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(1)
I. PREFACE

The British Colonial Tmpire is a somevhat loose expresgion embracing
some forty dependencies of the United fingdome For the purposes of this
paper the term will be used to cover all dependencies administered through
the Colonial Office on December 31, 1948 and, in addition, the three South
African High Commission territories, which are under the control of the
Commorwealth Relations Offices This definition is adopted, since its scope
is the same as that of the various Acts of Parliament passed since 1240 to

Devolopnont
promote colonial, development, including the Overseas Resources/Act wiiel
established the Colonial Development Corporations A full list of thece
territories will be found in the list followinge It chould be noted thst
in conformity with the provisions of the recent Acts which apply only to
"colonles not possessing responsible government,“&/the definition given
above excludes the self-governing colony of Southern Rhodesia, vwhose rela=-
tions with the United inpdom are conducted through the Commomvealth
Relations Cffice, It alsc excludes the Condominium of the Anglo-Tgyptian
Sudan and the independent states under British protection in Arabia such
as Kuwait, Relations with these territories are conducted throuzh the

Foreign Office,

;/ Colonial Development and Velfare fet, 1940, paragraph le (5)
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The 3ritish Colonial Impire

Area Territory Status
Africa Vest: Gold Coast) Colony and Protectorate
Togoland )3 Trust territory
Gambi.a Colony and Protectorate
Nigeria Colony and Protectorate
Cameroons )# Trust territory
Ste Helena Colony ,
(including Ascension I and Tristan da Cunha)
Sierra Leone Colony and Protechorate
Rast: British Semalilend  Protectorate
' Kenya Colony and Protectorate
Tanganyika Trust Territory
Uganda Protectorate
Zanzibar Protectorate
Central: Northern Rhodesia Protectorate
Nyasaland Protectorats

South African High
Commission Terpritories:

Basutoland Protectorate
Bechuanaland Protectorate
wazlland Proteatorate
Rast Asia Brunel Protected State
‘ Hong Kong Colony

Malaya,

Pederation of Protectorate
lertl Eorooo (iiel.

Labuan) Colony

Sarawak Colony

Singapore (incle
Cocos Is. and

Christmas Ta) Colony
Indian QOcean "den Colony and Protectorste
tlauritius Colony
Seychelles Colony
Mediterranean Cyprus Colony
Gibraltar Colony
liglba Colony

#* Common administration
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Pacific Ocean riji Colony

Western Pacific:
Gilbert & Tllice Ise Colony

New liebrides Condominium with France
Pitecalrn Ie Colony ’
Solomon I Protectorzte
Tonga. Protected State
Canton & Inderbury
IS Condominium with UeSe
Test Indies and Atlantic Bahamas Colony
‘ ' Barbados Colony
Bermuda Colony
British Gulana Colony
British Honduras Colony
Falkland Ise Colony

Jamaica (incle Turks
& Caicos Ise and
Cayman Ise) Colony
Leeward Is. . Colony
(Antigua, llontserrat,
Ste Kitts, Virgin

ISC)
Trinidad and Tohago Colony
Vindward Tse . Colonies

(Dominica, Grerada,
Ste Lucia, Ste
Vincent)

Notes:

b)

c)

Geogrerhical classifications of the colonies zre very loose, e.3s FEast
Africa is frequently used to include Central "fricse The classification
used here broadly follows that in the Beledes publication "The British
Colonial Empire in 19L8" (I.D. 907)

It should be noted that the South African Iigh Commission Territories do
not come under the Colonial Office, but are included here for the rcasons
gbated in the preface.

The Condominia, while administered by the Colonial Office, do not -~plear
to be covered by the provisions of the 1940 Acta

The meaning of the different statuses is described in the following quotam
tion from the BeleSe publication, "Towards Self-Government in the sritish
Colonies"(Tele 598): "There are certoin legal differences in the status

of Colonies znd Protectoratese Thus while a Colony is British territory
under the Crowm, in a Protectorate the Crown exercises authority without
annexing the territory. In Protected States authority is vested in the
sovereign of each State, and not in the Crown which derives its functions
from treaty agreements conferring certain powers and duties upon it. Tor
adminmistrative purposes, however, the genersl fremework is very similare.!"
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I, SUILARY

1ls The greater part of the British Colonial Impire, as at precent
constituted, emerged from a primitive céndition only about 70 years azo
end its economie development has therefore net proceeded far._

2, Before 19L0 the colonies were regarded, in principle, as firancially
self~sufficient entities and were granted finaneilel aid by the British
government only in cases of particular needs The colonial govermments were
thus dependent largely on their own logcal revenue, a large part of which was
required for administration and the service of debts incurred for expenditure
on railroads, ports end other public workse Apart from some assistence to
peasant agriculbure most colonial govermments had not the resources to
undertake any other economic activity; nor, in fact, wes 1t regerded as their
functions

3¢ The colonies did, however, receive certain benefits from the Eritish
connections For example, loazns could be raised on the London market on
advantageous terms, British trading companies end investors were encouraged
by the existence of a Britlsh administration and its consequences: political
stability, cormon laws and, in effect, a common currencys The influence of
the trading companies stimulated production for the world market and exports
of such commodities as rubber, tin, cocoa and vegetable oils increased
rapidlys. In some cases, notably mining, this was achieved with the aid of
private capital, mainly British, but a substantial part of the exports came
from peasant agriculture. In the Far Zast, another important source of
income was the large entrepot trade which flowed through Hong Kong and
Singapore, amounting to perhaps two fifths of 211 the trade of the

British coloniesg
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lis At the beginning of the 1930's there was some change of policys The
Colonial Development Act of 1929 granted some financial aid to the ecolonies
and the Ottawa agreements of 1932 introduced a degree of tariff preference
that had previously been largely excluded by the prevailing policy of free
trade. ‘

5e The first major change in policy, however, took place in 1910, vhen
it was decided thst "the principle that a colony should have only those
services which it can afford to maintain out of its ovm resourcesesss NOV
calls for revisione." To implement the new policy a Colonial Development and
Telfare Act was passed in that year. This 2et, as amended in 1945, now
provides for a total assistance of 120 million over the ten years to 1956

6o This assistance 4o colonial governments was sugmented in 1948 by the
formation under the Overseas Resources Development Act of a Colonial Develops
ment Corporation with long=-term borrowing povers up to &100 millions This
Act also created the Overseas Food Corporation, which operates the Bast
African groundnuts scheme, but this Corporation is likely to be of less
importance to the colonies in the long run than the CeleCe

7+ Broadly speaking, the functions of the colenial governments aret
"to obbaln adequate knowledge of the rescurces of each territory: +to mainbain
and improve the basic economic services, especislly reilways, roads, ports
and other means of communication; and Lo secure improvements in the health and
education of the people, vhich can only be sustained by rising productivity
but are equally the essential conditions of expanding economic development.™
Those of the CeDeCe are: "to maintain and improve existing industries; and to
develop the most promising new sources of production and new forms of ireglthe!
The latter is also the field of private enterprise.

