attempt in Western Australia 1o maintain a
high price despite the depression had destroyed an already
damaged market. (70) The industry was kept alive in the period
running up to the war by loans and assistance by the Federal and
Commonwealth Governments keen not to se¢e an important
strategic outpost such as Broome totally collapse.

Artificial pearls.

The cultvattion of culture pearls was made illegal in Western
Australia in 1922. The ban came about as a reaction to trial
production by A, C. Gregory who leased 50 acres of coastline near
Broome ostensibly for the cultivation of pearlshell. Gregory
however made arrangements with Japanese for importation of
nucloids from Japan. The cultivation came o notice of the
Fisheries department which notified Greyory that his activities
which were over and above those authorised should cease. (71)
The Western Australian Pearling association and the RSL became
involved claiming that culture pearls would threaten the local
industry as they would more likely represent the local product
than those from Japan which came from an inferior shell. (72)
They were not supported in their views by the local Inspector of
Fisheries Stuart who pointedout that it would creat a local
industry of considerable importance, culture pearls were
indistinguishable to the normal and if not produced locally that
they would be produced elsewhere. (73) Stuart was
overuled,oysters on Gregory’s property were destroyed under
supervision and the pearling act was amended to make cultivation
of culture pearls illegial. It appears from file that the local
pearlers saw this as a highly competitive situation and Gregory
and family were subject to some abuse. (74) The incident was a
very sad one because as pointed out by long time pearler G.D.
George in his personal papers and supported by documents (75)
The Japanese became highly successful in developing and
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monopolising pearl culture to theri great advantage until the
1980"s He also made claim, which 1 have vel to have technically
assessed that Saville Kent made many [indings on pearl culture
and the process could havebeen developed locally

In summing up in the period under discuss management of the
supply of shell was used in periods when shell appeared to be in
short supply, However with the exception of Shark Bay location
each time new discoveries further north made the need for
conservation unnecessary and eventually so much shell was found
that the issue of supply management became redundant. The
shortage of labour was solved through importation of Asian labour
and their exemption from White Australia Policy provisions.
Demand lor pearlshell contracted as economic conditions
worsened in the post World War [ period. The industry turned to
new markets principally in the United States. The buying
arrangement with the Gerdau company at above market prices-
effectively a price ceiling arrangement predictably resulted in
over-supply, market collapse and disastrously low prices. The
outawing of culture pearls came as a political reaction to the
demands of interested groups and had unfortunate long-term
ramifications.
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