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Cas I)haufiu. T _ebclose herewith, -
(e-nuuunn s copy of the lutt Minutes of .

. the l.ﬁlll of tlo J.I.A.l. mg: have just received

‘trom W. - G

1 g

g b § -i"oaitiu 4o send these to you, ea;mmn
1;’. .mfp m«"rnl. they.are only dreft =
-u-un."ut 1do nrm-nnq eré 1ikely to underge
“very much chamge. - sl

4 “Yours. ulunxy,

£ © -
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FMSSESR iy Jehs Sandemsn Allen, N.P,  (Chairwap)

C.E .
o .M?, - —
Sir Theodere » K.B.B. -

1t.<Cel, J.Sandeman Allen, ¥.C., M.P.
O.l.hh, 0.B.E.

.hm._ M.G,, C.B.E.

A 2y der, 6.5.5.
%.ln.

R.Usher. (for O, Satney Kaq.)
-I.l-th Sesretery.

nl-.‘on-mworu-ﬂa Mines, 8 and -
il!mth,dtoﬁr

of Agriculture , Who were wnfortunately unable to attend.

M.l- read a letter dated 20th Novewber which had.:

the Uganda Chamber of Commerce, in ascordance
M explaining the difficulties of their suggestion
and the Plamters' Asseciatien should

should esash have &
wiln on the Executive Coumcil.

zl‘l—lntmua vate lekter he had recelved
. 9th November, that he had written to the
Commerce asking







R S =t

views of the Assosis-
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and that tnvest!imtions should

referved 26 e onission of & conversion
of that the vossidilities

lasworth
Loans , but sugreat
-ﬂ‘.nlﬁm,
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unuwuunum
of these ahort Semm m.a‘.-‘x

the Assesiition of
Sovember as follows:-

"In the opinien of the Chambers the Aegree of eo-
operation and co-ordination already seeured warranted
ummuorn—'-w’.u‘nm«-
unifiestion. This should not enly provide very
e

the Nandate and to sasure Just for the
spesial sharesteristics of Kemye

the
tablished by agreement and tredition.”

2096 . AN A U STATION 1
Is reported that of the Sixth Ammmal Repors
-duuluu-:-myur.ulansw had basn peselved
h.mtho“ and frem N.N. Bastern African Dependenc | ss
..

The Chairman referred to his visit te the Amani Statiea
hﬁ--i—dim,ﬂlb--‘hl-rooooﬁ’\nh the \1.‘

m‘&.m-vﬂ»lu undertaken. He sald t :.gu-’
he greatly regretted the abolition of the Empire Marke » o

)
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iments with the new
to the exper {ning twice

with Agave sisalana.
ﬁFﬁ"!‘Tﬂ“ on

Zansibar's markets for cloves were
of the erep, bl#‘lylhb-“l-t
sloves in the waking of cigarettes, while the rest
cthou-!’-tuw-dn.ﬂurwa-uu.v-mm |
partioularly for atstillation, We paferred to the use of glyeel as
. « subatitute for eloves for @istillation, but consifered that If the
o price of cloves remained at a reasonabls level Zansibar would not

>
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'w‘l. He said that the Jovernment of
1d in some quarters, did not wish
cloves, since the importance of maintaining
satisfastory to all concerned was fully
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« Bull, « Findlay said that the question of
profiusers to Indian moneylenders was still
the Oovermment of Zansibar and that no

1
; :
i i,i.
bt

further guestions by Nr. Bull, he sal® that in
been marketcd by a mumber of middlemen, wad
mecessary to bri 1t on to the fm-‘.“-
unit. He sald t the funetiocds of the
fation were to finamce the arop by advansling’
and alsc to s¥ii it on the worla's markets.

;: £
"

I

Mr. ¥ise who asked whether it had besn found
of the Assosiation eompulsory, Mr.
became members when they
Assooiation. He saild that producers
erops, but that it was intended that
assume full control of the induatry.

4
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markets. Major Dale replied that ho
senples from Zansibar and hoped to
the near futurs, and hed nctified the

The Council reee at 1i2.30 p.=.
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Ourrensy in circulationi-

S8ilver Coinage
Broase Ooinage
Curreney Notes

»

Advanoes

Amount due to Royal Mint
for Bronse Coin

'
2,317,940.
268,433,
1,565,293,

8.
12.
1k
15.