B¢ DBesides the legislative measures mentioned above the Dritish govern=

ment has by administrative action encouraged grecter economic stability in
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the colonies through long=term contracts and price stabilization schemes for
producers and by insistence on the importance of local secgndary industry
which hardly eXisted previouslys

% vAn impoffanﬁ aspect of the developuent of the colonies is the
manner in which it willféffect ard be affected by the current dollar
shortage of the Stériing areae HMalaya particularly;,ahd to a lesser extent
West Africé,‘have 1png been important dollar-earners from the production
of rubber, tin, cécsa and golde This fact is now, of céurse§ of great
significance to the éterling areas Efforts are beihg made Lo increasé whe
net doliai éafnings of the colonie;, which are currenfly funning at about
5350 million peze

10, In terms of the current dollar deficit of the’éieflihg ares = 2
whole it isyﬁhlikély that much can be achieved quickly by an éxpansion of
colonial expdrtS’to the dollar area, although some sgvings of imports;
particularly of textiles, is still possible. The most impoftaﬁt cOionial
contribution to the alleviation of the doller _roblemk"isimzely to be the
increased production of commedities for consumption withih fhe éﬁerling
area, thereby saving imports frum hard currency area§; The principal
commédities in this caﬁegory are sugar, fats and oils and coppeb;

11, Official Dritish estimates earlier this year pgﬁ the éxpected
increase in doliar savings and earnings at about 300 millién‘by 1952/53;
Vhether this is possible naturally depends on how far the iﬁcrease& Pro~-
duction in the colonies will be absorbed by increased consumption in the
United Kingdom and how much will actually represent a seving of current
dollar importss This is especially true of fats and oils, the output of
which is a long way behind schedule,

| kl2§ Mthough the colonies now have at thelr disposal more Capital,
greatef continuity of initiative in its investments and more favorable

economic conditions, the pace of development is still restricted by the
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inevitable difficulties that face all underdeveloped countries in scme
degree == for example, the shortage of sizilled labor and the heavy cost
of opening up new lande Expectations of rapid future progress should

not therefore be pitched too highe



II11. THE COIONIES UP TO 1940

13. The British colonles can without question be classed as under-
developed areas. It is only 70 years since the greater part of the Colonial
Bmpire —~— the tropical areas of Africa, Malaya and the Pacific -- came under
British authority. Before that time their inhabitants were for the most part
engaged in subsistence agriculture and their contacts with the Western economic
world were limited to a small amount of crude barter trade on the coast,

14, Their problems were those of other under~developed areas in a more
elementary form. They had no capital to exploit their resources and no skill
to use capital if.they had had it., To enable methods of production to improve
and so to provide an income from which the process of improvement might be
continued, large amounts of capital were necessary, particularly for transpor-
tation. The need was most acute in Africa with 44s great distances and
formidable natural obstacles,

15. In most colonies the basic needs for transportation were vrovided
by the local British governments soon after their assumption of authority, but
they were financed for the most part by loans raised in Britain from publie or
private sources,

16. Debt charges together with administrative expenses for the main~
tenance of law and order inevitably weighed heavily in the colonial budget
with its limited sources of revenue, Only a small regidue wag avsilahle for
education, health, economic services and the service of any additional capital
expenditure. The British Treasury granted relief in exceptional circumstances,
but except at the outset, no other aid. The colonies were, in principle,

financially self-sufficient entities,
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17. In thege circumstances development depended on the usual set of
conditions: the suitability of soll and elimate to the production of agricul-
tural commodities in world demand; the natural sptitude of the inhabitantss
the density of population on usable land; the opportunities for external
private investment in mines and plantationsy the inflow of immigrant capital
and skill; and the degree of productive leocal saving in whatever form.

18, According to the accidents of circumstances the colonies prospered
or stagnated. At one end of the scale was Malays, which with the injeetion of
British capital and the enterprise of the local Chinece became the largest tin
and rubber producer in the world., Its government was able to nay off almost
2ll its external debt and to undertalre new pudlic works by raising loeal loane,
At the other were struggling colonies like Nyasaland with its naturel disad-
vantages of distance from the sea and lack of minerals. But the differences
were malnly ones of degree, In general, there was little local indusiry,
whether manufacturing for local consumption or processing for export. The
occupation of the vast majority of the inhabitante was e4ill agriculture and
for many of them it had changed little from its former primitive pattern.

The income of each territory and the revenue of its government denended on
the export of a few primary commodities, produced by a emall rucleus of the
population,

19. VYhen the depression of the 1930's drove world prices down, the
colonies were faced with the common problem of all under-developed countries
with external debts,. Thelr debt charges remained fixed and their revenues
fell. Those governments that had succeeded in building up economic services
such as agricultural departments were forced into severe retrenchment, At

the same time the flow of private investment from outside fell abruptly.
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20, Although British poliey was somewhat modified during the 1930ts
and some extraordinary aid was extended to the colonies, the amount of aid
wag hardly comparable with the emergency. The colenies had to strugele out
of the depression largely on their own resources, The econonmic progress of
the colonies up to 1940 was, therefore, broadly similar to that of other
countries at a similar stage of development.

21, Although the problems of development before the colonies were
essentially no different from those of other countries, the fact of colonial
status introduced a number of elements which strongly affected the manner in
which those problems were met. In most cases any statistical agsessment of
the effect is impossible, but this does not mean that these differences are
any the less lmportant for being impondersbdle,

22. The existence of a British administration was, of course, the
primary difference from which all the other differences spring, The immediate
imposition of law, order and continuity of government by z competent adminig-
tration was by itself of undoubted value. The general economic effects were
those that follow from being part of a large economic unit rather than a small
one. The existence of common laws, customs, language and, in effect, a common
currency made for an easier flow of trade with Britailn and greater security
for the British investor. The Colonial governments, for example, were able
to ralse loans on the TLondon market on much the same terms as British manici-
palities, because it was inconceivable that the British Treasury would allow
them to go into default. The sense of security meant that large manufacturing
interests in Britain were encouraged to invest capital in technical assietance
to native farmers from which the returns could only be distant and indirect.

This was particularly true of the cotton and tobacco industries.
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23. In addition certain central organizations for research -~- in
tropical agriculture and medieine, for example —- wers set by up the British
Government., Another central organization of interest is lmown as the Crown
Agents for the Colonies, This body perfbrms many useful services for the
colonial governments; the most important is the purchasing of machlnery and
raw materials on their account, but their operations include such financial
services as the investment of surplus funds and the flotation of bond issues.

24, The aid to the colonies provided by the Colonial Development Act
of 1929, while small, should not be discounted. Its ostensible objective was
as much to relieve unemployment in the U.X. as it was to develop the colonies,
but in practice the latter was made the main purnose of the Act, The ieotal
amount disbursed over the following decade was only £9 million, but this does
not tell the whole story, since the grezter part was distributed to the poorest
and most distressed colonies.

25. The devression of the 1930's introduced an element into the
colonial relationship that was more controversial then those hitherto dis—
cussed, namely, tariff preference, 3Before 1930 there had been a growing
tendency to give preference to certain colonial products in the U, K,, but
protection did not extend to many commodities nor was it particularly high.
The influence of the 19th century free trade policy was still strong. On
the other side, there were scarcely any instances of tariff preference to
British products by the colonies.

26. As a result of the Qttawa agreements of 1932 a regime of imperial
preference was instituted, primarily at the instance of the Dominions. The
colonies both received and granted preferences, but the effect varied grestly
from one colony to another. The main beneficiaries of empire preference were

the Yest Indian sugar producers. It was of no value to producers of commodities
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such as cocoa, rubber and tin that were in surplus supply within the empire.
Yo preference was given on some other commoditiéé -~ cotton and iron ore, for
example —- where 1% would have benefitted the éxnortiﬁg colonies,

27. Preferences gréntéd'by the colonies also varied. The major part
of Africa, for example, was preﬁehtea by international treaties from giving
eny preference ab éll. The complicated politidal'rélationships betreen the
various states in Malaya made it difficult to impose differertial tariffs.
Other colonies, however, suffered from the loss of cheap sources of supply,

especially Japan,

T

28. One measurement of the results of the colonial relationship is
possible; the proportion of the trade with Britain in the total trade of the
colonies. Here global figures are gulte misleading, since they throw together
the large entrepot trade of ports such as Hong Xong and Singapore and the more
direct trade of most other colonies. As Table I shows, for the latter -~ or
non-Asiatic —-- group, British trade in 1938 accounted for 40-~u5% of the total.
The proportion varied somewvhat from one area to gnother, being higher in Yest
Africa and lower in East Africa, but broadly speaking this is a typical figure.
It may be noted that this is much less than that of French trade in the trade
of her colonies. It is also lessrthan the share of U.3. trade in the trade of
gome independent areas with which commerciasl relations are particularly active
such as the tropical countries of Latin America,.

