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EDITORIAL NOTE

SoME surprise may be occasioned by the inclusion of a volume
on the trade of the Indian Ocean in the University Geographical
Series. The inclusion serves to demonstrate two things—first,
the place which modern geography should occupy in the
intelligent study of industry and commerce, and, sccondly, that
the mass of official statistics of production and ’orade finds its
rational interpretation on a geographical basis, a sci )ce which
has been called geo-economics. It is significant ythat those
who use the prescnt volume in preparation for"ithe London
degree of B.Com. will probably be those who, in their previous
years, have been nourished on the Intermediate Commercial
Geography.
.. D. S.
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INTRODUCTION

By A. J. SARGENT, M.A., Professor of Commerce
in the University of London

A Book should possess a certain unity of substance or plan.
Confronted with a title such as the Trade of the Indian Ocean,
we are entitled to ask on what grounds are the many contrasted
parts of this area included betwecn the covers of a single
volume ? It contains within its circuit the most varied types
of people in different stages of economic development. This is
true even of peninsular India, and still more true of the eastern
and western margins of the Ocean. Though the influence of
India proper, working through past and present trade and
migration, may be regarded as dominant, this in itself is not
a sufficient basis for unity. Where, then, is the justification
for treating as a whole regions lying thousands of miles apart ?
It is to be found, perhaps, in the presence of a common factor,
and that factor economic rather than political. Down to the
present time, the whole area in its modern development has
depended on European capital and ultimate economic control.
It is true that such capital has been invested in many other
regions, and the plantation system is not peculiar to the Indian
area ; but the elaborate organisation of production and trade,
financed from Europe but controlled effectively by Europeans
on the spot—the whole system of managing agents and its
methods—is sufficient to mark off, economically, the Indian
Ocean from the rest of the world. On the physical side, the
basis of unity is, and always has been, the sea, and this remains
true in spite of the modern development of railways.

There is, then, good ground for the treatment of the region
as a connected whole ; but how is it to be studied for utilitarian
purposes ; what kind of information is needed and where is it
to be found ? Accurate knowledge is impossible without

statistics, and official figures are available in vast quantity.
xi



xii INTRODUCTION

In them we find a mass of details, but the background is that
of particular political units—merely the raw material of a
picture of the trade of the Ocean as a whole. Not all are artists
enough to assemble and interpret the pieces of the puzzle, and
here we must rely on our author. We look for and find a
background of geography and history, interpreted in the light
of personal knowledge, carefully adapted to the purpose of the
book, which is mainly utilitarian.

Trade, industry, and agriculture are all parts of an economic
whole  Changes in industry and agriculture, or changes in
economic policy, affect the form and direction of exchange.
These wider problems are touched on in various chapters, and
the book is a guide to further inquiry, for which it contains the
necessary indications. We are thus left with the mecans to
approach the ultimate problems of comparative trade and the
future of competition, the solution of which is necessarily the
aim of all utilitarian investigation, official or otherwise. The
author in the following pages has given a summarised view of
the trade of a large and important natural area, and a basis
of inquiry of a kind that is usually denied to us in official
publications dealing with individual tracts.
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THE TRADE OF THE INDIAN
OCEAN

CHAPTER 1

THE ECONOMIC CHARACTERISTICS OF THE
TRADING AREAS OF THE OCEAN

. INTRODUCTION.

. THE EcoNoMic CHARACTERISTICS OF INDIA AND CEYLON.

. THE EcoNoMIC CHARACTERISTICS OF BRITISH MALAYA AND OF THE
BriTisa EAsT INDIES.

. THE EcoNnomic CHARACTERISTICS OF THE DutcH EAST INDIES.

. THE EcoNomic CHARACTERISTICS OF PERsIA, IRAQ, BrITisSH EAST
ATFRICA AND MAURITIUS.

(SN
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1. Introduction.

THE object of the following pages is to give a brief account of
the present-day commerce and commercial problems of the
Indian Ocean. The attempt will be made to account for, as
well as to describe, the nature and extent of the existing trade,
and to distinguish the outstanding commercial tendencies and
potentialities of the principal areas concerned. In order to
achieve this end it is necessary not only to interpret present-
day trade statistics, but also to consider the economic resources
and organisation, the political and administrative conditions
influencing trade, and even (to some extent) the history of
each of the more important trading areas of the Ocean.