'L .“l-

2,875.

7.

2.

&k, 155,282,

LY N

Exelusive of acerued interest, value of office bpildings, streng roeas

~

and offiee equipsent in Bast Africs.

&. ». A
Investaents at nean market price
30t June 1934 687,758. 18. 9.
> —
Balanee of clain against Gevernment of Kenyw 53,933. 8. -
Batfihted bullion value of Bilver in soin
in ¢ireulation and in stoek, less
estimated sost of realisation 948,700, &, .
‘:"
Betinated netal value of Brease coin in
sireulation and in stesk 18,50, ~. .
Cash at Bankers in Loanden 10,365. 8. 1.
Stariing available under the Currensy Loan
Ordinances, 1933, to meet redemptions. 1,5%0,000. -. -,
Balanse mot specifisally covered 1,5306,024. 7. k.
£8,15%,202. 2. 3.
e m (\ G
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On tie 28tn of November tne Times oubluned
ﬂ} 1723

an article by Major Grogan entitled "Colonial é,m(t" '.ka

they should nave done this is a journalistic mystery whic!
we shall probably never solve.

One »osseibility is that their sense ol nygowr
suddenly deserted them snd they did not 86e how fuuny a
it was to find liajor Grogan setting pimself up wg-tge
represantative ¢ the "57,0€C,000 fol:i" ut tihe Cosoniel
Eupire. Another possibiiity is that they did,end did not
wish to keep the public ou® »f so goca a jo«e. IHowever,
most unfortunztely they nave uublisiied tne arvicle and
we muct clearl, examine it in detail.

If one.may v.nture a conjecture, it looks as 1if
the ,cause of these outpourings wae that lajor Grogan's
feelings, are hurt because iie thinks that the Secretary of
State said that lLie wae "uncreditworthy". Ilic doubt he is,
bet actuully Llie Secretary of State said scmethinz cuite
different, that is that the Kenya Government had no
prospect of getting unother loan ip the Londou narket at
present.; This simple statement of fact Las become trans-
mute‘djinme article into an allegation that the
Syécret.ary of ‘State said that the whole Colonial Empire
was ‘"uncreditworr.h:/".

No doubt to liajor Grocgn "Kenyse" and "she
whole Colonial Empire" are pracuically synonyaous terus,
and it was only a momentary lapse into understatement
which moved him in one passage in his articlesto describe
Kenya ac "this one-third part of the Colonial Eknpir'e,"
but the reet of us are not quite’ao single-minded and

dre d\aposed to resent misquotatione offine Seornsry 6}
Stete,' s ds, ) I A e et L 4
‘JBS. 5 . N Sty O" . O‘ . .
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The primary object of the article must,

therefore, I think have been to show that the Colonial
Empire c¢en be made ngreditworthy", but in a queer
muddled sort of way it ranges over a much wider field.

) I think thet it is vossible to distinguish
three separate trains of thought:-

(1) the Colonial Empire is bound-dewn by the
weight of ite external publi—c' debt and mus_t-:arefore
have some alleviation, i

(2) 1erd® néw cepital expenditure is required wnd
raieing the money would be facilitated by the meesu'r!':_

proposed

: (3) en alteration in the exteérnal value of
Colonisl currencies would make profitable productigp
which 4e at present unprofitable,

These main lines of thought require detailed
<= examinatiom, but there are also & numbér of errors anmd
A misstatements in the article which I have dealt with
up;r;tely in an Appendix as they are not directly

relevant to the main argument. .

(1) £ o debt.

There 1. no doubt that ‘Certain Colonial loans

such as the Kenya 6% Loan of 1921, were refsed at a time
when rates of intereet were high and the value of money
in tewms of commodities low, end that the burden of t)ese
loans in terms of gommodities ha® inereased since they
were fipntod. But this ie ineviteble in .Liues when .
values are unsettled. If a country wants capital it must
pay the current ratefor it or g0, yithout, and countries
are seldom willing to go without., Indeed as Ma jor
Grogen's present article shows, thé usual tendency is to

think that capital oxpcndtm, is going te be wuen

Ly ) v ‘- mnore
0 N TR S . Y . P, ;
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more M&'ﬂcial than in fact it'gs gd\ng to be, end - * 4‘

Kenysa settlers havo alv‘ryu bun in tho toro:r'ont in i
p\\lhing forwerd schemes ®or sfiSh expgnditure. loreever
during the-period of low va,luc of money the burden of pre.
-existing debt was for the time being greetly reduced. In
the ‘long run these things probably even themselves out
reasonably well.

