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    Introduction to the new edition

    Laissez-faire capitalism, the free interplay of economic forces, reigned in Australia for about a century. It began when the early governors found themselves unable to prevent trading for private profit, cascaded through the squatting age and gold rushes, and reached its highest peak with an extravagant urban boom which swept the eastern colonies in the 1880s. Only when that boom collapsed, involving numberless victims in the searing depression of the 1890s, were serious attempts made at social control of individual enterprise.

    The land boom tragedy was not the worst event in human history, but for reasons which unfold themselves in this book, it was one of those rare social crises in which the guilt of a select group of individuals could be clearly defined. If only for this reason, the story of the land boom retains permanent significance.

    Since the first publication in 1966 of The Land Boomers, a considerable amount of additional information and pictorial material came to light. None of it changed the original thesis, but with the enlarged editions a more complete analysis of the period and its people could be made available.

    I would like to thank readers who wrote with suggestions, new information, and corrections of fact.

    Younger readers who have become accustomed to decimal currency may wish to convert the old currency as they read. There were four farthings (¼d.) to the penny (1d), twelve pennies to the shilling (1s), and twenty shillings to the pound (£1). Each £1 theoretically converts to $2 in today’s currency.

    Readers should allow for continual inflation of the currency to arrive at an estimate of present-day values. By comparing wages, the cost of housing and commodity prices of the 1880s with today’s levels, an inflationary factor of about 100 to 1 seems realistic. That will change with every passing year.

    Thus to take one prominent example, when B. J. Fink went bankrupt owing £1,800,000, this represented more than $300,000,000 in today’s values. Most of this vast amount was subscribed by ordinary members of the public, through various private banks which were foolish or fraudulent enough to lend it to Fink and his associates.

    As you will see, Fink was only one case among many.

    IN HISTORICAL TERMS, how close we still are to those extraordinary days of the great boom and bust! In 1946, as a very junior employee of a morning newspaper called The Argus, I was sent to an apartment in South Yarra to get a statement from a former Governor-General named Sir Isaac Isaacs. He gazed up in astonishment at my ill-clad gangling figure, obviously expecting at least the editor to have come and taken down his words of wisdom. I stumbled through that little episode, not dreaming that one day I would come to regard Isaacs as one of the heroes who had tried to control the excesses of the land boom. Sixteen years later, after various journalistic adventures in London, Sydney and Melbourne, I would be sacked by Rupert Murdoch for describing his Sydney Mirror tabloids as piles of trash, and thus freed to begin writing this book.

    The story of how The Land Boomers came to be published was well told in a recent reminiscence by Peter Ryan, a former director of Melbourne University Press, entitled Final Proof, Memoirs of a Publisher (2010). He evoked in his inimitable style the atmosphere of the 1960s, when vice-chancellors and publishers were perhaps not as adventurous as today. Despite qualms on all sides, The Land Boomers was successfully published, became an instant best-seller, and was reissued many times in various formats by four different commercial publishers. Its detailed revelations, largely distorted or suppressed for many years, caused consternation in some quarters, but this only stimulated further interest in the subject.

    However, the story of how accurate information about the land boomers was gathered has not been told until now. I hope my recollections will encourage other researchers and writers who wish to delve into neglected corners of our unique history.

    Let me confess at the outset that in the early 1960s I had never written a thesis or a book, had no academic training beyond a bare Year 12 pass, and was merely a middle-ranking journalist who had worked in various milieus. I was just a boy from the bush, seeking to understand life and make a living. Nor did I have any unusual interest in Australian history, beyond a love of books by Banjo Paterson and Henry Lawson. To be sure, I had sometimes heard my grandparents tell at dinner time how the family had lost most of their wealth in ‘the blasted land boom’.

    Land boom? What was that? One day while trying to educate myself in spare hours at the Melbourne Public Library (now the State Library of Victoria), I sought out the La Trobe Librarian, a dear lady named Patricia Reynolds, and asked her if she could recommend a book on the land boom. No, she said. There is a chapter in Turner’s History of the Colony of Victoria, but that’s all.

    And that seemed to be all, until a little later I was having lunch with that vanished repository of scandalous historical knowledge, Cyril Pearl, and asked him about the subject. Cyril looked at me owlishly, half concealed his mouth with one hand, and whispered, ‘I can lend you Meudell’s suppressed book.’ So he did, and the Victorian Age began to take shape in my mind.

    But there was no point in just repeating Turner’s conservative apologia or Meudell’s flamboyant, half-forgotten recollections. Where was the real meat?

    Fate beamed down on me. One day in 1963, I was talking in the Public Library to Harry Nunn, the former clergyman and commando chaplain who had fled church and army to become State Archivist. ‘Pat Reynolds tells me you were asking about the land boom,’ he said. ‘You might like to look at some crates of old documents we’ve just received from the Crown Law Department.’

    Thus began an arduous few months when I slaved in the Verdon Basement of the old Public Library, sneezing through clouds of ancient dust, laying out hundreds of defunct company files and Insolvency Court records, and gradually arriving at the conclusions which you see in this book.

    There were few photocopiers in those days, and anyhow the archives section couldn’t afford such luxuries. Painfully I had to transcribe by hand the details I needed, and create my own files (these records are preserved on open access in the National Library, filed under MS6205). Just as well I took this path, for I have since been told on good authority that certain of the original records have disappeared.

    The most remarkable feature of the insolvency files was the process of ‘Compositions by Arrangement’, generally called Secret Compositions. This dubious legal dodge of the time enabled debtors for any amount to file for bankruptcy in secret, and start up in business again the next day without the public being any the wiser.

    I compiled my own lists of the individuals involved (see appendices in this book), but there was evidence in other documents that even these lists were incomplete. What to do? In desperation I turned to a survivor of the old days who had risen to become chairman of the T. & G. Assurance Co. Ltd, and a confidant of W. L. Baillieu’s Collins House group. This vital source, the urbane Sir Hugh Brain, must have been waiting for the moment. From an antique oak filing cabinet he produced a sheaf of yellowing photographic copies listing names of ultra-secret insolvents, which he said had been circulated by the National Bank to its branch managers in the 1890s. ‘Do not ever give credit to these people,’ was the message.

    There were other willing sources still alive in the 1960s. With the assistance of a Melbourne lawyer who had changed his birth name from Brodzky, for reasons he would never tell me, I managed to get in touch with direct descendants of Maurice Brodzky. He was the courageous editor of the weekly journal Table Talk, whose endeavours to expose the scammers and speculators of his times form the substance of chapter 15.

    THE FIRST and best essential for a would-be writer is to have a completely supportive spouse or partner. I was fortunate in this regard: while I faced the almost indigestible mass of notes I had gathered, working in the glassed-in front verandah of our tiny cottage in Brighton, she ran the household on a minuscule budget and raised our twin babies, who were always chirruping in the background. For relaxation, we wheeled a wide pram around the suburb’s posh areas, speculating about the lives of the nouveaux-riches who had financed these grand mansions eighty years earlier. I still wonder what happened to the thousands of stonemasons who laboured there during the boom years, then vanished.

    I continually strolled around the city and inner suburbs, marvelling at the surviving great company buildings, the extravagant mansions which once housed class-conscious but often happy families, the workers’ terraces and cottages in which even larger families brawled and dreamed of better times.

    Finally I developed a mental picture of the whole period and could begin spouting it out again. This I did directly on to a battered old Remington typewriter which my mother had used during her long newspaper career. The technique in those days was to type double spacing on what was called ‘copy paper’ – octavo slips of newsprint – one paragraph per slip, which could be readily resorted into a different order. On and on I pecked my one-fingered way through long freezing nights, until I had amassed a great pile of manuscript to be sorted into themes and chapters.

    Now what to do? With the lessons of Frank Hardy’s self-printed scandalous novel Power Without Glory in mind, I planned to set up a Linotype and printing press somewhere, and print the sheets myself. I knew a bookbinder who could do the rest. Then I ran across an old friend, Peter Ryan, who had recently been appointed director of Melbourne University Press, and told him why I had dropped out of circulation. To my surprise he expressed interest, and somehow won his board’s approval to publish.

    Inside the old red brick building at the top of Swanston Street which was once MUP’s headquarters, I was introduced to the formidable chief editor Barbara Ramsden and her main assistant, Beryl Hill. Beryl patiently began to explain the rules of book publishing. I knew what an index was, but endnotes? Bibliography? I pretended to understand what she was talking about, and fled home to absorb MUP’s style guide and retype the entire messy manuscript on to quarto paper with one carbon copy.

    So old-fashioned, almost medieval by today’s standards. Then the carefully edited manuscript was typeset in hot metal at MUP’s own printery in Carlton, printed eight pages at a time on MUP’s old letterpress machines, and painfully hand-bound in gold-blocked cloth by a tribe of girls in MUP’s own bindery. All vanished now!

    The first edition of 4,000 copies sold out in a few days. Peter Ryan was overjoyed that his gamble had paid off, and I think secretly relished the furore which followed. Some old families threatened to withdraw donations to a university which could publish such a monstrous book. The Financial Review, owned by the then-wealthy Fairfax family, at first contracted to serialise the book but quickly cancelled, allegedly on legal advice. However, the weekly Bulletin, owned by the Packer family, published lengthy extracts over three weeks without running into any legal difficulties.