29. The trade of the Asiatic group showed a very different picture.
The share of the U.X, in this trade was less than 15%; Only about a third
of this trade of this group consisted of exports of domestic produce or im- .
ports for local consumption; the remaining two-thirds was entrepot trade with
the local merchants acting as intermediaries between producers in neizhboring

countries and the rest of the world,
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30, The trade of the whole colonlal empire with the U.K. was, in fact,
only a small part of the U.K.'s total trade, From 1934 to 1938 less than &%
of British imports came from the colonies and 87 of Brikieh exports went to
the colonies, The value of the colonies to the United Xingdom did not lie
in their exploitation as exclusive markets or sources of supply. In the main
the colonies were developed for ‘the world market.

31, The list of commodities exported by the colonies (Table II) shows
that three of the most important were rubber, tin and cocoa, These were nro-
‘duced far in excese of the United Kingdom's -~ or indeed the Commonealth!s -
requirements, The British colonles were the major world‘snppliers in each

casel/ and large quantities were shipped elsewhere:

Destination of lajor Colonial Exports (1939)

(Percent)
U.E. U,S.A. Elsewhere
Rubber 18 52 30
Tin 14 57 29
Cocoa 36 33 21

Source; IMF Memorandum RD-6L43.

32. The advantages to the U.K., came rather from production under the
control of British cepital and the amount of trade that passed through the
hands of Britigh merchants, Proportionately, both were certainly much in

excess of the trade with the United Kingdom alone. For example, it has been

1/ Percentages of world production:

Rubber 43¢ (1938)
Tin L6t (1938)

Cocoa s (1939)
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estimated that 70% of equity investments in Malaya were British, In Africa
the proportion was probably higher:.

33.. The concentration of trade with British merchants was alse heavy.
In Yest Africa, for examplé, the United Africa Company alone controlled one=—
half of the exports of agricultural produce (or 307 of all experts) and sold
a third of all imports, Except for a few French, German and Indian firmg most
of the other trading companies on the est Coast were British..

34, West Africa is probably the outstanding example of trade concen-
tration, but large trading companies like the United Africa Company operate
in other areas -~ Mitchell, Cotts and Company in East Africa and Harrisons
and Crosfield in the Far East, for example..

35. TFrom the colonies' point of view, the effect of colonial status
is & matter of Jjudgment, There seemg little doudt that economic benefit was
derived from the particular attractions offered to investors and traders and
imperial preference certainly shielded some colonies from the full impaect of
the depresslion. However, any dlscussion of such matters hag been rendered

academic by the events that have tazen place sinece 1940,



- B

Table I

(1) Trade of the Colonies with the U.X. 1938

Total Yith . X, .
(& m.) (& m.) &)
Colonies opher then Asiatic
Exports (domestie) 65.2 28,5 Ly
Imports 72.3 29,2 Ly
Aden, Malaya, Hong Kong
Exports (inel. reexports) 101.0 10.9 11
Imports 107.8 15.8 4-1/2

Notes:
"~ a) Reexports of the first group of colonies, which are not included here,
were hardly more than £2.5 million. In the Asiatic group, aboub one-
third of the exportis were exports of demestic produce -- almost all
from Malaya, about another third reexports from Singapore and Penang,
the remaining third being reexports from Hong Kong and, to a small
extent, Aden. The trade of Brunei, I, Borneo and Sarawalk is omitted
altogether since their trade passes mainly through Singapore,
b) Gold is excluded.

(11) ComnarativevTréde Figuresffor Other Aress: 1938

Total. , 7ith France
(Fr.1v) (Fr. 1) [€3)
French Colonieg
Exports 6.82 L Lk 65
Imperts 5.98 3.22 54
Total With J.S A,

(3 m.) ($ m.) (%)
Tropical Amerieca

Txports 791 368 L7
Imports 787 348 Ly
Notess -

a) French Colonles exclude North Africa,

b) Tropical America includes Mexico, all the Caribbean Republics,
Zecuador, Colombia, Peru and Brazil, Venezuela is excluded owing
to the complications caused by petroleum,

Sourceg: Statistical Abstract of the British Commonweslth l936w45,
Cmd 7224. Bulletin lensuel de Statistique d'Outre~iler, I.
The Network of ‘Jorld Trade, League of Nations, 1942,
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Table II

Main EBxports of Britich Colonies - 1937

Total ____Sowrce
{(z m,)  (Percent) Africe Melayas Other Areas
(3 m,)
Rubber 57.2 30 0.2 57.0 -
Tin 24.8 13 2.7 22,1 -
Vegetable oils & fats 18.3 9~1/2 12.7 L.3 1.3
Cocoa 14,5 7-1/2 13.6 - 0.9
Copper 11.1 6 10.7 - 0.4
Sugar SR 5 0.2 - 9.2
Gold 6.6 3-1/2 5,6 0.7 0.4
Cotton 5.8 3 5.7 - 0.1
Others u3.7 22-1/2 8.9 20.5 14,3
Total 1924 100.0 60.3 105.6 26.6
Notes:
a) Reexports have been left out as far as possible. FRxports from HYong

b)

Source:

Kong, which are virtually all reexports, have been omitted entirely,

Unfortunately, it has not been possible to senarate the very large
reexport trade (sbout £50 million) that passed through Singapore.
Consequently the figures for rubber and tin are much exaggerated,
perhaps by as much as 255. Those for vegetable oils and fats and
for gold are affected but much less so. As the exports of Brunei,
N, Borneo and Sarawak mainly pass through Singapore, they have heen
omitted from the table, .

The eategory vegetable oils and fats is not completely comprenensive,
but the omigsiong are unimportant, The princival commodities are:
palm oil and kernels (%7.8 m.)s groundnuts (5.0 m.); coora and
coconut oil (4.8 m.).

Statistical Abstract of the British Commonwealth 1936-45, H.M,.8,0,.,
Cmd. 7224,
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IV, THE COLONIES SINCE 1940

36, The 1930's produced a crop of riots, strikes and similar evidence
of dissatisfaction, The most turbulent area was the heavily populated 'Test
Indies which had little tradition of subsistence farming, Unemployment thers
consequently caused great hardship. In August 1938 a Royal Commission was
sent there with the broadest terms of reference: "to investigate social and
economic conditions .... and to make recommendations®., Thelr recommendations,
published in February 1940, revealed a new approach to the problems and coin-
cided both in time and in spirit with a new "Statement of Policy on Colonial
Development and Welfare" issued by the Colonial Seeretary on the same day.

In this statement it was laid down that "the principle that a colony should
have only those services which it can afford to maintain out of its own
resources .... now calls for revision". The era of financial self~sufficiency
thus came to an end,

37. The new policy was put into effeet by the nassage of the Colonlal
Development and Welfare Act of 1940 which provided for an expenditure of not
more than Lﬁ—l/z nillion a year for 10 years "for any purpose likely to pro-
mote the development of the resources of any colony or the welfare of its
people!, and which also remitted certain outstending Tressury loans to the
colonles., The war naturally imposed limitations on the implementation of the
Act and only £10 million was actually disbursed during the period, In 1045 a
new Colonial Development and Welfare Act ralsed assistance to a total of E£120
million for the next 10 years and permitted expenditure up to %17-1/2 million
in any one year, thus giving more scope for raising the level of annual expen-

diture gradually.l/

1/ An smending Act raised this limit to £20 million in culy 1949,
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38, Soon after the passage of the Act, the Secretary of State for the
colonies outlined the principles on which he expected to operate. Xach depen~
dency was asked to draw up a broad l0-year development plan for the approval
of the Colonial Office. To assist 1n the preparation of these plans z new
step was taken. An allocation was immediately earmarked for each devendency,
the total of these initial allocations belng &85»1/2 million out of the total
of £120 million, 523~1/2 million was allotted to central schemes and research
and the remaining %11 million held in reserve.