But the grticle greatly exag;eratea both the
present 1%ad of the wbluebt of the cﬂ‘-‘@trﬁ.‘
and the dlovimrm.ﬁ“h ich an altergtion in the.retes
of .interedt would give, ‘mﬂy thic debt is noi -pml
evenly, but Major Grogan hes himoo.lpw ;n tarns
of grand totels and by those grand tot.g,a he must’ ‘Be“-!
Judgod.' The total populstion of ttholonicl Emnirt ta -
about 57,000,000 and the total outstumuu pub.Lic dnbf“
about £150,000,000 (Major Grogan's ngwe of £127,000,000
is the net figure of'total outstanding debt minue value
of sinking funds, but the gross figure is tHe relevant
one for the present purpose).

The total amount of public debt per head of @
population is therefore about £2.13.0. against something
over £150 In ith‘ l.fnl‘tod ?ingdom,_wd the annual charge,
“Vaking en average figuré of 5% 1nto.re'e'1: and 1% sinking
fund’(which is probably higher than the actudl) is 2¢.64
per head, ~u against a little under £7 in the United
Kingdom. Even aluumi.né that Major Grogan's prepostero:.}c
suggestions were adopted and that the interest were
reduced to 3% and the sinking fund 5bolilh§d, the
reduction would only be 1s8,.3d, per.head, which cannot
represent more theh a yery smell part of the¥alle of
the annual output tof ﬂn individual inhabitant of the
Colonial Bmpire.

) The
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The figures may also be repreunted’-a -
another way, Asesuming %hat ell ‘the service of the debt
goes out of the Colomial Empire (wt{ich is not entirely “
true) and that it must therefore be met from the exports,
tho'totu annual -ervi’uo of the debt on the essumptions
stated above (5% interest and ‘172 sinking fund on
£150,000,000) is £9,000,000 & year. The total value of
the domestic exports of the C¥lonial Bmpire 1;:;9?’52 wae -

just on £80,000,000. : =

Assumipg then that thé cost of the ac?ﬂ"c':‘p'f B
the loan were halved, the amount of exports which wou%
be reledsed for other purposes would only be aboul N
£4,500,000 or, say, 5i% of total exports.

It is clear, therefore, that the alleviatlen =
would be relatively unimportant . Ou the other hand, the

article ignores what has already been done to reduce the

.v_‘Purdon of Colonial public debt and exaggerates the

possibilities of doing more. o

In order to obtain the lowest possible railes O
interest, a Colonial dovernment is bound to float loans
having a substantial dufation, that is #o0 glU&rantee that
that rate of .intérest sna]:l be paid for a stated verlod.
It so happgns that the loans which have been maturing
during recent years were almost all floated at a time
when the provaiiing rate of interest was low and
therefore that the benefits of paying off or conversion
have been small}) but no opportuniiy has been lost of '
paying off or converting such loens whenever there was
any advantege in doing so.

On the, other hand, apax:t from” one doubtiul
in“agfo in the cade of Newfoundland, no British
Go‘v.t?ueol'_hu ever failed toQ carry out to the letuer

4
' the
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the a@ditions laid down for & steriing loan n@aﬁ:ﬂ in",
thi;‘?oun{rx_\‘qfi ‘h\qciever, g0 far ag I an aware, tried,
to Mo a composition with its creditors and U&“ir &
- exsellent credit is largely based on this fact. l.hjc;r
- ( Grogan talks airily of "o:f-rﬁxé.inducement- to eoﬁ}rt
all current Colonial Empire loans into a copsolidased .