    Newspaper reviewers were almost universally kind. The Herald & Weekly Times group, at that time still largely controlled by the Collins House and National Bank interests, refused to commission any reviews. On the other hand, Rupert Murdoch’s new broadsheet The Australian published lengthy reviews on two successive weeks by Rupert’s uncle, Professor Sir Walter Murdoch. He recalled his widowed mother being pauperised when the Commercial Bank went bust in 1893, preventing him from taking up a medical career. To Murdoch, the book possessed ‘a ghoulish fascination’. He called my revelations ‘admirable and horrifying’.

    The only mild criticism came from two professional economists, whose lengthy analysis was printed in the March 1967 edition of the Economic Record. Under the title ‘Directors of Disaster?’, the pair levelled a general charge of exaggeration and even bias. To reply to these partly deserved charges, I do not know how else I could have brought home to contemporary readers the truly desperate plight of our ancestors, severely damaged by a monumental series of scandals. And I might ask: how many economists does it take to turn on the light?

    More recently, an extended attempt was made to refurbish the reputation of one of the leading land boomers. A book entitled William Lawrence Baillieu, Founder of Australia’s Greatest Business Empire (2012) was written by a Melbourne University Research Fellow with the eager co-operation of today’s Baillieu families. His deep research seems to me only to worsen the case against W. L.’s boom-time activities, making his financial recovery after the crash even more astonishing.

    No book ever written is perfect. If space had permitted, I could have added even more to the saga. For instance, when I wrote the first manuscript, I had no idea that my great-grandparents had kept note of their experiences during the collapse of the 1890s.

    My great-grandmother, Jessie Grover, one of Australia’s first women journalists, had mixed with the colony’s beau monde as social editor of the Melbourne Bulletin and other journals. These reports are summarised in the 1993 book Hold Page One, while the original diaries and press-cutting books are now preserved on open access in the National Library (MS6268).

    During the terrible depression which followed the boom, the Grovers were forced to move out of their St Kilda mansion into rented rooms. They could still afford to buy extra bread and meat to help feed hundreds of destitute people living in tents and mia-mias on the St Kilda foreshore. Specific details and costs were given in Jessie’s notes. She did not run across any speculators, boomers or politicians helping her to hand out rations. Her city freehold property, the historic Red Lion Inn in Lonsdale Street, for which she had rejected a huge offer during the boom, became almost valueless, and was sold for a pittance some years later.

    It was no wonder that so many of my grandfather’s and father’s generations became red-hot socialists, and their wives and daughters red-hot feminists. In the 1930s, after the scarifying experiences of a new depression, my grandfather Monty Grover retired from the ‘capitalist press’ and wrote a breezy book called The Time is Now Ripe, in which he forecast that ‘Comrade Menzies’ would lead a peaceful socialist revolution and that we would at last crawl into a new Utopia.

    Of course that did not happen, but at least in this fortunate country we seem to have practically reached a balance between the interests of capital and labour, whilst those financial desperadoes who try to pillage unsuspecting investors are dealt with by the terrible swift sword of magisterial justice. Well, some of the time.



    M.C.

    2013
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    A Golden Street in Marvellous Melbourne

    Visitors to the colony of Victoria in the 1880s were awed and dazzled by the astonishing progress of its capital city. They began to call it ‘Marvellous Melbourne’. Everywhere they looked the humble buildings of the early colonists were being pulled down, and in their place were rising the great granite piles of a myriad financial institutions. In the suburbs, on the rolling hills of Camber-well or the level paddocks of Brighton, luxurious mansions were built by the score for the newly rich. In the nearer industrial suburbs, rows of terrace houses and cottages went up by the thousand for a suddenly prosperous and fast-breeding artisan class. Business boomed. Banking boomed. Money poured in from overseas. The frenzy grew and fed upon itself. Thousands of acres of suburban land were subdivided and resold many times, each time at a higher price. Millions of shares changed hands in a stock exchange saturnalia. Anyone, it seemed, could make a fortune in this incredible colony.

    For his own amusement, a visitor might hail a horse cab and drive in leisurely fashion along the ‘Golden Street’, Collins Street, a street of dreams and bubble companies. On his left, before he crossed Swanston Street, he could admire Queen’s Walk, with its wonderful lead-light cupolas sheltering a shopping arcade. Italianate office buildings rose magnificently on either side, and a gilt statue of Britannia reigned on the lofty cornice. This edifice was built by Sir Matthew Davies out of the lavish funds of the Freehold Investment Co. Ltd. Davies put his elder brother in charge of it. Who could dare dream that very shortly Sir Matthew Davies, leading financier and the Speaker of the Legislative Assembly, would be arrested on criminal charges? Or that his brother would go bankrupt for more than half a million pounds?

    Just over Swanston Street was the elaborate five-storey Premier Building, designed in French Renaissance style. This was the home of the Premier Permanent Building Association and its guiding genius, James Mirams. A wonderful man, ‘Jimmy’ Mirams; a strict teetotaller (like many of his fellow company promoters of the day); a great provider of houses for the people; altogether a man to be trusted. Investors thought so, and gave millions into his keeping before his arrest and imprisonment.

    Next door to the Premier Building, sandwiched between that and the Age office, rose a noble institution known as the Real Estate Bank. This was started by another teetotaller, James Munro, who rose to be Premier of Victoria. He also founded the Federal Bank further down on the corner of Collins and Elizabeth Streets. Absolutely trustworthy! Depositors agreed, and their faith cost them two million pounds sterling. When the bubble was about to burst, Munro hastily had himself appointed Agent-General in London and fled the colony. He returned later to face his creditors and the Insolvency Court. There was no provision in the flimsy Companies Act of the day by which he could be charged with fraud, and he escaped without penalty.

    
      [image: ]
      Melbourne in the 1880s  . . . Cable trams, horse cabs, four-wheelers, and a lavish new portico added to the Town Hall at a cost of £10,000.

    

    Just on the other side of the Age office, at 243 Collins Street, there traded the famous partnership of Messrs Munro & Baillieu, then the city’s most successful auctioneers and estate agents. Donald Munro was the son of James Munro, whose history we have just briefly scanned. W. L. Baillieu was a large, bustling young man who had pulled himself up by his own bootstraps from poverty to sudden wealth. James Munro backed the two young fellows. He arranged for his banks to lend them £180,000 to play the land market. They lost it all, and the depositors never saw the money again.

    A little further down Collins Street, where Centreway Buildings now stand, were the Metropolitan Bank and the Metropolitan Permanent Building Society. These two institutions were also highly successful in disposing of their depositors’ cash. One of the directors was Henry Hayter, the widely respected Government Statist of the day. Hayter was so good at figures that he went bankrupt for £36,000 and paid his creditors 3d. in the £1.

    On the other side of Collins Street was the superb new shopping arcade known simply as ‘The Block’. This was the inspired creation of Benjamin Fink, another financial genius who rose from poverty to the control of millions. Shoppers who thronged The Block often saw his short, portly figure bustling from one splendid enterprise to another—to his building called Rothschild Chambers (now Collins House), or to the office block in Flinders Street called Fink’s Buildings. Soon, soon, the prosperous shoppers and Fink himself were to disappear from the Melbourne scene; Fink to go bankrupt, owing £1,500,000, and to flee abroad with his family.

    Further along Collins Street were the Empire Buildings, with the Dominion Bank occupying the ground floor. They were expensively erected in marble by C. H. James, a grocer from North Melbourne who temporarily became a millionaire through the buying and selling of land. Watching this frock-coated, top-hatted figure striding prosperously along Collins Street, who could have imagined that within a few years a warrant for his arrest would issue out of the Insolvency Court, that he would die in lonely and tragic circumstances, and that his estate would pay about 8d. in the £1?

    Hundreds of other companies, usually short-lived, crowded the city during the hectic years of the boom. Some built whole new suburbs; pioneered telephone, electricity, gas, and tram services. Others had nothing, built nothing, and lived on borrowed time. Interspersed between these vagabond companies were the responsible banks, who usually refused to lend too high a proportion of their funds on speculative ventures. Most of these established banks weathered the hard times by one means or another—but they got such a scare that Australian banking became an extremely cautious business for many years thereafter.

    All these triumphs and tragedies were based on the lust for money. Money! It made slaves of them all. Any mortal need they had, they could pay for. Here was the quintessence of the power and the possessiveness of all mankind. This, at least, would never decay into dust nor become a sourness in the mouth. Man’s labour stored up. Secret atoms waiting to yield. Who among them was not a miser, an investor, and a speculator at heart?
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    The Lush 1880s

    Little imagination is needed to perceive the vast changes which swept over Melbourne in the 1880s. A decade before, Melbourne was still a raw, young city, with empty spaces or humble structures dotted between the few important buildings of State, municipal, and financial activity. Then all at once there was an extraordinary efflorescence. On a time lapse camera, it would appear as if Melbourne sprang into being as one of the great cities of the world almost overnight. Everywhere there was a flurry of construction, the establishment of large companies and important new industries, the building of extravagant mansions, the golden tentacles reaching out into adjacent fields and valleys. Powered trams appeared; suddenly—whole new suburbs sprang into being; suddenly—electric light flared in the streets  . . . Astonishing new applications of science; frightening new ideas of man’s evolution from the jungle; colossal schemes of making fortunes from speculation; dangerous ideas of woman’s place in the new society—all these things thrilled, alarmed and astonished our grandfathers and their fathers. It seemed that the huge effort which had been put into founding a new colony in the wilderness was now paying off, and that virtue was bringing its earthly reward. At few times in the world’s history was it so good to be alive, and feel such faith in human progress tingling through one’s veins.