39. Mo single criterion was used to determine the sums to be allocated
to each territory. Factors taken into account included "the size and populs~
tion of the territory, its known economic resources and possibilities, the
present state of development, the development schemes known to exist or to
be under contemplation and the financial resources likely to be available
locally." The colonies were urged to help themselves, firstly by reviewing
their tex rates particularly on higher incomes and secondly by not under-
taking projects whieh they would find it difficult to maintain, Development
plans were not to be confined solely to territorial limits, but the importance
of regional schemes -~ particularly in the West Indies, Fast Africa and
Central Africa —~ was stressed, some of the allocations being made on a
regional basis.

40, Twenty-one plans have now been approved; the sums involved vary
from the %55 million, which Nigeris proposes to expend, to %200,000 for St%,
Helena, As Table IV shows, there is also a great variation in the propor-
tions in which the total expense is to be borne by local revenue, loans,
and the Colonial Development and Welfare Vote,

L1, Besides these important legislative measures, the general change

of policy was reflected in various administrative actions. ZEfforts were made
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to reduce the dependence of the colonies on a few commodities vulnerable to
world prices, plant disease or technical obsolescence. 4And great importance
wags attached to increasing participation in econpmic affairs by the native
inhabitants,

42, The shortage of imports during the war had greatly stimulated
local industry in many colonies., In a memorandum of the Colonial Economie
Advisory Committee circulated in February, 1946 industrial development was
established as a matter of the first importance in diversifying colonial
economies. Government departments or semi-independent boards were set uwp in
many colonies for promotion of industry, A new policy towards mining was
also adopted, the Colonial Secretary urging colonial governments to talke
steps to ensure that mining was carried on in the interests of the territory
and, where necessary, to undertake mining operations themselves. It was
further guggested that taxation of mining companies should be modified
according to the phase of the business cycle in order to maintain a steady
level of production and employment.

43, In agriculture definite steps were taken to erect new defenses
against the vagaries of world prices, Even before the war, the undesirable
effects of price fluctuations were underlined in the report of the Commission
appeinted in 1938 to encuire into the marketing of West African cocoa, In
1944 it was decided that marketing boards should be established after the
war in the Gold Coast and Nigeris to purchase the entire crop at uniform
prices and resell it, any proceeds being used for price stabilization funds

and research,

Ll, DNigerian and Gold Coast Cocoa Boards have»accovéingly besn set

up and also oilseed Boards in several Yestern African colonies. The assets
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of these organizations are probably not less than 175 million.if Similay
schemes are in hand in Uganda and Nigerla for cotton and in Jamaica for
bananas. The local producer boards set up for the stabilizatlion of prices
or general improvement of marketing have presged for the security provided
by long~term contracts with those departments of the British government whiech
make bulkﬁpurchases.gf' In various official publications the importanece of
stable markets for the producer, particularly of tree-crops,. has been stressed,
In September 1948 the Chancellorof the Exchequer stated the policy of the
British government on long~term contracts, He reaffirmed the need on both
sides for such contracts, but doudbted the praecticality of a term exceeding
10 years; furthermore, prices would have to be subject to periodlc negotia~
tion or a formula based on world prices. The principle has been carried
into effect in the case of all colonial sugar, Jamelcan bananas, West Indlsn
orange~juice and some oilseeds. And contracts with British menufaeturers
have encouraged greatly increased production of tobacce in Central Africs,
45, 1In February, 1948 a new Act, the Overseas Resources Development
Act, was passed., This created two new corporatlions, the Colonial Develonment
Corporation and the Overseas Food Corporation; the first, with borrowing
powers up to H110 million and the second up to £55 millien, of whiech %10
and &5 million respectively are short-term only. The association of these
two corporations in the one act is apt to be misleading, particularly since
their one purpose in common, the increased production of dollar-earning or

dollar~saving commodlties, obscures their differences,

1/ The magnitude of this sum may be gauged from the fact that it is not much
less than the total exports of the Gold Coast and NMigeria in 1547,

g/ Agricultural commodities subject to bulk-purchases are: cocoa, tes,
coffee, sugar, oranges, crapefruit, bananas, ollseeds, tanning materials,
some hides and skins and some timbers (as of January 1949),
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L6, The Overseas Food Corporation is responsible to the linistry of
Food and has as its object the production, processing and marketing of agri-
cultural products anywhere outside the United Xingdom. It so happens that
the first project to be undertaken, and se¢ far much the biggest, is the well-
known Fast African groundnuts scheme, in which some 30 million has already
been invested and whose eventual cost is expected now to be at least ®50
million., Although the project will have a profound effect on the Territory
of Tanganyika, the Corporation may not in the long run be of great importance
to the colonies as a whole, since it will in future only operate in the
Colonies at the invitation of the Colonial Office and there has bLeen wide~
spread criticism of the wisdom of allowing such action by an "alien" ministry,

47, The Colonial Leveloprent Corporationz on the othexr hand, is
responsible to the Colonial Office, which has stated that it is "to encourage
enterprise, strengthen the colonial as well as the United Kingdom economies
and to stimulate production for internal needs and for supplies wanted
externally.ga The need for such a Corporation to supplement the lO~year
plans arose because these plans were concerned largely with the expansion of
basic public utilities, social services and such economic services as agri-
cultural research and geological surveys. The sums devoted to direct produce
tive enterprise were small, The division of responsibility is shown by the
list of functicns that the Colonial Office has defined for tie application
of capital to colonial developrent:

(1) to obtain adequate knowledge of the resources of each territory;

(1) to maintain and improve the basic economic services, especially

railways, roads, ports and other means of communication;

Y The Colonial Enpire 1947-L8, Cud. 7L33. -



- 15 -

(ii1) %o secure improvements in the health and education of the
people, which can only be sustained by rising productivity
but are equally the esgsential conditions of expanding.
economic devélopment;

(iv) to maintain and improve existing industries;

(v)  to develop the most promising new gources of produntion and

new forms of wealth.
In general, the 1l0-year plans are responsible for (i) to (iii), the C.D.C.
(and presumably private enterprise) for (iv) and (v}.

48, The C.D,C.. has, in fact, the broadest scope and may be considered
as taking on any role that colonial govermments and private enterprise are
unzble or unwilling to fill. It ig not intended to supplant either public
or private enterprise.  On the contrary, in a number of its projects it has
attracted the participation of private enterprise, both EBritish and foreien,
and in sgveral'ethers it is cooperzting with colonial governments:  for ex—
ample, in its financing of the East Afriean Industrial Management Board.