Coloniel Empire loen &t current inﬂhﬁ rl'_oi, but ]
whet such inducements cbuld be offa‘rmMId not ™
cost the Coloniel Emire as wuch as o8 exiatww’n-:-
One induc;.ne:‘c is apparently an abolition And '
appropriation to current expenditure of wil Sir‘.’z’.iﬂé‘:-&‘id
and yet it would be difficult to think of .any more
effective method of destroyins the credit ol the Colon};l
Empire and increasing the cost of its new BOrrowings.
To sum up, lajor Grogan greatly exagyerates®
the benefits to be deriyed from reducing the burde.n of
¥~  the Uolexixig.l public debt and greatly understetes tLhe
difficulties of achieving such & reduction.

2. The need for new capital expenditure.

It is very difficult to discover whatl schcmes
eieed Knee (o Koy~ -
setere  Major Grogan.hes in Mind. But judging by his own words

: /M’/"‘"'

Avmu*‘;f/‘m "for internal conversion to current rates and the

e — e, SAE .

P /4'1]} protection of their agricultural base ‘rom furtie:

— /.7"*"'1‘/"

Lot s destruction"™ we may fairly assume that in the ultimate
4 Lo EE Y A

oy TT analysis it would boil down to nothing more than sucn

proposals as (1) to carry out e large programe of
public works wi.th a view to enabling certein Colonial
goods (chiefly from Kenya) to be brought to the marxe.
at a cheeper rate than at preseat, thip rate buing Lelow
the cost of the services provided and the %bal nce of ‘e
charge being borne by ghe community at large and (2) to
borrow & large sum of m.;n‘.l],';o relend to_ﬁat&.‘era‘r& a
v N
low O

ok e

’ r .
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conditions of the money markets, be the least difficulty

‘e : 4

\

T
low rate of 1n\;;'cst to enalle phem to pay \o'ﬂ;‘ mom‘.g&gt‘a‘
éuryfng a higher rst@-of interest. o
“ It seems to me vexy doubtful whether either
of thm propositions would S/e sound Colonial finance
and there is no reason %o uuppou that yhe public in
this country, who are after all the ultimate lenders,
would regard them as sound prgyositwgs‘to put their —
money into. Certainly they would not lend 31eFoney at
all if there were not uttsfactqrjﬂr’ikfﬁg-fnnﬂ PP Y
arrangements anz 1f there h 4 been any suggestion of
séaling down pre-existing retes of interest, for all
feeling of security woul-d have disappeargd.
My own conclusion is that there are few, if
any, sound schemes at present existing in the Colontel
Empire, which require capital expenditure, but that, if

they do exist, there will not p€, in the existing

in raising the capitel required for them al very
cheap rates without resorting to any of .ajor Grogan's
questionable proppsals.

-
(3) i "4 currencie.

This is a very old hobby-horae of uajor

“Grezen's and 1 cannot sufficiently regret that the Times

should have afforded him an opportunity to give it
another airing.

The proposal is to reduce the value of cerftiai
Colonial currencies in terms of sterling.

The idea of maxing this proposal is
.;parontly no more than that th; primary producer wil.
be enabled thereby to get more of his curr%ney in

return for ."givoq quantity of goods and © .erefore will

R \ ) D Lave




have more money left for himself gfter he nas paid his
fixed charges, but it is coumplicated Ly some vague

jdes that an alteration in the exchange retios would

by som.%magical process raise the noney price of
prlmryjproduota without affecting tne prices of ot.er
commodities or of services. The argumen:._ t.at tois
would injure the recipient of tne*fixed crarges us wuch
as 1t would help the primary producer qgurd%be co;i}erud

by saying that the giarges were fixed at u the widh™ "

money was worth less in terms of poods and t erefore thay .
-

the q°btarw111 pay end the creditor recclve tie same
amount in terms of goods as ie did when tne crarges
were first fixed.

But this is really based on a whole serles
of unjustifiable hypotheses. In the first place it is
guite wrong to esoume that charges were fixed at any on®
date; sowe were fixed et one lime aud soue at anctaer
and so far as sucih things as wagee are included L. the
term 'fixed charges' tnere s little doubt trct tiey
have been pretty constantly amdjusted in s dOWnward
direction as the purcissing power of uone) L&8 increased.
Apart, therefore, from the lact tht it would iz
practice be impossible to fix auny cenerally acocpluble
datum line as that with reierence to widch the currency
should be devalued, & sudden devaluation of this xind
would oreate far more anomalies and injustices t.an it
remedied.