    Nobody had yet travelled by motor car or aeroplane. Lighter-than-air balloons were the only way that man had ever flown. Nobody had yet heard a radio or seen a television programme. People had vaguely heard of microbiology. Louis Pasteur was trying to develop an anti-rabies vaccine, but few suspected the existence of viruses. Pierre and Marie Curie were investigating a mysterious substance called radium. The word ‘radioactive’ had not yet been coined. But people knew that to man, arrogant man, all things were now possible. Thus Melbourne—and indeed the whole civilized world at the time—presented a chaotic picture of mankind struggling to emerge into the modern age. Much that was good, much that was evil, but all of it in turbulent motion, experiment, change, reaction, triumph, and disaster.

    While men struggled to maintain their belief in the simple tenets of old-time religion, its foundations were being subtly sapped by the bold propositions of nineteenth-century science. Where nothing was static, even morality lost its old certainty. It became possible, even desirable, for Christian gentlemen to build their great houses, choking with wealth and blazing with light, alongside the racking poverty and inhuman conditions of the new industrial society which yielded that wealth. The old direct responsibility of master for servant was lost. A wider social responsibility for the unfortunate and oppressed had not yet been born.

    Never was a large city built so quickly, and not often so ruthlessly, by its vigorous commercial leaders, mainly Scots, and their bewildered employees, immigrants and children of immigrants from every corner of the world. Under the strict Protectionist policy passionately supported by David Syme’s Age and followed by nearly every Victorian government, more than 3,000 large factories had been established by 1890. The colony boasted 215 brickyards, 165 large sawmills, 128 tanneries, 93 flour mills, 68 breweries, and 6 distilleries. There was fierce and genuine competition among traders, and prices of daily commodities were kept well in check. To accommodate the artisans who worked in these new factories, ‘spec’ builders ran up thousands of cottages in the inner suburbs, financing them from the bulging coffers of the building societies.

    The Exhibition Building soared skywards in time for the great International Exhibition of 1880. The new Harbour Trust was busily extending the docks to handle vastly increased shipping. The face of Collins Street changed from one end to the other as companies vied with each other to raise ever-greater office blocks. The Law Courts, the General Post Office, the Railways Building, the Fish Markets, the Working Men’s College, hotels and theatres, were being built or extended. David Mitchell, father of Nellie Melba, was putting up the mammoth Equitable Insurance Building at the corner of Elizabeth and Collins Streets. David Munro, another prominent contractor, was throwing great bridges across the Yarra. A Metropolitan Fire Brigades Board replaced the antiquated private fire prevention system. At the corner of Flinders and Swanston Streets, St Paul’s Cathedral was being built on one of the worst sites in the lowest part of the city that could have been selected. (Bishop Moorhouse was thinking of the members of his congregation who lived in the suburbs and wished to travel to church by train, and not of traffic congestion to come.) In 1888 a syndicate of financiers offered to buy St Paul’s for £300,000, knock down the partly-erected cathedral, and build an office block instead. The proposal was defeated by only one vote on the Cathedral Board of Management.

    The rising price of land helped the move towards taller buildings in Melbourne, made possible by the new hydraulic lifts introduced from America. With city land costing from £1,000 to £2,000 a foot, owners found that the typical four-storey Melbourne office building did not return sufficient in rents to cover the initial outlay. But when the new Yankee ‘elevators’ made it possible to garner twice the revenue from the same ground area, land values soared even higher. ‘It has yet to be proved that people will ascend to such heights to transact their ordinary business’, said the Australasian Sketcher cautiously.

    With few exceptions, the architecture of the period was singularly florid and ornamental. William Pitt, one of the colony’s most successful architects, designed in rapid succession the first coffee palace (the Melbourne Coffee Palace in Bourke Street), the new Falls Bridge (now called Queens Bridge), the Premier Building Association offices, Victoria Hall in Bourke Street, the Rialto, Older-fleet, and Melbourne Stock Exchange in Collins Street, and new town halls for St Kilda and Brunswick. Pitt’s greatest triumph was the Princess Theatre in Spring Street, commissioned by Messrs Williamson, Garner & Musgrove. Pitt designed the world’s first sliding roof and ceiling, which were rolled back on warm nights to give the effect of an open-air theatre. The mechanism failed in later years and was sealed up, but for a time Marvellous Melbourne had new glories to boast about.

    
      [image: ]
      Desire for ornate decoration even affected elevator design: velvet seats, mirrors, intricate panelling.
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      When St. Paul’s Cathedral became a target for speculators, Punch suggested putting it on wheels ‘to boom up property in a fresh location.’
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      Hydraulic lifts, like this Baldwin standard elevator on huge timber uprights, enabled much taller buildings to be erected.
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      The new Princess Theatre in Spring Street, Melbourne, had the world’s first sliding ceiling, which could be opened on hot nights.

    

    On the broad acres of Brighton, Prahran, Camberwell, and Kew, successful speculators and merchants erected their stucco mansions, sometimes with good taste but more often with grotesque results. At Brighton, an eccentric Jewish money-lender, Mark Moss, built a fantastic castle called ‘Norwood’. As though to represent the solidity of the Victorian tradition, Sir William Clarke built the squat, ugly pile called ‘Cliveden’ in East Melbourne. With more success, Albert Miller built ‘Whernside’ in Toorak; W. K. Thomson built ‘Kamesburgh’ in Brighton; and Henry Ricketson ‘Glen Eira’ in Caulfield. Italian craftsmen were used to build many of the mansions, and they stamped their ideas indelibly on Melbourne taste. Examples of their work were the ‘Villa Maria’ (Studley Park Road, Kew), the ‘Villa Callantina’ (Glenferrie Road, Hawthorn), and the ‘Villa Alba’ (Walmer Street, Kew)—all still standing but sadly diminished in lands and glory.

    In the country, meanwhile, the squattocracy joined in the fun. It was not uncommon for travellers to find three houses standing on the one property. The first, thrown up by the original settlers in the 1830s, was usually a rough shack. The second, built in the gold boom of the 1850s, was a rambling, often beautiful, one-storey house with wide shady verandahs. The third, built during the boom of the 1880s, was usually an extravagant mansion aping the pretentious palaces of the city millionaires.

    A growing middle class of merchants and manufacturers also copied the social leaders. Unable to afford elaborate mansions, they decorated their more modest homes with mass-produced cast-iron and stucco ornamentation. These houses, which sometimes reflected remarkably good taste, may still be seen throughout East Melbourne, Malvern, and other suburbs.

    With the upsurge of building, population, and trade, it became imperative to speed up communications of all kinds. A decade before, Melbourne was not a comfortable place in which to walk about. Every shower of rain made the unpaved roads muddier and more hazardous, while great numbers of horse vehicles churned up mud and manure into an evil, greasy slime. It is difficult for us today to envisage the enormous difference which horse traffic made to the metropolis. Large open drains down the sides of the roads carried away storm water, shop and factory refuse, and excreta, depositing it either in the Yarra or in foul swamps on the outskirts of the city, such as the ‘abominably malodorous’ Port Melbourne lagoon. A solution was found with the use of red gum blocks or macadamizing of road surfaces, the placing underground of the main drains, and the commencement of work on a metropolitan sewerage system.

    The horse-and-buggy approach to communications did not suit the late Victorian age at all. Steam trains and cable trams were more in the mood of modernization. Bicycles were more fun and less trouble than a horse. Even Supreme Court judges rode them at weekends. And, if you were one of those really advanced thinkers who owned the new-fangled device called a ‘telephone’, you need not even go outdoors to communicate with other people. The electric telegraph brought news from country and interstate with astonishing speed, and after the first overseas telegraph message was received in Melbourne in 1872 the colonists no longer felt so isolated from world affairs. Soon the highlights of overseas news were being published in next morning’s papers: cricket scores, London share prices, the slaughter of the Matabeles by British troops in Africa, and other great Imperial events. Newspapers expanded with the growing community. For some years during the 1880s, Melbourne had five daily newspapers, as well as numerous weekly and monthly journals of extraordinarily high literary quality. The colony’s early newspapers had been set up by hand and printed on slow presses. Now they were revolutionized by the introduction of fast steam presses and mechanical typesetting. Just as important as these technical advances to the newspaper press was the rapid spread of free, compulsory, and secular education. Large schools were being built in the suburbs to cope with the increase in population. With the opening of the Teachers’ College in 1891, teachers were being trained to far higher and more unified standards. At this time, the annual Victorian expenditure on primary education was not quite one million pounds, while another £50,000 was allocated to the university and technical schools. These sums seem modest by today’s standards, but in those days they went much further, for many teachers were earning only £50 to £60 a year.
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      Two leading architects who designed many ornate land boom buildings: William Pitt (left) and Lloyd Tayler.