L9, The Qoloniesrare now, therefore, in a much better position %o
face thei£ probléms of development than they have ever been before., They
have been assured of capital on advantageous terms, with which continuity of
research and enterprise can be maintained. They are bYeing afforded more
secure markets fqr their export product and, thus, more stable incomes. It
is now more possible to plan for the long—term wifhout regard to temporary
getbacks,

50; However, there is one matter of great importance that impinges
on the whole future of colonial development ~— the dollar shortage of the
sterling area. Since the 1940 and 1945 Acts were passed with the main object
of raising the standard of living ef the colonial peoples, it has caused a

shift of emphasis in colonial development,
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‘51, The need to explore the possibilities of the colonies in order to
inerease their already substantial dollar earnings was offieially recognized
in May 1947 with the creation by the Colonial Cffice of the Colonial Primary
Products Committee with these terms of reference: "To review, commodity by
commodity, the possibility of increasing colonial production, having regard
on the one hand to the interests of the Colonial Empire and, on the other
hand, to the present and prospective world needs and the desirability of
increasing foreign exéhange resources.! The C.D.C. undoubtedly has a close
connection with the Primary Products Commitiee, since a number of its projects
spring directly from the Committee's recomﬁen&ations or those of the missions
sent out to the colonies on its initlative. Ixamples are the groundnuts
schemes in Nigeria and the Gold Coast and, probably, the rice scheme in
Gambis, Increased production of tung oil, whieh the C,D,C. intends to pro-
mote in Myasaland, hag also been recommended by the Committee,

52, An examinstion of the dollar-earning possibilities of the colonies
is, therefore, called for,

53, The colonies as a group have for many years had a favorable
balance of trade with the United States, but their dollar-~earning cepacity
is highly concentrated. Before the war only a few colonles were among the
small group of tropical countries having sueh a favorable balance, the out—
standing one being Maleya. Malaya, in fact, normally had a larger trade

surplus with the United States than any other country in the world:



Leading Countries Having a Favorable Balance of Trade with the U.S. - 1938

(% Millien)

“Exports Imports Balance
Malaya, 116 10 ~106
"N.E.I. 69 28 L1
Brazil 98 é2 36
Cuba 106 76 30

Source: League of Nations, the Network of World Trade: Annex IV
‘ (ueing U.S. figures).

54, The only other colonies having a favorable trade surplus of any
importance with the United States were the Gold Coast and Nigeyia:‘ the Gold
Coast, in addition, was the principal source of gold in the colonies, How-
ever, the favorable balance of these two colonies approximately offset the
deficits of the remainder. |

55, While it -was still possible for tbe rest of the wor®1 to balance
its mccounts with the United States without stfingent monetary restyictions,
the significance of Malaya was no greater than that of any other source of
dollars. In the postwar era of the dollar shortage itrhas assumed great
importance as being the largest of the few dollar-earning units in the ster-
‘ling area, West Africa has also attained greater prominence as a dollar—
garner,

86. The order of magnitude of the colonies! contribution may be seen
in Table V which shows the trade balance with the United Sfafea and Canada
of various groups within the sterling area. Exports of the U.X,, the colonies
and the other commonwealth countries were each between 3500 and $600 million
in 1948, The colonies had a surplus over immorts of some $250 million, while
the U.,K, had a deficit of $750 million and the trade of the remainder was

about in balance. The major change in the first half of 1940 is the emergence
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of large unfavorable balance for the Dominions (prineipelly India); the
colonies aciually appear to be improving their position.

57, . It should be emphasized that these figures are purely illustra-
tive, For one thing they sre based on United States and Canadian statistics,
which differ considerably from British sources, They exclude trade with
other countries that is fihanced in dollare or other hard currencies; exemples
are dollar payments to Indonesia on reexports throﬁgh Singapore and to
Venezuela for imports of petroleum into Trinidad, They also exclude payments
for services of which tourism in the Yest Indles is the largest item on the
positive side, offset somewhat by dollar freight charges on colonial trade
in general.

58, In addition, the gold production of the colonles amounts to csome
$30 million a year,

59, An officisl British estimate has put the net dollar esrningsl/
as running at a réte of '§150 million p.a. in the first half of 1948, They
were prohably no‘higher a year later, both exports and imports having been
reduced, Whatever the precise position, it is clear that the contribution
that the colonies‘méke to the central reserves of the sterling area is a
substantial one.

60, This contribution ie,. hovwever; a vulnerable one, Colonial ex—
ports to the United Slates and Canada are heavily concentrated on rubher,
cacao and win; tu 1948 these three accounted for 85% of the totsl. atural
rubber is threatened by synthetic, whether the latter is produced in the
United States for purely economic or for-strategic reagons. 7Tin vrices are

notoriousiy sensiiive to changes in.world demsnd., And both these commodities

;/ “Ho decinibion of this term is availsble. It is gg;'certain; though it
ig likely, that it includes gold production.
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are produced mainly in Malaya, which has already suffered the effects of the
postwar péliticailferment in Zastern Asia, Cacao, which is produced in the
Gold Coast and Nigeria, faces a different problem, namely disease. The |
effects of “swollen-shoot“, which is currently ravaging the Gold Coaqt and
is also present in Nig?ria? are expected to cut output from 350qﬁffirun tons
in 1946 to 285 ﬁé&&iun‘tohé in 1952-53. New plantings are being made or ére
envisageé in the Far East and the Caribbean, but the trees taks four to five
years to start bearing énd several years more té reach full prodﬁctioﬁ,

61.’ The report of the Overseas Territories Committee of O,%,E. .
puts no great hopes on the expansion of these traditional exparts to the
United States and Canada, On the whole, g fall in dollar earnings is more
likely, althongh the long-run prdspects for rubber are more favorable, The
report does enﬁisage some 1ncreased”exports from the British colonies of
certain minor commodities such as sisal and hemp, hardwéods, bavxite, manga-
nese and a few other minerals, E.C.A. has, in fact{'financed plants for the
inereased production of cobalt and kyenite., In addition? gold production,
which was declining under the influence of the fixad pr:oe, may be expected
to recelve a powerful stimalus from the recent devaluation of sterling,

62, Immediately after the war the colonies! needs for textiles and
cereals, two of the main‘iﬁport categories, had to be imported from North
America to such an extent that for some time they were running a dollar
deficit? Although supplies from thls quarter have bepn much reduced there
is still room for further saving of dollars; in 1948 imports of textiles into
Malaya alone totalled $50 million and impdf§s of cereals into the West Indies,
$25 million. Supplies of textiles from inside the sterling»area have lmproved
considerably of late and a trade agreeﬁent between the Uﬁited Kingdom and

Japan made in November 1948 provided for the supply of consideradle guentities
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of textiles to the colonies, The world supply of rice is likely to become

much easier in the next few years, In the colonies themselves a number of

projects for rice production are in hand and there are also plans for produc~

tion of textiles from locally grown cotton in Migerisg and Ugan&a. Some

possibilities for reducing colonial imports from Yorth America oxist, therefore.
€3, The British Government estimates that the net effect of these

increased'exports and reduced imports will ralse the net dollar earnings of

the colonies from the current rate of 3150 million to 3300 million per annum

by 1952/53, a figure which eppears to be somewhat optimistic, in view of the

limiting factors mentioned above,

64, Perhaps the most important new contribution that the colonies can
make to the alleviation of the dollar shortage is to 1ncreése their nroduction
of commodities now imported by sterling area counirles from the dollar gresa,
Suger and vegetable fats and oile are important agricultural commpdities in
this group. The guantity of sugar produced within the sterling ares is small
compared with the requirements and any conceivable increase in colonial sup~
plies could be absorbed. The target for colonial sugar exports in 1952/53
iz slightly over 50% more than the 1947 figure; estimates of the 1949 sugar
crop are already one-third higher,