Another misteke is to suppose that "fixed

charges" are of any great lumportance in vké economic

1ife of the greater part of the Colonial L:ipire. ..o
doubt
;\
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doubt to the Xenya settlers, to some sugar-planters
and even to some peasants in areas where the Indian,
or other, money-lender is a feature in village 1life,
the size of the mortgege on the estate is the principal
economic factor in their lives; but to the ordinery
Peasant producer in the great hinterlands ef :supire,
of which Llajor Grogan speaks so :»ecli.t ly, the tapk
long-term fixed charges is meaning lesss %o doubt
most peasants borrow mwoney from time Lo tine, out it

is difficult to believe that tinkering with tne

exchange rates would have any eppreciable sffect on the

burden of these debts.

On the other hand thre objections to

gratuitous and arbitrary interference with the currency

systals;of the Colonial Empire &rs too numerous and
obvious to require statement.
To sum up the case for upsetting these

currency Bystems is quite inadequate.

ALY
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Observations on points of detail in

Major Grogan's article.

(1) The history of East African currency after

th s - o
e war, = - = o~

As I am not pﬁ{ﬁoa;a.lly acqueinted-with _t_he :acta-
I refrain from comment 1iu '{c?[zﬂ,,mt my impression
=
is that the account is guite af u * QR8s It is at

o e
any rate disingenuous to mention the fixetion Qf the
-

rupee at 2s8. instead of 1s.4d. without mentioning that.
-

— ]

the sffective rate at that dete wes dver 2s., and o~
soomn after!ard: rose to about 2s.9d. -
The words "(hus 8ll rents seespesscecinnsinnne
weré increased 50 per cent agalist f’vze debtor" are of
course ridiculous. The debtor ow.ed. say, one rupee; -
at that time the rupee was worth about 2s.; all the »
law did was to reexpress his debt in other terms,
it made no difference whatever to the burden of that
dobt. in terms of commodities, whioh is the oriterion
by which Major Grogan judges these things. Indeed
if the debt was & pre-war ome, its. commodity emount was
appreciebly lower than it had been when it was first
incurred; but "commodity currency" enthusiassts never
suggest increasing the money amount of & debt in suoh |

circumstances.

(2)  The commodity eterling price-level fell

.................4-.‘.--. e

Major Grogan has of couree picked th? point
of maximum deprecistion of sterling in terms of

“dommodities.
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Observations on points of deteil in
Major Grogan's article.
¢ (1) The history of East African currency after
the war. "
As I am not personally acqueinted with the facts . =

-

I refrain from ogmmant 1in delafil ’ut my impressioun
is that the account is quite an unfeir one. It is ati:’_’

any rate disingennous to wention the fixetion of the -
rupee at 2s. instead of 1s.4d. withoul wentioning that
the sffective rate at that date wes over Zs. and
soon aftervard: rose to about 2e.9d.
The words "thus 8l1l rents ...cieeersncnannnnns
- :eré increased 50 per cent against the debtor" are of
course ridiculous. The debtor owed, say, one rupee;
. at that time the rupee was worth sbout 2s.; all the
law 4id was to reexpress his debt in other terms,
1t made no difference whatever to the bufden of that
debt in terms of Coffddities, which is the criterion
by which Major Grogan judges these things. Indeed
if the debt wes & pre-war one, its commodity amount was
appreciasbly lower than it had been when it was first
incurred; but "commodity currency" enthusiasts never
suggest incressing the money amount of & debt in suoch |

circumstances.

(2) The commodity sterling price-level fell

.
D I T I T IR A S S 1

Major Grogan has of course picl;ed tb9 point
» of meximum deprecistion of sterling in terms of

‘6ommodities.
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commodities. His ltatemant tr,a.t the burden of debt
on g1l primary producing countries ngs incressed
threefold (or twofold, Mafor Grogen Seens undecided
whick figure to take) since 1t was contracted is true
only in regard to the small proportion of new debt
incurred during thet period; as regerds debts incurred
during that actusl pericd i¥ is true of 211 countries,
not only of primary producers. , -

The gvpgeetion that the purden of 18Y¥ o1

primary producers has been inoreased 10 fold sinee 1922
is patently untrue. If 1t were true, the ourden of
debt at that time could not possidly hiavé Leen moreé
than 105 of totsl production end ought to have been >

considerably less say 5. nhis seoms incrgdible.