    

    Until late Victorian times, woman’s place remained very definitely in the home, where she was expected to rear a huge family and be prepared to see almost half die in infancy. Few women had any knowledge of birth control techniques, although copies of Charles Bradlaugh’s informative pamphlet, The Law of Population, were surreptitiously passed from hand to hand, and women whispered behind their husbands’ backs of sponge and syringe methods. Divorce was an equally sordid subject not to be openly discussed in polite circles, and to be resorted to only in extreme cases. When W. J. Shiels introduced a private bill in the 1880s to extend grounds for divorce to cases of systematic cruelty, desertion and grave felony, he was bitterly denounced by Anglican and Catholic clergy. Even after the Shiels’ reforms were watered down, there was a ‘remarkable’ increase in divorce cases—from 35 cases in 1887 to 159 cases in 1890. What was to become of Christian marriage and morality?

    However difficult their procreative role, women had an easier task in satisfying lusts of the stomach. Bread cost 4½d. per 41b. loaf, butter averaged 1s. 5d. lb., milk 4d. a quart, beef 6d. lb., and mutton 4d. lb. Bacon averaged 1s. lb., eggs 1s. 6d. dozen, potatoes 3s. 9d. cwt., carrots 9d. per dozen bunches, lettuces 1d. each, peas 3d. lb., tea and coffee 1s. lb., and firewood 10s. ton. Whisky cost 25s. a gallon. At this time a skilled artisan could earn £8 a week, and a labourer at least £2.10s.

    Servants were not easy to get. Girls preferred to work six days a week in factories with their friends than seven days a week in the comparative isolation of wealthy homes. To ease the problem, James Saunders & Co. ‘imported’ East Indian servants at so much a head, to the horror of those who were beginning to demand a ‘White Australia’. The barrier against employing women in useful occupations was slowly being lowered. Despite dire prognostications, the University of Melbourne in 1880 was the first in Australia to admit women students. Three years later Miss Bella Guerin, daughter of the Governor of Ballarat Gaol, became the university’s first female Master of Arts. The medical field was more difficult (‘How could one lecture on the human body in front of females?’), but in 1892 Dr Margaret White confounded the sceptics by taking higher honours than any male student in both medicine and surgery.
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      Inside Victorian mansions, mother and servants were engrossed in breeding and rearing huge families. Here we see the happier side of their existence.
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      Part of the frontage of ‘Benvenuta’, an extravagant creation of the boom period in Drummond Street, Carlton. It was occupied by the widow of a small arms merchant and her four sons—Emanuel, Alfred, Edward and Louis Abrahams. In 1895 the four were found guilty of conspiracy to defraud and each sentenced to 12 months’ hard labour. By the 1930s the mansion had deteriorated into a cheap lodging house. Today it is named Medley Hall, a hostel for university students.
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      Grotesque furniture was designed for some of the larger mansions. Here are some of Alfred Dunn’s pieces built for a well-known land boomer, John Robb, for his mansion ‘Coonac’.
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      Home-builders used hundreds of different plaster and cement ornaments, including emasculated children, urns, flowers, etc. These designs were registered by George T. Cross in Sydney in 1891.

    

    Hospital conditions in the 1880s were still incredibly bad. To be admitted to the maternity ward in some hospitals was almost a sentence of death. Puerperal fever and septicaemia were rife, even half a century after the discoveries and teachings of Semmelweis and Lister. Surgeons went straight from the operating theatre or dissecting room to the labour ward, their coats covered with dried blood and foetal matter—worn proudly by many as a sign of their profession. Many doctors and nurses despised the new fad of using antiseptics. Public protests against the ‘insanitary conditions, the high rate of mortality, the disease impregnated walls’ of Melbourne Hospital led to a parliamentary enquiry in 1886, but little effective action was taken. Under these conditions, it was not surprising that people placed more faith in patent medicines than in doctors. Journals of the day were full of extraordinary advertisements for drugs and medicines alleged to cure every ailment known to mankind, including some which have still not been conquered today. With each bottle of Eno’s Fruit Salts, for instance, came a sixteen-page booklet called Duty, which purported to explain how to avoid indigestion, jaundice, constipation, boils, sleeplessness, colds, anaemia, gout and rheumatism; pointing out that ‘Health and Longevity is Short; Time is Fleeting.’ Fraudulent cures for syphilis, cancer and tuberculosis were freely advertised and sold in huge quantities.

    What did the Victorian do in his leisure hours, in the days before radio, television, and motor cars? Among the well-to-do, of course, church attendance was a social necessity. The preparation and consumption of huge meals seems to have played an important and satisfying role in their lives. Home entertainments—pianoforte, singing, reciting—were far more widespread than today. Picnics on beach, river, or bushland hill were popular. Bay excursions were conducted by two competing companies. Roller skating enjoyed a sudden vogue, and board rinks sprang up in many suburbs. In Bourke Street the Cyclorama Company was showing the Battle of Waterloo, the Siege of Paris, and the Siege of Jerusalem; all scenes being hand painted and revolving before the enthralled audience. The same company proposed to build a replica of the Eiffel Tower in Victoria Parade, but the depression halted the project.

    A favourite amusement was to promenade and ‘window shop’ in certain areas, particularly while Saturday night shopping lasted. Society promenaded on The Block. Lesser folk visited the new Eastern Market (on the site now occupied by the Southern Cross Hotel), where a variety of shopkeepers and bagmen sold their wares under electric light. Paddy’s Market, meanwhile, had shifted from this site to Smith Street, Collingwood, and here, too, large crowds ‘took the air’ at night. But late night shopping did not last for long. W. C. Smith’s Factories Act of 1874 forbade the exploitation of women and children in industrial work, although the ‘advanced’ conditions of the time would be regarded with astonishment today. Shop assistants were left without much protection until 1883, when a Royal Commission reported that many shops, restaurants and hotels were still forcing young women to work from ten to fifteen hours a day, six days a week, ‘wherein the long hours must certainly have an injurious effect on their health’. Alfred Deakin’s new Factories Act of 1886 forced shops to close at 7 p.m., except on Saturdays, when closing time was extended to 10 p.m. To many diehards, the new Act appeared to be a dictatorial attack on their freedom to shop whenever they pleased. ‘The gloomy look after seven o’clock of streets that had formerly been so bright and cheery far on towards midnight imparted a feeling of resentment’, said a writer in Victoria and Its Metropolis, published in 1888.

    People of world renown came to entertain and observe Marvellous Melbourne. Rudyard Kipling, passing through in 1891, attacked the radical notion of an eight-hour working day. Sarah Bernhardt, H. M. Stanley, and other famous actors, singers, and lecturers, came to the fabled city. Many colonists made enough money to sail ‘Home’ to England on extended visits. In London they were able to see the theatre at its dazzling late Victorian peak—first performances of Gilbert and Sullivan operas; brilliant plays by Oscar Wilde.

    For those who had to stay in Australia, there were the ‘great occasions’, eagerly looked forward to. On the night of Queen Victoria’s Jubilee, 20 June, 1887, an enormous crowd of 200,000 people gathered in the city. They were

    
      quiet, orderly, good-tempered, accepting with many a joke the inevitable showers that poured from overhead while they plashed along the muddy roads, admiring the stars, the crowns, the mottoes in brilliant flame; the fine facades of public buildings picked out with electric lights; the banks and loftier shops framed in sparkling patterns of many-coloured lamps  . . .

    

    It was just fifty years since Victoria became Queen of that unique creation, the British Empire. It was just fifty years since the first land sales in Melbourne. Cheer and shout, people of Victoria! ‘Health and Longevity is Short; Time is Fleeting.’
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    The Perilous Course of Events

    Two great economic booms and depressions had already shaken nineteenth-century Victoria. The first occurred shortly after the early Melbourne land sales of 1837, reaching its peak about three years later. Extraordinary prices were paid. Three blocks of land which C. H. Ebden had bought for £136 were resold by auction for more than £10,000. Hundreds of people in the young colony joined in the rush to make profits from speculation. Many borrowed money from the Port Phillip Bank, which soon crashed in the first notable banking collapse. Sheep prices fell from 25s. to 1s. 6d. a head, and practically every grazier and merchant went bankrupt. The Bank of Australasia paid no dividends for five years.

    The discovery of gold sparked off the second great boom, which reached a peak in the 1850s. Although there were only 200,000 people in the whole colony, about £25 million in gold was mined within a few years. The banks were so full of the precious metal that they stopped paying interest on deposits. People had money to burn, and either dissipated it in wild extravagance or bought property at inflated prices. But because of the continuous flow of gold, there was not as much suffering when the inevitable crash followed.

    Then came the land boom of the 1880s. This time every type and degree of man was involved. Clergymen, labourers, widows, schoolmasters—all grasped at the chance of quick wealth and invested their savings. Many borrowed widely to invest more than their assets were worth, and later formed a pitiful kite-tail to the catalogue of insolvencies.

    The land mania of the 1880s took two main forms. The first was based on a plethora of building societies, whose optimistic officials believed that every family in the colony could simultaneously build their own house, keep up the payments through good times and bad, and support an army of investors who were being paid high rates of interest for the use of their money. The second form of mania was the deeply-held belief that it was impossible to lose money by ‘investing’ in land—a belief which persists to the present day.