65. Before the war the commonweglth was a net exporter of fats and
oils (other than drying oils), but exports of groundnuts from India, which
were very large before the war, have since fgllen to gulte small omonmts,
There is currently a deficit, which in view of higher consumption in India
is likely to continue, In the colonies the greatest attention has been given
to groundnuts, which have #he advantage of being an annual crop. The well~
known Tanganyika project of the Overseas Food Corporation can be exnected to

overcome its early difficulties and, in due course, to bear fruit. Currently,
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however, more important regults mgy be expected from Uigeria, where large crops
have been held back from export by insufficient motive power on the railways;
this is already largely remedied and the large backlog of stocks should be
cleared early in 1950. The C.D.C. also has schemes for putting new areas
under production in several Jest African colonies, A considerable incresase

in palm 0il output ig expected from Nigeria through the introduction of new
011 mills giving a2 mueh higher yield than the traditional peasant methods of
production. Increased production of other oiles and oilseeds - e.2, cotton-
seed, tung, linseed —- is also anticipated, but these are relatively unimpor—
tant., The British Government expects that by 1952/53 the United Xingdom will
no longer need to import any fats and olls except linseed oil from the Western
Hemisphere. In view of the fact that the Tanganylke scheme 1s now much behind
schedule, this may only be achieved by slowing up the rate of increcse in
consumption,

66. Copper is the outstanding mineral from which increased output is
hoped. Production in Northern Rhodesia, which was about 220,000 tons before
the war, and somevhat less in 1948, is expected to exceed 300,000 tons in
1952/53. Current performance suggects that this ig well within the realm
of probability. The United Xingdom could abgsorb this amount by redvcing
imports from the Western Hemisphere even without increasing its current
consumption, Compared with copper, other minerals such as iron ore and lead
are unimportant.

67, With this increased production the proportion of British imports
from the colonies now running at 10% of the total as ageinst less than 6%
before the war, may rise to as much as 12% in 1952/53. The order of magnitude

of this increase in imports is probably around $150 million, Part of this
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will go to increased consumption but the remainder should represent a saving
of imports from the estern Hemigphere.

68. TFor the first few years after the war the development of the
colonies was held up by a shortage of supplies of all kinds, e,g., steel,
nachinery and textiles. As there vere competing claimg fér reequipment of
existing installations, particularly railways, new projects were held up.

In addition, there were insufficient consumer goods to absor® the purchasing
porer accumilated during the war and the period of high prices immedistely
after 1t without a substantial degree of inflation. Labor costs were conse~
quently high. The immediate effect on production in zeneral wasg a substantial
drop from postwar peaks.

69. The position is now greatly changed. Supplies are coming forvard
much more rapidly and there have even been local gluts of consumer goods.
Although the colonles have sterling balances amounting to nearly 400 million
over and above the necessary backing for their currency issues, the prime need
may soon be for financial capital. On July 20 the Seﬁretary of State for the
Colonies stated: "The indications are that we shall have allocated all the
money which was provided by Parliament under the 1945 Act within a compesra-
tively limited time ahead. That will probably mean that urgent projects which
the Colonies want may not be possible because there are no funds availsdble,
thereby creating a situation in which the Covernment will nsed to consgider
whether a new bill should be asked for."

70, The pace of investment is thus sccelerating fairly rapidly. A
list of long-term investments in hand or likely to be in hand shortly was
recently subtmitted by the British Government to 0.%,E.C. The cost of the
projects on this list, which may very well not be exhsustive, is over B400

million.
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71, 1%t should be understood that these projects do not it into =
closely knit plan. The Colonial Office has stated that there is a plan only
"in the sense that Government provides a certain general framework which may
be very sketchy or very comprehensive, bdut which still leaves a more or less
substantial regidual of decisions about both production and consumption to
the private planning or initiative of individuals." Its principal concern
has been to make sure that a proper balance ig maintzined between economic
development and the improvement of welfare servieces, Otherwise the initiative
is left largely to the colonial governments, private enterprise sand the C.D.C,

72. In these circumstances, it ig to be expected ihat the nature and
the scope of the projects would vary widely. Those undertaken by colonia
governments range from a few large public utility schemes to 2 multitude of
small projects designed to ameliorate living conditions or to improve present
methods of peasant cultivation. One example of the first tyve is the Bast
African railway link from XKenya te Yorthern Rhodesia which is under corsid-
eration, Ancther example is the (wen Falls dam and hydroelsctric plant on
the Upper Nile in Uganda, which will help to control water for irrigation in
Bgypts a contract for the construction of this dam has recently been signed.

?3. Projects of this magnitude in primitive territories are necessarily
a8 gamble, since they are undertaken in the expectation but without the cer-
tainty of a growing demand for their services. In the past the fired interest
and amortization payments on capital borrowed for similar expenditures often
cut heavily into a colony's revenues until the project became self-financing,
which often took many years. Although the coloniles are now in a much more
flexible financial position, there is clearly a limit to the number of such
projects that can be safely undertaken., In this field, therefore, inter—

national cooperation through such organizations as 0.F.E.C. is particularly
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important, Efforts are already being made to establish closér coordination
of transport plans in Afriea.

74. A large part of the investment by colanial governments will
necessariiykhe of the second type, whiech is less séectanular'but no less
important, As an example of this the prcp&sals for water supplies in the
Cyprus development plan may be cited. The'plan inéludes 2 minimum 150 small
gravity irrigation schemes and the piping of domestic watér to 550 villages
at a total cost of some £1-1/2 million, |

75. ’The bulk of investment by private enterprise is unlikely to be
much diffefegt from what it was in the pést. A large part will certainly
be devoted to éxpansion or modernization of existing mines and plantations.

76. The new ventures, however, have cértain jinteresting characteris—
tics. TFirstly, there appears to %é é tendency for British companies already
operating oveféeas to shift to the colonles as sources of supply.éf “Thile
exchange or other difficulties continue to intervens elesewhere, this tendency
is likely to prevail. |

77. Secondly, more investment isg taking place in industries producing
for local consumption such as cement, soap and textiles. Although in some
cases such enterprises are being undertaken by the local governments or the
C.D.C., private enterprise is tsking a more noticeable part in this kind of
investment than it hag in the past. -

78, The field of operations of the C.D.C. can de described -~ very
roughly -- as falling midway between that of colonial governments and private
enterprise. Its annual report points out that "the Corporation must more

often (than private enterprise) go into new areas which reguire expen:ive

1/ e.g. from quebracho in the Argentine to wattle in Zast Africa.
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clearing operations for an agricultural scheme, or which, owing to inacces~
sibilitywor’otheruadfersefcqnditions,’are sparsely poepulated or unproﬁi&ed
with public serVicesQ,'aﬁd that "the Goxporatibnihasifrequently*to'inélude
in its praject cogts :the provision of housing, puhIiC‘serViceskand’cémmnni~
catipns.” The project for ralsing tung oil in Fyasaland is a typical example.

79. Ewven -though capital is now ﬁore plentiful, the colonies still
face the same‘limitétions te their development as otﬁér'underudeveloped
countries., Skilled and semi~gkilled labor are very scarce and in Africa
unskilled labor is very largely migrant lsabor. There is thus a nesd %o
build up a sufficiently skilled and stable laﬁor force ih order’fo avoid
the inefficiencies of the present gystem. If this is not done, demands
for labor from nev industries and construction may merely be inflationary
and endanger the weil~being of existing industries., There ig 2lso the
possibility that domestic food supplies may be reduced to thé point where
imports are necessary, if agricultural productivity does nct increase at
the same time. |

80. In many colqnies, however, the opposite probdlem exists, There
has been a marked fall in mortality rates -— so far as they can be meacsured
~= gsince the beginning of the century and although the census figures in the
past were unreliable, there 1is no doubt that there has been a considerable
growth in population, causing great pressure on the land. Thig excess
population will have %0 be absorbed elsewhere if there is not to be hidden
unemployment on the'lénd or overt unemployment in’the cities, The domestic
market clearly puts a limit on the scale of domestic industry and, although
there is now a growing tendency to process export cémmodities instead of

shipping them as rew materials, there is obviously a limit to this, too,
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81. One solution of the population problem, where it is possible, is
to open up new land. In the Iglands of the est Indies, an acutely over-
populated area, no new land is available and the prodlem is to be tackled
by migration to the mainlah& colonies of British Honduras znd British Guiana.
In an elaborate plan outlined by a Royal,Commission;/ it was estimated that
the capital cost of providing housing and employment -for 100,000 immigrants
over a period of 10 years might be in the region of £20 million even without
actual transport-costs. And this would hardly relieve the lislands of the
natural increase in that period,.