~

1t is quite untrue to say thet shipping

line end railwey charges end Civil Service salaries

remain at the level at which they were in 1920,

(3) "The euthority that controls price-level

"
esesevrescdesssssssssns

There is novnuoh suthority. _Price<level is
= L4

not an sctualify Bt e methematl cal conception which

can be veried at the will of the individual DOy gltering

the prices included and the reln'tive welprnts ettacned
to them. The velues of commodities in terms of one
another are constantly varying; the position of the

individual primary producer depends on tue nature of the

commodities he produces and those e réaquires.

(4) "Some provision snalogous %o that in the

Dawes Loan". 5

¢




"I'bave not the least ides what this upans.
" There is no provision for verying the interest on tha
Dawes loan by reference to a commodity-price-level.
(5) M@ +evensesessssonad loans distributed
among us on terms and in circumstances decided by
London without reference to us".
This 18 & §ro¢‘.4:raveaty of tr..'u
"more than t¥Wice the'in:s‘e' of QuT 90ds. iw
sufficed when the loans were aistributed". =
Thie statement would g_é’a;ot _degi‘gf
proving. in detau although there igmDio douh.Ltln
has been some inoreese -in the pn,ylkoal burden U‘}tfoh&
in all countries. S0 fer as lndivldual holders dﬁ;
loans are concerned, however, the posttion is p\robnbly
«8 broad as it is long, gince the tamation on
interest has increased in the‘sa.me proportion -to
provide for the increased service of the dn;t.
(6) "In many of these dependencies the whole »
export is asbearbed e I
- This statement is gatently gbsurd. Overseas
charges ‘are only & small proportionm of total
government expenditure.” In 1932.there were only
- geven Dependencies in which total government axpenditur
exceeded the value of exports. Three of them,
Somalilend, St.ielena and sritisn ionduras were in
receipt of grantse or loans-in-aid which were
certeinly much in excess of the overseas charges.
The four rema.lnixig Dependencies, the Straits, Lalta,
Bahamas and Bei'muau have an economie structure based
not on primary production but on the rendering of
/

,Bexvices .|
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services (emtrepdt trade, tourist traffic, services

’tg the armed forces ets.) and the fell in the prices
q

of primsry products has therefore made 1ittle differcnoce

to them. - )
(7) ".Iﬁ;n the Jipmesq................to refrain
from this relief".

This is singularly ungrecious of A;‘.}jor srogan
since Xenyes has done almost nothif to weep out
Japanese goods,

(8) "The reduoktsn of vast uuuoers ol our

peoples to unbelievable destitution” is of course 8

grotesgue exaggeration.
nhe only precise figure 7nich can be iven

is that the exports of domestic products o t:ue
Colonial Zrpire in 1932 were valued at about 260,000, u00
or & little less than 308. per nead of populatian,
but.tnis indicates that by fer the greater part of tuu
production of the Coloniel Lupire is for t.e co:xsu:;.pi.ou
of the producer nimself and his ‘exily or for imternal
trade, and this has been very 1ittle affected by tue
£a11 in the value of primary comsodities in feris of
sterling. B X

(9) "Every primary producing country except the
Colonial =Zmpire amd Ipaia”.

' Actusally the currency of the Dutcu .ast .uales,
the principal rival of the Colonial smpire, has
appreciated in terms of sterlin,, 8o has the currency
of the gold block. The currency, of South Africa,

Cenada, Lgypt and the United Stated’ of America has

. remained prsctically st s par with sterling.  Che

principal




-

principal countries which have depreciated their
currency are Lnltralia, New Zealand, Denmark and
South America. They d4id it vecause they could not
help themselves.

(10)  "There are of course technicel difficulties

"
D I I —

The whole of tHis paragraph ie 31l of
confusions of t\hcnght which it wartd take toz; long -

-

to disentangl~ in detail.

—

On "price level".-sgee (3) above. ~£"¢:

(11)  "Interne oine obligations of citizems”
18 not a bad description of Kenys, but surely

Major Grogan meant "internal".

r

~,