    Soundly run building societies were a great asset to the growing colony, so long as they kept to their original purpose. Unfortunately, when the Victorian Parliament copied the English building society statutes in 1876, the colonial legislators added a clause which proved disastrous. Victorian building societies were permitted ‘to buy and sell or mortgage freehold or leasehold estate’. The Premier Building Association, the Federal Building Society, and other leading institutions took advantage of this exceptional power. Their directors used the large deposits which had been paid into the societies to compete frantically for the best real estate. Not only did they add impetus to an already serious inflation of values; they also converted the building societies into little more than speculative operations, using public money which had been subscribed for quite different purposes. At the same time, many of the societies’ directors were conducting a vast sweep of speculative dealings on their own account. In some cases, as we shall see, the temptation to use depositors’ money for their own purposes proved too strong.
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      RETURN OF THE GOLDEN AGE

      Old Father Time, dressed as a land boomer, with a bottle of champagne in his hip pocket, reflects on the difference between the gold rush days and land speculation: ‘This Victorian soil is rich stuff. It used to pan out hundreds  . . . now it pans out millions.’

    

    
      [image: ]
      Auctioneers often gave free champagne lunches to provoke buyers into a reckless mood.

    

    By 1890 the building societies held more than £5 million of the public’s money on deposit, most of it from the wage-earning classes. Six years later this figure had declined to £800,000—a striking indication of the lack of public confidence in the institutions. Whole village suburbs which had been run up with building society funds were untenanted, and remained so for years afterwards.

    Two of the pioneer speculators in Melbourne were C. H. James and Matthew Davies, who began operations together in the late 1870s. James sought out and sold suitable land; Davies looked after the legal and administrative side of the business. By the time the land boom reached its height, each man was worth nearly a million pounds on paper. When it crashed, they were worth nothing. At the time James and Davies began speculating, Melbourne was a comparatively small city surrounded by orchards, market gardens, and grazing paddocks. The fortunate freeholders were offered large sums for their land, which was promptly converted from richly-yielding countryside into vacant building allotments. In some cases, the land became the nucleus of important new suburbs. In others, the blocks remained covered with weeds for decades afterwards.

    On the northern and eastern sides of Melbourne, the suburbs of Canterbury, Surrey Hills, Kew, Box Hill, Doncaster, Clifton Hill, Fairfield, Heidelberg, Brunswick and Northcote were pegged out or extended. On the south side, Brighton, Mentone and other bayside suburbs were ‘opened up’ Even remote areas like Laverton and Ferntree Gully felt the subdivider’s presence. Blocks were sold on £5 deposit at the ‘charming watering place’ of Frankston, ‘nestling on the shore of the Bright Blue Ocean, wherein the finny denizens of the deep disport themselves lazily, and fall willing victims to the wiles of the Waltons.’ Next door to Laverton, the Altona Bay Estate Company proposed to develop ‘The Margate of Australia’ on the wild and windy plain running down to Port Phillip Bay. Water supply, gas, and a private railway joining up with the main Geelong line were promised. The company also proposed to build a pier, to enable residents to travel to the city by fast steamer. Wonderful dreams!

    The enormous expansion of the metropolis during the booming 1880s may be gauged from these population increases in particular suburbs:
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    Thousands of acres of suburban paddocks were floated into ‘estate companies’, and shares were sold to a gullible public. Some of the original owners of the land were able to store away large amounts of cash, or remit it overseas. Some were so foolish as to reinvest in other speculative companies, and lost the lot, as well as most of their personal assets. Many thought the cash would be safe with the established banks—until most of the banks were caught up in the disaster and forced to suspend business.

    Usually the land was bought by a syndicate on a small deposit, and an auctioneer set to work. He advertised the land with an excess of superlatives, provided free transport and elaborate lunches for buyers, sprinkled the crowd liberally with dummy bidders, and sold perhaps half a dozen lots on deposits ranging from £1 to £10. ‘The Saturday sales were a perfect carnival to many a genial fellow who never owned a foot of land in his life, and never had a pound wherewith to buy one’, said Table Talk. Sometimes the syndicate would build one or two pretentious houses on the estate and ‘sell’ them at high prices to other land companies in which they held an interest. Fictitious values thus established, buyers were inveigled into paying ridiculous prices for their blocks. Another favourite device was to build a light railway line through the estate, and boldly claim that the government would operate the line once receipts equalled half the costs.
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      Estate agents used every conceivable device to sell city blocks and suburban paddocks, as these boom-time advertisements and posters show.

      Top left: Patterson & Sons advertise ‘Lands Unlocked for the people’ at East Brighton by favour of the ‘People’s Home Syndicate’.

      At right: Melbourne agents even sold blocks in Perth, where a ‘springtime of prosperity’ was promised.
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      Vacant paddocks near Ringwood station were advertised by the local M.P., E. H. Cameron; architect William Pitt; and Thompson Moore, chairman of the Australian Widows Fund. Note antimony mines in the picture.

    

    The boom continued to gather strength. In 1885 the harvest was prolific, the price of wool was high, the railways made a profit for the first time in the colony’s history, and optimism reigned supreme. A few warning voices were raised overseas, but heard as from afar. In 1885 the London Standard pointed out that advances by Australian banks to their clients had increased from £92 million to £100 million. ‘We should be terrified at “progress” of that sort in the old country for fear that the bulk of the debts might never be paid’, said the journal. ‘But the Australians boast of it. For them the greater the debt the greater the progress.’

    In 1886 it appeared to some of the associated banks that the land boom had reached its zenith and would now plunge downwards. They became alarmed at the large withdrawals being made to meet land payments, and increased the interest rate on deposits and overdrafts by 1 per cent. Money lodged for twelve months could now earn 6 per cent. The land companies were compelled to follow suit and increase their interest rate on deposits. For a year land speculation became less profitable. Sales fell from about £12 million in 1885 to about £2¼ million in 1886. Then in 1887 there began a new wave of speculation, the land boom proper, so forceful that it over-rode all considerations of interest rates. Land selling in Surrey Hills for 15s. a foot in 1884 rose to £15 in 1887. Land at Burwood rose from £70 to £300 an acre. The Fitzroy Junction Estate was bought by members of a syndicate in November 1887 for £18,000. When the railway was extended to Heidelberg a few months later, they resold for £28,000. An extra 134 acres were provided when the Elwood swamp was filled in at a cost of £40,000.

    In the city there was fantastic competition for blocks, fanned by constant reports of fortunes which had been made by holding on to the blocks for a few months and reselling. Rowland & Lewis’s premises at 226 Collins Street (near Gustave Damman’s tobacco shop) were bought by M. McCaughan for £25,000; then resold by him four months later for a clear profit of £30,000. Further along Collins Street, a 52-foot block next to the English, Scottish & Australian Chartered Bank was sold in September 1887 for £65,000. A few months later it was resold to the Melbourne Stock Exchange Company for £120,000—nearly double the price.

    Once again the banks, dismayed by wildly fluctuating values, began calling in overdrafts. Unfortunately, some of the leading banks had encouraged speculation when money was plentiful, and ruthlessly suppressed it when the inevitable reaction set in. This ‘traditional’ banking policy, aimed primarily at safeguarding the banks’ own interests, proved utterly ruinous to the general community.

    The land promoters began looking elsewhere for easy finance. Thus the years 1888, 1889, and even 1890, saw the formation of most of the disastrous land and finance companies, and so-called ‘land banks’. Under the loose banking and company laws of the time, they were able to take savings deposits, issue shares, float loans, discount promissory notes and other commercial paper, and in general perform all the functions of an established bank.

    In the year ended June 1888, no fewer than 270 new companies were registered in Melbourne, with nominal capital of £50 million and paid-up capital of about £25 million. The boom soared upwards to dizzy new heights. In Swanston and Elizabeth Streets land values rose from £400 to £1,100 a foot. The Howey blocks at the corner of Swanston and Collins Streets were revalued at £890,000, and were returning £40,000 a year in rent. Scotts Hotel in Collins Street was sold to a syndicate for £92,000. At the corner of Elizabeth and Collins Streets the Equitable Life Insurance Company paid Munro’s Real Estate Bank £363,000 for the site (equal to £2,700 a foot).

    How could such values last? The maximum rentals which tenants were willing to pay often amounted to only 2½ per cent return on the money spent on sites and buildings. As the boom petered out, many tenants could not pay even that. A few experienced speculators realized what would happen, and quietly began to sell off their shares and land while there was yet time. At the end of 1888 the Illustrated Australian News claimed that: ‘The land boom has spent its force  . . . There is, however, no reason to fear the terrible results which some of our neighbours with Rochefoucauldian cynicism are delighted to prophesy.’

    Simultaneously, there began a series of calamitous industrial conflicts between employers and the developing unions, mainly in the maritime and pastoral industries. The trouble first started when marine officers, whose union was then affiliated with the Trades Hall, went on strike for better conditions. They were supported by other unions. The shipping companies in turn sought the aid of the Employers’ Union, forerunner of the Chamber of Manufactures. For the first time in the colony, the combined power of capital and labour were brought face to face in mutual antagonism. Seamen, then stokers in gas works and railways, joined the struggle. Employers used blackleg labour to work at the gasometers, and train services were curtailed. The Mounted Rifle Corps was mobilized to prevent disorder. Deep rifts appeared in the community. While most elements of government were arrayed against the strikers, Chief Justice Higinbotham was sending £10 a week to the Trades Hall strike fund. When it seemed that only disaster could follow, the marine officers left the Trades Hall group and the strike collapsed. But business never fully picked up again.
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      When workers struck for higher wages, they were confronted by Colonel John Price and his mounted riflemen. ‘Fire low, boys, and lay ‘em out,’ Price is said to have ordered. Later he denied having given the order.
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      John Bull.- Well, young man, you’ve made a pretty mess of your finance. Pay me ten shillings in the pound and I’ll call it square.