82. In Africa population densities, taken over the whole area of
each colony, are in general very low, but-locally they may be extremely hizh.
This is partly becauseclarge‘areas are dry and unproductive, but there are,
in addition, .vast areas that are scareely inhabited because of infestation
by the tsetse-fly, the carrier of trypanosomiasis.2/ This disease can be
controlled in human beings, but could not, until recently, in cattle. The
discovery of =2 newv drug, antrycide, whose effectivensss is by no means yet
determined, holds out greater promise, Iradication of the fly by clearing
bugh isg,. however, the only satisfactory cure and this is a costly and tedious
process..

83.. The opening up of new land is thus a distinct possibility in
Africa.. The Tanganyiks groundnui scheme must be regarded as a desirzdle
move in this direction, although it illustrates at the came time the dif-
ficulty and the cost of bringing under cultivation areas which are remote

and whose physical and climatic: characteristics are imperfectly kuown,

l/» Report of the British Guians and Sritish Honduras Settlement Commission,
H.¥.S8.0., Cmd. 7533 '
g/ In ifrica as & whole, the area is sald to be mugh larger than the U.S,
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Schemes of a less ambitious kind are being undertaken by the C.D.C., in ¥Vigeria
for example, and by colonisl governments. On whatever scale they are under-
taken, they must be expensive owing to the high overhead cost of installations
in hitherto uninhabited land. The problems of over-population and unjer-popu~
lation thus exist side by side.

84, Settlement on new land has one great advantage in the development
of the colonies. It makes possible the orzanization of the sconomie life of
the new communities on entirely new lines without the barriers to greater
productivity that land tenure systems and social custeoms have erected on the
old land, especially the highly populated land. It is, for example, a widely
held view that Southern Nigeria would have derived great economic benefit from
the introduction of oil-palm plantationsg instead of having this branch of
agriculture as a simple collection of wild fruit. The grant of land for this
purpose was refused to a British company because native land rights had to de
respected, but attempts to encourage plantations by the natives have met with
meager success. There are similar difficulties with forest congervation and
utilization. It is even more difficult to versunade primitive peoples to give
up existing rights in favor of long-run benefits than it is to persuade more
advanced peoples,

85. It is not surprising to find that the hadbit of saving is hard to
inculcate, The principal source of saving is taxation, which without extra-
ordinary administrativé expense can only follow a policy of rough justice,

As it is inequitable to tax the normally small cash incomes heavily, the
larger ones tend to escape. Perhaps the most promising source of savinz is
voluntary labor for small local projects, An outstanding example can be found
in Ugsnda, where a first-class road system has gradually been construcited with

little capital cost to the colony through the medium of the local native
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administration. On a smaller scale, this method has had encouraglng success
in Southern Nigeria. Nevertheless, even such saving as exists still takes
unproductive and even destructive forms, such as the keeping of cattle merely
as a token of ostensible wealth and consequently the over-stocking of land.

86, Expectations for the development of the colonies should no% be
pitched too high. TFor many years to come, the principal source of new in-
come will continue to be exports. It is unnecessary to reveat the frequent
warnings of the time that mus?t elapsg hefore new tree-crops and forasts begin
to bear. The potential results of more extenéive efforts to carry out geo~
logical surveys are not calculable. As a noted authority on Africsn affairs
has stated: "The lesson which other African territories can learn from the
economic higtory of the Union is that, in the last resort, economic mrogress
depends on the aptitude effectively to organize the efforts of the population
and to educate and train its baclward members, and that there is no real
substitute for this slow and difficult task."l/

87, Not only is development bound to be slow, but also to be uneven,
It will clearly be more advantagecus to push forward with investment in
undertakings in places and in fields where the grestest return is likely.
Although it may appear a policy of neglect, it may be necessary to leave
other areas to profit only from the indirect consequences of success else~
where and particularly from the gradusl penetration of exammle,

88. The important difference between the future and the past is that
the new measures taken by the British government to promote coloninl develop-
ment and the tightening of the United Kingdom and its colonies into a closer
economic unit should provide grester continuity of initiative and more stable

conditions for its exercise,

e o T . >
1/ S.H. Frankel, Capital Investment in Afriea, p. 148.
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Table 111

AND WELFARE ACTS

(& millien)

Assistance Approved under:

Total lO~year

1945 Act Allocations
1929 Act  19L0O Act (3 years) under 1945 Act
Fest Afric 1.19 10,13 6,97 30,60
East Africa 1.65 21 10,50 16425
Central Africa 1.3L 0.7h 2,00 550
S.A.H.Cs Territories 0.66, 1,18 1.52 2,50
Africa L.8L 18,28 21,00 5l.85
Mediterranean 0,28 1:37 0.84 2,85
Asiaz and Indian Ocean 0,29 0.11 2,69 10,30
Pacific 0,06 0,12 0,50 %,80
West Indies and Atlantic 2.18 11,05 .52 15.65
¥iscellaneous a/ 1.10 0.16 0,02 0,05
Central Schemes 0.1 0,92 348 34,50 ég/
Total 8.88 30,02 33.15 120,00
Of which: Grants 5067 :1_3./‘ 27oh8 32952 X RS
Loans 3:20?9/ 2.5& 0.63 Y
Actual disbursement c/ 10,37 15.24 S/ sae

Note: The 1929 Act covers the period L/1/29 to 7/17/L0, the 19L0 Act to 3/31/&6

and the 1945 Act to 3/31/56.
expenditure during the last 10-year period including schemes approved but

not executed under the 1940 Act.

a/ WNewfoundland, Ceylon, Transjordan,
b/ ®1,25 million of the loans subsequently converted to grants under the 1540 Acte.
¢/ It is presumed that virtually all the approved sum was disbursed, though some

much later,

Palestine;

d/ Central Scheme figure includes 511 million for reserve.

e/ By years (in k million): 19L6/UT - 3455:

The 120 million allocation is to cover all

all of which are now excluded.

1948/L9 - 6435,

Sources: (olonial Development Advisory Committee, Eleventh and Final Report.

H h;S,Os, Cmda 6298, 19&1
Colonial Development and Welfare Act, 1940, Return of Schemes 1545/L6,

Colonial Development and elfare Acts, Return of Schemes, 15L8/L9
H l‘uas 0., H CQRO 211’ 19)49

_Colonial Development and Welfare Act, 1940
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Table v

ESTIMATED EXPENDITURE UNDER TEN-YEAR PLANS OF COLONTAL TERRITORIES APPROVED

15 OF JUNE, 299

(i) By Colenies

(£ million)

Total

Source bf*?unds

C.D. & W,

Local Funds
Expenditure Vote g/, Loans & Reveme
Nigeria 55,00 23.00 16,00 16,00
Sierra Leone 5426 2,90 1.Lo 0.96
Cambia 1.98 1.30 0.25 0.43
Kenya 22,00 .10 7.00 9.0
Uganda 13,86 2.50 2.00 9436
Tanganyika 18.01 7.15 6.88 3.98
No, Rhedesia 17.00 2.73 9.00 527
Nyasaland 8426 2.30 2.50 3.6
Cyprus 6.35 1,75 3.00 1,60
Br. Guiana 6;65 2050 2.76 1.39
Jamaica b 23,18 6,50 5428 11.40
Aden 2,50 0,80 0.66 1.0k
Mauritius 7.70 1.79 3.75 2,16
N, Barneo ¢/ 347 1.15 1.30 1.02
5 small colenies d/ L.81 __1.93 1.11 1.77
TOTAL (21 plens) 199.4 6li,2 63.9 71.3

ol

Source: The Colonial Territories 19L8/L9, HeliaS.O., Cmd. 7715

Includes in some cases central research or regional allocations,
Including Turks and Caicos Is,
Excluding reconstruction,
Zanzibar, St. Vincent, Grenada, St, Helena and Seychelles.
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TABLE IV (continued)

. (ii) By Type of Expenditure

Type » o (B Million) Percent
Communications & Power 3649 18%
Industry 1;6 1
Agriculture 36,4 18
Social Velfare 85,2 hok
Miscellaneous 3943 20

199.4 100
Notes s

Agriculture includes not only direct expenditure for agriculture,

animal husbandry, fishing and forestry, but also irrigation, land

settlement and soil conversation., liscellaneous includes adminis-—
tration, reserves, interest charges and unclassified schemes.

Proportions vary widely from territory to territory., Details nay
be found in the source,

Source: The Colonial Territories 19L3/L9, Cmd. 7715
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. Table V.

Sterling Area Trade with U, S.A. and Canada
($ willions)

January-December 1948 Jenuary-June 1948 ... Januery-Tune 19L9°

v

Ares Exports Imports Balance Exports Imports Balance ZExports Imporits Balance

United King- .
dom 582 1331 ~749 275 673 -398 275 727 ~L51

British
Colonies : 4
(ex.HongRong) 515 265 250 270 146 123 202 110 133

Oﬁhef Common~—
wealth (ex.

S. Africa) 595 591 4 317 282 35 283 393 -iog
Nbﬁ«éommon~ ,’ R _ -
wealth 34 122 - 88 10 55 - U4g 25 oL 5 L9
Total 1726 2309  -583 871 1156  —285 826 1303 ~n?f
South Aépica 138 575 -437 68 277 =210 53 194 ~1&i
Hong Kong - 5 93 - 87 3 Lo ~.Q6 3 62 - 59
Grand Total 1869 2977 -1108 oLz 1483 ~541 882 1559 -677
Notes:

a) TFigures are f.o.b. for both exports and imports and are based on .S,
and Canadian statistics, '

b) Hong Kong is excluded from the total for the colonies since its dollar

deficit is mainly financed from local invisible transactions. Southern
Rhodesia is included under "Other Commonwealth".

Source: U.S. Department of Commerce, Dominion Bureau of Statistics.
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‘Table VI

U, Se Imports from U,K. Colonies, 19L7-1948, by Principal Commodities
’ (‘U-o S ;: ?ﬁlllion)

% of ‘ % of
Commodities 1947 Total  19L8 Total Main Sources
Rubber and allied gums 256.1  6hos8 -  19h.5  L7.0 Far East
& manufactures
Cacao 7245 18,0 'Qb,u 22,8 est Afriea
Tin 23,2 5¢9 71e8 1743 Far Rast
Wood & savmill products- 6.6 1.7 8,0 149 - West Africa
Raw hides and skins 643 . 1.6 11.5- 2.8 Wlest, Central and
East Africa
Vegetable fibers ,
{mainly sisal) Se3 . 13 3.8 069 East Africa
Ferrcalloys {(mainly
rangancse ) h.5 1.1 L2 1.0 Wlest ifrica
Spices Ll . 1.0 2.h 0.6 lest Indies, Far East
and Indian Qcean
Copper - - 7.0 1.7 Central Africa
Other Commodities 16,0 L.2 . 16 L.O

395 100,0  4lh  100.0

Note: Hong Kong is excluded. -

Source: U. S. Department of Comnercee. Imports f.oebe -
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APPENDIX

THE CURRENCY SYSTEIIS OF THE COLOKTAL
EUPIRE

The basis of the typical colonial currency system is the sterling
exchange standards The local medium of circulation is interchaengeable with
sterling at a fixed rate quite automatically through an authority which
usually has no power to refuse the exchange. Local currency is issued by
the authority on demand against sterling and sterling against local currencys
exchange 1s assured by the authorityts holdings of sterling securities or
cash, vhich are usually in excess of 1007 of the issue. Thus, in effect,
the local currency is sterlings This is only true so long as the fixed
rate is maintained, There is, in fact, no legal rezson vwhy the rate of
exchange should not be changed by the govermment establishing the authority,
whether British or colonial, since it has the right to do so by legislation
or other appropriste administrative actione In practice the chances of any
variation are remotee

The prototype of all the currency authorities is the est African
Currency Board established in 1913, ihis RBoard controls the ecurrency systen
in a group of four colonies: Nigeria, the Gold Coast, Silerra Leone and
Gamblae It is constituted with head offices in London by the Secretary of
State for the Colonies, who governs its regulationse Through comiereial
banks as agents in the colonies, it performs the purely automatic function
of exchanging the local currency for sterling; for this service it exacths
a small chargee. Its sterling assets are well in excess of the total
circulation; there is thus a margin for contingencieses Its funds, apart
from a small cash holding, are invested very conservatively in gilt-edged

sterling securities other than their own, a list of vhieh 1s published
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annually with the accountse Tnvestments yield a substantial income, even
after net running expenses have been subtracted. Only a part is addéd’tp
reserves and the remainder distributed annually as a "dividend" to the four
constituent colonial governments.

The Fast African Currency Board is in almost all respects similar to
the T'est African, even to the point of having several common Board memberse
One practical difference has been the absence of "dividends"; until reoently
its investmént income has been devoted to building up 2 1007 cover for the
cirgulation% substantial losses having been incurred after Vorld Ver I when
the currencﬁ was switched from a rupee basis. In Central Africa, the tHouthern
Rhodesian Currency Board, which also controls’the currency system of Horthern
Rhodesia and Kyasaland, has a somewhat more independent character, befitiing
the self-governing staﬁus of Southern Rhodesias The seat of the Doard is
Buluwayo, its members are appointed by the 1ocei governments and there is a
qertain latitude in disposal of aveilable funds, a small investment in local
securiﬁies being permitted,

In almost all the oﬁhér colonies currency boards or commissioners have
been established, fesponsibie to the colonial govermuents but otherwise opera-
ting on lines similar to the Dast and "est African Boards. In South-Zast Asia
and the est Indies agreements have been or are being reached vhereby one
authority serves a group of colonies, but in most cases the authorities are
limited to a single colony.

There are, however, a number of exceptions to the general rule. The
cover for the local issues in a few colonies is not sterling but other curren-
cies: Tonga and SoloanTIs. (fustralian) and Jritish Honduras (UeSe)s In

others there is no local issue at all, other currencies being the normal
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medium of circulation: Ste Helena (British), Gilbert and Fllice is,.
(Australian) and Aden (Indian). Formerly there were many more colonies
using foreign currencies than there are now, the number of excepiions heving
been steadily reduced; the currency of Sritish Someliland, for example,
has been transferred since the war from an Indian rupee to a sterling
basise

The natural corollary of the sterling exchange stendard at present is
the existence in each colony of some form of exchange control, similar to
if not so complex as the metropolitan control. The issue of foreign exchange
is controlled by a licensing auwthority and 21l foreign erchange e-~rned is
now turned over to the central pool of the sterling areas. This is in most
respects as true of British Honduras with its dollar-backed currency as it

is of the colonies on a sterling bhasis,

Hotes Since the above Appendix is intended to zive only a genersl
description of the "normal® colonial currency system, no
attempt has been made to describe the system in Hong Kono,
vhich differs from the others boith formally and practically
in a number of respects.
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