      Australia.- Right. Lend me the ten bob and I’ll do it.

    

    For a few months, many investors still appeared to be hypnotized by the boom. By the time they realized that the crash was indeed final, practically every land company was in liquidation and calls on their shares had gone forth. The same pressure was felt by the land banks, many of which owned shares in associated speculative companies. Some were able to use the public’s cash deposits to stay open a little longer. But one after another they toppled, the pressure multiplying each day as their depositors took fright and withdrew their cash. From July 1891, when the Imperial Bank suspended payment, to March 1892, when the Australian Deposit and Mortgage Bank suspended, no fewer than 20 major financial institutions, with liabilities of nearly £20 million, closed down. In all, more than 120 public companies wound up their affairs in those eight desperate months.

    English and Scottish investors, too far away to know which companies were sound and which were fraudulent, began to regard all Australian enterprises as ‘unsafe’. British investments in Australia on the fixed deposit system amounted to £43 million. A large proportion fell due at this time. In the prevailing panic, most depositors refused to renew, causing new strains on the remaining banks. In November 1891 seven leading British life insurance companies announced that they would not put any more money into colonial securities ‘for the present’. The colony’s biggest bank, the Commercial, began to feel the pinch. Its general manager, H. G. Turner, held a private conference with Francis Grey Smith of the National Bank. Smith, who had himself followed a fairly conservative lending policy, advised Turner to make the building societies and other large borrowers bear their own financial burdens.

    A few days later, the Commercial Bank began calling in many of its big overdrafts. Building societies and land banks which were dependent on its finance began toppling like wrecked chimneys. In the critical month of December 1891, four large banks suspended payment. They were the Land Credit Bank (1 December), the Metropolitan and Standard Banks (3 December), and the Real Estate Bank (15 December).

    Every day brought news and rumours of fresh disasters, of another land company folding up. And when they folded, there came the inevitable calls of capital on their partly-paid shares to help pay the creditors. Men who had bought, say, 500 £5 shares paid up to £2.10s., were faced with a demand for £1,500 in cash. When they tried to borrow the money on the security of their assets, they found that the assets were suddenly worth almost nothing, and that the banks were not lending anyhow. Most speculators took the free and easy path to the Insolvency Court or private arrangements with their creditors. As they fell, they dragged others down with them. The weight of insolvencies proved too much for all manner of other under-capitalized and over-extended businesses, from timber merchants to large emporiums.

    Suicide became a commonplace solution. One wealthy squatter from the Campaspe River, Tommy Robertson, had strolled down Collins Street during the boom, making a list of the building societies and the interest rates they were offering. He deposited £5,000 in each of six societies which were paying 7 per cent. When the building societies suspended, he believed he had lost the whole £30,000, and drowned himself in the Campaspe. Another prominent investor of the day was T. P. Fallon, who also happened to be Consul-General for Chile and Colombia. Fallon owned two large houses, ‘Whinbank’ and ‘Emelton’, in St Kilda. He also bought a site next to the Rialto in Collins Street and erected a large block of offices. It was completed by the end of 1891, but not a single office could be let. Fallon bought a revolver and went home to his rooms in ‘Salisbury House’, Carlton. Isaac Isaacs, a boarder in the same house, heard a pistol shot early one morning, and rushed into Fallon’s room. There, according to the meticulous Age report, he saw Fallon lying with his brains spattered over the pillow. In his pocket was a letter from the Colonial Bank, asking him to call without fail that morning. Lawrence Levy, a land speculator, widely known and respected in Melbourne financial circles for nigh on forty years, left home on Boxing Day, 1891, and drowned himself in the Yarra. J. S. Rowley, the well-known cordial manufacturer, and donor of the Rowley Challenge Cup for rowing, suffered severe losses, and drowned himself in a water tank on his property at Warrnambool. Not only the speculators suffered. Alexander Lowenstein, a financier at Gresham Buildings in Elizabeth Street, lent out trust funds from the rich estate of J. C. Clauscen. The borrowers went bankrupt, the trust funds were lost, and Lowenstein shot himself.

    By the end of 1891 the bottom had completely dropped out of the land market. Superb allotments could be picked up in almost any suburb for £10 to £100. When Patterson & Sons tried to auction allotments at Glen Iris, offering low deposits and ten-year terms, they could not get a single bid. ‘Ah,’ said the auctioneer, ‘I see that you don’t want these people to unload their lands and allow them for once in their later life to enjoy a little sleep and peace.’ After that emotional appeal, he managed to sell four blocks out of 130 at £1 a foot. In Collins Street, sites for which £2,000 a foot had been rejected a short time before, were now being offered for £600 a foot—and could not find buyers even at that price.

    As bank shares and other stocks began to slide in value, the directors of certain companies sent out dummies to buy their own shares and prop up their value temporarily while the directors sold their personal holdings. In certain cases, as we shall see, they even used the bank’s funds for such purposes. Investors went to desperate lengths to rid themselves of liability on shares. Many prominent men transferred their shares to ‘men of straw’ who undertook to go bankrupt on their behalf.

    The falsifying of balance sheets, the payment of dividends from non-existent profits, and the publication of misleadingly optimistic forecasts, were among the shocking features of the crash. Men who were widely known and trusted, who had been knighted by the Queen, who occupied the highest political and business positions, took leading parts in the manipulations. To take only three examples: At the annual meeting of the Real Estate Bank on 7 August 1891 James Murtro said: ‘The properties of the bank are in splendid order.’ Four months later it collapsed. At the meeting of the Land Credit Bank on 31 October 1891, a 10 per cent dividend was declared, although by that date the bank had lost all its capital and reserves. On the same day, Sir Matthew Davies’s Freehold Investment Co. Ltd declared an 8 per cent dividend—and went into liquid exactly three months later.

    The financial scandals were not confined to Victoria. In Sydney a Mi: of Mines was gaoled for fraud in connection with a banking company he controlled. In Adelaide John Nicholson, stipendiary magistrate and brother-in-law of a former Premier, Thomas Play ford, was gaoled for embezzling funds from the Bowden Permanent Building Society. In Brisbane the Chief Justice, Sir Charles Lilley, decided that the State Treasurer, the President of the Legislative Council, and the General Manager of the Queensland National Bank, had dummied securities for shares on which they were liable for £66,000. His verdict was upset on appeal to the Full Court, but public confidence throughout Australia was shaken to the core.
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      Liquidators begin to discover some of the frauds which took place.

    

    Robert Reid, founder of the softgoods firm bearing his name, told the Athenaeum Club in December 1891: ‘The disasters that have come upon us were prompted by fraud and dishonest dealing  . . . A great many of our misfortunes have come about through allowing men who are not worthy of us to get into positions of trust.’ Once-prosperous merchants were forced into liquidation. The George brothers, who ran George & George, drapers, in Collins Street, both made private compositions with their creditors. W. K. Thomson, who owned a half share in McEwan’s hardware store, went bankrupt. Finney, Isles & Co., famous Brisbane store founded in the 1860s, went into liquidation with liabilities of £115,000. Said Table Talk on 23 September 1892:

    
      The shopkeepers are at their wits’ end to secure sufficient trade to keep their establishments going, the theatres are half empty, and the only amusements that attract crowded houses are those where the nimble shilling affords cheap entertainment.

    

    And just before Christmas 1892:

    
      Never before in the history of the colony has a Christmas holiday been shrouded in such gloom. Shop-keepers complain that their customers appeared to have forgotten that the season of good cheer was at hand, and started on being asked for the accustomed order, as if reminded of the changed condition of their purses that does not admit of luxuries or extras.

    

    No one knew who would go to the wall next. Since the introduction of the Insolvency Act in 1871, there had been an average of 320 bankruptcies a year in Victoria. But in 1890 there were 445 schedules filed; in 1891 there were 420; and in 1892 no less than 509. That year, in addition, there were 85 private compositions and 18 liquidations by arrangement. Total private liabilities for 1892 alone mounted to about £8 million—equivalent to, say, $240 million today.
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      On 1 May 1893 depositors besieged the banks which remained open. At left, the frantic scene inside the Union Bank.
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      Sir Archibald Michie said the Union Bank and the Bank of Australasia had saved the country from being known as ‘hopelessly rotten’.
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      Dr John Madden, Victorian Chief Justice, who as Acting Governor signed the Proclamation which closed most of the banks.

    

    The year 1892 may have been sombre, but the disasters to come in 1893 were quite unprecedented. Enough misuse of financial power had been revealed to make every man suspicious of the soundest institutions, and to be fearful about the safety of his own bank deposits. Quietly, then more quickly, a general run on the established banks began. Nearly £700,000 was transferred from private accounts into the supposedly more secure government savings banks, while unknown amounts were buried in backyards and under floorboards.

    Public disquiet was multiplied by the suspension of the Commercial Bank on 7 April 1893, following heavy withdrawals and a slump in the value of its shares. Great secrecy was preserved on the real state of the Commercial’s affairs. With extraordinary rapidity a reconstruction scheme was approved by the Chief Justice. But even the Supreme Court could not stop rumours.

    On the weekend of 29-30 April, the great and powerful National Bank privately advised the Premier that because of the continuous run on its deposits, it intended to suspend business on the Monday. On Sunday, 30 April, Cabinet met secretly and decided to declare the whole week a ‘banking holiday’. A Proclamation was hastily drafted, and rushed .by special train to Frankston for the signature of the Acting Governor, John Madden, C.J. Now an element of farce was added to tragedy. On the return trip, the locomotive driver was so excited that he ignored the signals and smashed through the closed railway gates. Without stopping, he steamed to Flinders Street, where messengers took the Proclamation to the Government Printer and the newspapers. On Monday, 1 May 1893, men picked up their morning papers to read the incredible news that the colony’s entire banking system had apparently broken down.

    Thousands of bewildered citizens gathered outside the suspended institutions where their money was locked up, and asked each other what to do. Collins Street was a milling sea of faces. Two banks, however, refused to obey the moratorium. The Union Bank and the Bank of Australasia remained open. Anxious crowds besieged the tellers to draw out their money. ‘It looked more like the betting ring on a racecourse than anything else’, said one report. ‘Men literally fought with each other to get in.’ Later in the day, when it became obvious that the two banks were going to keep on paying out for as long as required, the panic eased. People even started redepositing the heavy packets of gold sovereigns they had drawn out.

    The government’s drastic action aroused furious controversy. Some held that a complete panic had been averted; others that Victoria’s credit had been deeply impaired. Sir Archibald Michie publicly thanked the Union and the Australasia for saving the country from being dubbed as ‘hopelessly rotten’. The task of reconstructing the banking system occupied several months, while trade languished and men starved. Those who had ridden high on the boom now grovelled in the mud, and the whole community suffered with them.

    The cumulative economic and political tides of the era almost submerged colonies whose wealth and productive capacity had never been greater. Among all depressions, that of the 1890s was the one most clearly due to individual frailty. But there were also present, working like subterranean volcanoes, a number of more general economic factors which helped to form an explosive combination of events. Some were causes, some were reflections of the boom; some that complex mixture which makes nonsense of efforts to attribute exact causes to human affairs.

    A number of books and pamphlets attempted to analyse the economic causes of the boom. By far the most interesting of these was The Australian Crisis of 1893, written by the Hon. Arthur George Villiers Peel, then a comparatively junior official of the British Treasury. Peel’s report was published by H.M. Government in 1894. Its official imprimatur enraged colonials who were already stung by Peel’s scathing comments.

    ‘The financiers of Victoria [pursued] a two-fold but continuous policy,’ wrote Peel. ‘They have in the first place endeavoured to create native industries by a protective tariff and in the second to borrow money in the English market. The artisans of that colony, on their side, have looked with impartial approbation on the action of their masters, being indifferent as to whether they should live by industries created at the expense of their fellow citizens or by wealth borrowed at the expense of their descendants.’

    Peel had both the advantages and disadvantages of writing his report almost contemporaneously with events. He was able to see at first hand the enormous damage which had been done to the Empire’s financial system by the extravagant policies of the colonials. The scandals of the day burned bright in his mind as he penned his memorable indictment. For this reason, perhaps, he was inclined to overlook the fact that unlike more settled countries, the colonies did need to develop, that they did need to borrow substantial funds for this purpose, and that they did need to encourage their own manufacturing industries.

    A primary function of the colonial Agents-General situated in London was to ensure a steady flow of British loan money to their respective governments; while scores of private Melbourne institutions established boards of London directors to give them a head start in the competition for deposits.

    English and Scottish investors were entranced by the idea of making at least double the ‘Consol’ rate of interest from the vigorously expanding colonies. Since these colonies were being developed by their own English and Scottish descendants, what better guarantee of success could there be? To add to their feeling of security, the names of prominent people appeared on the prospectuses of leading colonial companies.

    Thus the Imperial Colonial Finance & Agency Co. Ltd., formed in 1890 with capital of £1 million, boasted the Marquis of Lome as chairman. On the London board were Lord Eustace Cecil and Sir Hercules Robinson, a former Governor of N.S.W. The Anglo-Australian Bank, which foundered in a sea of criminal charges, had as its London directors Lord Camoys and the Honorable Ashley Ponsonby, son of Lord de Manley. The Australian Mercantile Loan & Guarantee Company had as its London figurehead Lord Ulrick Browne, a former Under-Secretary to the Government of India. The Federal Bank appointed a London board consisting of Sir Henry Barkly; Sir Andrew Clarke, the acting Agent-General; and Howard Spensley, a leading Queen’s Counsel.
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      Prominent men became London directors of speculative Australian banks, helping to attract British deposits. From left: Sir Hercules Robinson, a former Governor of N.S.W., a director of the Imperial Colonial Finance Co. Ltd. Sir Henry Barkly, a former Governor of Victoria, who joined the London board of the fraudulent Federal Bank. Sir Andrew Clarke, acting Agent-General for Victoria, also a London director of the Federal Bank.

    

    Peel was horrified by the extent of Australian governmental and private borrowing. By the end of 1892, the public debt of the Australian colonies totalled £198 million, compared with only £54 million in 1875. This debt had to be supported by a population of less than four million people, whose productive power was far less than today’s. Each year an £8 million interest bill had to be sent overseas to pay for the public debt, plus another £9 million interest for private loans.

    During the decade from 1881 to 1890, the various Victorian governments raised no less than £30 million in London loans. Of this amount, £9 million had to be applied to paying off earlier loans. The public debt increased from £22 million to £46 million in Victoria alone. Coupled with private borrowing, about £60 million in loan money flowed into Victoria during the boom years. In one year, 1888, when Victoria’s population reached one million, the circulation of money in Melbourne increased by 84 per cent.

    It was impossible for the young colony to find profitable uses for this tremendous inflow of new capital in such a short period. Much of it was dissipated in the riot of mansion-building, luxurious living, and inflated development already discussed. In a moment of frankness the Argus admitted that: ‘The wages of the Collingwood mason were paid, not by our own money, but by the English capitalists, the Government being merely the conduit pipe through which the gold flowed to us.’

    As we have seen, a large proportion of government borrowing was spent on extensions of the railway system. Up to the end of 1892, nearly £40 million was spent on the Victorian railways. Of this, some £20 million was borrowed and spent in the previous decade. ‘A very large proportion has been absolutely squandered and wasted on half useless lines, and on extravagant modes of construction,’ said the Argus in 1893. ‘We must build cheap railways like sensible men, and not equip them with station palaces to sell lollies in.’

    Other funds were spent on a great variety of imports, encompassing everything from rolling stock for the railways to gorgeous decorations for the palaces of the new millionaires. During the lush years, 1885 to 1890, Victoria imported £54 million worth more goods than she exported. No-one in power seemed capable of halting or even openly recognising the huge drain on her financial strength which these figures disclosed. Thus the true criticism of Victoria’s protective tariff policy was not that it stifled trade, but that it was not applied vigorously enough to help stem this huge flood of imported goods.

    Much of the new money from Britain was kept on call in the banks, rather than on fixed deposit. Despite this, the banks began to lend on mortgage, often on poor security, far larger amounts than they were receiving in deposits. In 1888, the sixteen Banks of Issue trading in Melbourne loaned £7,750,000 more than they received the same year on deposit. In 1889, they loaned £10 million more. As late as 1892, the twenty-five established Australian banks received £155 million on deposit and loaned out the same total amount!

    Even the fixed deposits were unsafe. ‘Fixed deposits held in Australia are fixed only in name,’ wrote Peel. ‘A pernicious habit has grown up of allowing the customer to withdraw his fixed deposit at any time  . . . The complicated evils entailed upon the Banks by their deposit system were thus both obvious and pressing. This money was too gigantic in amount; it was only gathered in at the expense of a high rate of interest payable by the Banks; it was easily withdrawable; it was of necessity invested in assets whose value could not easily be realised in cash in the hour of need.’

    The safe rule in 19th century banking was to only accept deposits roughly equal to the bank’s paid-up capital and reserves. In this way, no matter what sort of panic occurred, the bank could keep its doors open and pay all demands. But by 1892, the Australian banks had accepted a total of £155 million in deposits, compared with their paid-up capital of only £25 million. When the run on the banks started, their capital funds were insufficient to pay their creditors. Three strong banks—the Union, the Bank of N.S.W., and the Bank of Australasia—held 44 per cent of the total cash reserves of Australia between them. These banks escaped the crash practically unscathed.

    In the cases of the Mercantile Bank, the Federal Bank, and the Commercial Bank, the average of British deposits to total deposits held by them was no less than 46 per cent. Significantly enough, these three banks were among the first to close their doors.

    ‘Conceive what a British banker would do with large deposits in the hour of commercial inflation,’ wrote Peel. ‘He would invest in Consols. He would invest in railway debentures. He would discount mercantile bills at short dates, and would refuse to lend at long terms. His assets would, in the jargon of banking, be liquid assets, easily realisable against the hour of collapse. But the colonial banker has no Consols in which to invest: until quite recently there has been no such stock in Australia  . . . In fact the truth is that the Banks, with the exception of some few of the most careful, did advance on urban and suburban properties.’ Peel continued:

    
      To a certain degree the Banks suffered for no fault of their own  . . . But it was their fault that they had dabbled in land speculation themselves, and had encouraged others to plunge into it, that they had averted the due course of the crisis in 1889 by propping the rotten bargains of their clients, and that they had sailed so near the wind as to allow confusion to be possible between the Banks proper and the Land Banks.

      Bankers can find no excuses for mismanagement in the errors of Governments, the frauds of speculators, and the fall of prices; it was with justice that your shareholders were afraid of calls and your depositors of suspensions of payment; you had piled up on a slender basis of capital an immense weight of deposits, which, though easily withdrawable in time of panic, you invested in securities not easily realisable; you have been confounded with those who did bad business only because you did bad business yourselves; you abused the vast confidence of your clients, and you are failures simply because you have deserved to fail.

    

    As a result of the expansive attitude of most colonial financiers, speculation had been encouraged beyond all bounds of prudence. By 1888 more allotments had been subdivided for suburban houses in Melbourne than would have been sufficient for the entire population of London. In 1880 the total investments in Melbourne land and mortgages was £5 million; in 1886 nearly £12 million; and in 1890 nearly £16 million.

    If most of these transactions had been settled in cash, the bubble could never have expanded so greatly nor burst so explosively. But land prices were pushed up to even more abnormal levels by the common practice among owners and estate agents of offering extended terms to purchasers. When the purchasers could not continue their payments, the vendors in turn could not meet their obligations to the banks.

    Another primary cause of the disaster was the belief that the State should interfere as little as possible with the free operations of private capital. Thus the Banking Act was so weak that almost anyone could start a bank and accept deposits. The Companies Act was so weak that directors could mislead their shareholders and escape most of the consequences. As part of the prevailing philosophy that businessmen could do no wrong, the government was slow to investigate allegations of financial roguery. In a land where sinister rumour held sway, who could blame British and Australian depositors from trying to withdraw their savings from all suspected institutions?

    ‘Let the facts speak for themselves,’ Peel concluded tartly. ‘It would be beyond the proportions of official modesty to criticise any statesmen, even those of the Antipodes.’
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    The Hungry 1890s

    The Angel of Death came early and stayed late in the Melbourne of 1892 and 1893. The collapse of the boom economy was sudden and dramatic. As each company closed its doors, it dragged others down with it. Clerks, surveyors, accountants, builders—every kind of employee was thrown out of work, on to a labour market which was harsh enough in good times but almost non-existent in bad times. Their savings ran out, and still there was no work to be had. Nor was there any form of help, beyond private charity which usually came too little and too late.

    To working-class unemployment there was added a new and possibly worse kind of suffering—the destitution of formerly well-to-do people who had no conception of how to survive hard times. Some of them were given food and shelter by relatives whose assets had survived the calling-up of shares. The sufferings of others were immortalized by the Bulletin in October 1892:

    
      THE GHOSTS OF THE BOOM

      It is a heart-rending job in these times to be a liquidator in one of the many companies which were financed by MATTHEW DAVIES and his ‘pals.’ All day long the pitiable procession keeps coming—the old men who invested the savings of a lifetime on the strength of a lying balance-sheet and are left beggared and hopeless, and who will presently be homeless as well if the calls are enforced; the servant girls whose few pounds have been grabbed by the ‘tentacles’; the widows who invested their little all in shares, and who come to weep piteously and pray that they may not be sold up and thrown out into the gutter to help pay the liabilities of the lying institution; the haggard, joyless spinsters who had a small competence till the saints in shiny hats devoured it; the cripples; the despairing semi-maniacs whose wits are fast going after their lost savings; the red-eyed shareholders who are trying to drown their miseries in drink; the paralytic old shareholders who are fast dying of MATTHEW DAVIES ; the pious shareholders who want to know in their rage and agony if GOD will really allow such things as these to be, and will not launch a thunderbolt at the board  . . .

    

    The nightmare of unemployment was accentuated by epidemics of influenza, typhoid, and measles, which swept the badly-drained slums and killed thousands. In the winter of 1891, and again in 1892, there was a terrible influenza epidemic, which even laid low the Governor and his wife, M.P.s, doctors, lawyers, and police, and killed many thousands of people. There was such an enormous rise in the number of typhoid cases that thirteen emergency tents had to be erected in the grounds of the Alfred Hospital to hold the patients. Two major sources of typhoid infection were found. Auguste de Bavay, the head brewer of Foster’s Brewery in Collingwood, found that water from the Yan Yean reservoir was heavily polluted with typhoid germs. He corresponded with Louis Pasteur, and tried to develop a typhoid vaccine in his laboratory at the brewery, but was unsuccessful. Then in 1892, Dr Gresswell of the Board of Health reported that the excreta of typhoid patients from the Melbourne Hospital was being dumped on a market garden at Oakleigh; that from the Alfred Hospital on a dairy farm at Balwyn; and that from the Children’s Hospital was fertilizing several market gardens at Moorabbin. Said he scornfully: ‘If you desire to be affected with typhoid fever by all means drink the water and the milk raw as it is delivered at your homes.’
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      JOY.

      1st Evicted Family. - Cheer up old man, the Argus says wool has gone up ten per cent and added £2 million to the wealth of the country.

      2nd Evicted Family. Hooray!

    

    Among the daily newspapers, only the Age, still a mighty radical force under the firm hand of the uncrowned ‘King of Victoria’, David Syme (‘Ananias’ to his enemies), displayed much real interest in the sufferings of the unemployed. In June 1892 the Age published a grimly realistic series of articles entitled ‘Among The Workless’, which may still serve as a model of down-to-earth journalism. We cannot do better than borrow a few paragraphs from that long-forgotten reporter, who had seen enough ‘to make the heart of the least susceptible and sentimental ache’. His articles were written, one may add, some years before Jack London’s famous expose of English poverty, The People of the Abyss.

    
      Privation, want and semi-starvation stand gaunt and inflexible as the prospects to be gloomily faced by hundreds of sturdy fellows, who cannot, try as they may, get a day’s work; whilst faintly, but with sharp meaning, may be heard the cry of children and the wailing of women  . . .

      Whilst the Block is crowded with its well-dressed throng, or the play-houses receiving their thousands of satisfied patrons, the forlorn and destitute workers are herding in alleys and lanes, or cowering in garret and cellar like hunted animals; and side by side, almost rubbing shoulders with the children of the rich, can be found the emaciated and wasted faces of the women and their little ones  . . .

      In hundreds of houses men have sold furniture article by article and stick by stick in order to ward off the desperate day that has been creeping on them steadily for weeks past, when there should be neither the wherewithal nor any prospect of providing expectant mouths with bread  . . . There are cases where widows have had to dispose of their clothing even, in order to provide their children with sustenance.

    

    
      [image: ]
      Strikes, unemployment, suicide and disease added to the suffering caused by the breaking of the land boom. Melbourne lost 50,000 of its population within three years.

    

    The man from the Age donned old rags and spent a night at the Salvation Refuge in Lonsdale Street. There he learned from an old hand the methods by which some people, evicted for failure to pay their rent, had found shelter.

    
      Out in the suburbs there’s scores and scores of empty houses, and not a soul comes near them from morning till night. Well, I’d get some old papers and perhaps some straw now and then, and in I’d go, make myself as comfortable as possible, and put in the time that way.

    

    The fate of a man who chose to sleep in the open air in a freezing Melbourne winter was worse.

    
      He has been used, when he has been earning regular wages, if not to luxury, at any rate to substantial comfort, and the exposure to the night air, and the damp, unhealthy surroundings of his resting place, make the trial a terribly exacting one to a man’s self-respect and pluck.

    

    A year later, when conditions had grown much worse, the Age published another remarkable series of articles under the title ‘Poorer Than The Poor’, which surveyed each industrial suburb in turn. In South Melbourne the reporter told of house after house, ‘the kitchen with its empty shelves, the fireless grate, the solitary crust on a plate placed high up on the dresser to be out of the reach of the children until the time comes for its use’. In another, a local clergyman found ‘the baby lying dead on the boards of the garret, the mother sinking fast, and the rest of the household drooping under their long denial.’

    In another trenchant series of articles, the Age exposed the evil of ‘sweating’ which went hand in hand with depressed times. ‘Sweating’ was the practice of farming out work, mainly the making of clothing, to families at home. In turn, of course, this practice led to even lower demand for factory labour. As conditions worsened, there was a continual tendency to reduce the rates paid to out-workers. One sweating den visited by the Age reporters was ‘indescribably dirty and malodorous’. Here a man employed his own family and several other women from 8 a.m. to 8 p.m. Each earned about 15s. for a 72-hour week—one-third of official factory rates. In another den, some of the girls were employed as ‘improvers’ at 2s. 6d. a week. They were given a cup of tea and slice of bread twice throughout the working day of twelve hours. The effect upon the girls was apparent—most were ‘pale, emaciated and depraved in appearance’.
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