At first sight the attempt to analyse in brief compass the
commerce and commercial problems of the whole of the Indian
Ocean appears over-ambitious. Not only is the Indian Ocean
one of the greatest trading areas of the whole world, but its
social, political, and economic conditions are exceptionally
complicated and diverse. In order to limit to some extent
the scope of these pages, the trade of South Africa and of

Australia (although the latter countries border on the Indian
1 B



2 THE TRADE OF THEjINDIAN OCEAN

Ocean) will be excluded from any but purely incidental con-
sideration.! Even then the regions to be described include
the contrasts and diversities of the vast and varied expanse
of the Indian Empire (including Burma), with its ancient
civilisation and commerce 2 ; the * nouveaux riches >’ Provinces
of the Malay Peninsula ; Persia; Iraq—the reviving survivor
of the long-lost civilisations of Mesopotamia; and the
potentially important, but as yet only slightly developed,
colonies of British East Africa.

To deal in detail with each of these would be an impossible
task, but, when the trade of each separate area is considered in
relation to that of the Ocean as a whole, it appears that the
trade of India, British Malaya, and the Dutch East Indies,
accounts for 86 per cent. (by value) of the total trade originating
or terminating in the Ocean.3 Moreover, this trade is not
distributed evenly amongst a large number of commercial
centres, but is, to a great extent, concentrated upon a relatively
small number of large ports, which are situated upon one or
two outstanding trade routes. Attention, therefore, can be
directed primarily towards the great routes and first-class
ports, although ultimately an explanation of their trade
involves understanding their hinterlands.

The political divisions and chief ports of the main areas of
the Indian Ocean are shown in Fig. 1 (Frontispiece), and their
general statistics in Table I (p. 235). In the latter the order
adopted is that in which the various regions would be visited
by a traveller making a periplus of the Ocean, starting from
Aden ; i.e. Aden, Iraq, Persia, India, Ceylon, British Malaya
(and British territories in North Borneo), the Dutch East
Indies, British East Africa, and Mauritius.

India stands out as of paramount importance as regards

1 So, also, will the commercially unimportant areas of Arabia and of
British and Italian Somaliland. Portuguese East Africa and Madagascar
will also be excluded, on the ground that they really form part of the economic
region that centres upon South Africa, and the Anglo-Egyptian Sudan,
because its trade and general economic development are more closely con-
nected with that of Egypt than of the Indian Ocean.

* Evidence has recently been discovered at Harappa (Punjab) and Mohenjo-
Daro (8ind) that an advanced stage of civilisation and extensive trade existed
in India some two to three thousand years B.c. (cf. the Illustrated London News,
Sept. 27, 1924, Oct. 4, 1924, and Jan. 7, 1928 ; and the T'imes, Sept. 24, 1926,
Feb. 26, 1926, and Jan. 4 and 5, 1928).

3 This excludes coasting trade, and the trade that traverses the Indian
Ocean without either originating or terminating there.



ECONOMIC CHARACTERISTICS 3

both area, population, and total trade. Next in commercial
importance (though not as regards area and population)
come British Malaya and the Dutch East Indies. We shall,
therefore, rapidly review the fundamental factors influencing
economic development in general, and commercial develop-
ment in particular, first in each of these three predominant, and
then in the less important, regions of the Ocean.

2. The Economic Characteristics of India and Ceylon.

India, by which we denote the Indian (until recently called
the ““ Native ”’) States, as well as the Provinces of British India,
consists of a vast sub-continent of no less than 1-8 million
square miles (1,163,604,000 acres), of which 1-09 million square
miles are in British India (7.e. are under direct British Rule).
The whole of this land mass (and Ceylon) lies north of the
Equator, rather more than half lies north of the tropic of
Cancer, whilst the most northerly part is in the same latitude as
Greece, South Italy, Lisbon, Washington, San Francisco, and
Yokohama. The Indian Empire includes within its borders
the greatest variety of physical conformation and of climate,
from the ever snowy Himalayan mountain hilltops, the alluvial
river plains of the Ganges and the Indus, and the desert of
Sind, to the arid Deccan plateau and the everlasting hot-
house of the extreme south and of the coastal strips of the
Peninsula. India’s total population amounted (at the 1921
census) to no less than 318-9 millions (of whom 247 millions
are in British India 1), and contains greater diversities of race,
language, religion, and social organisation than are to be found
in any comparable country, or even continent. Hence the
first great economic characteristic of India is its immense
range of products, and of conditions and problems of pro-
duction. Economically, although not administratively (and
therefore not statistically), Ceylon may be considered as an
extension of South India.2 Apart from British East Africa

1 This compares with a population of 105 millions in 1920 in the United
States, the latter having more than double the area of British India.

2 For the general statistics relating to Ceylon, see Table I. In using
Indian statistics care should always be taken to note whether the figures
refer to the -whole of India or only to British India. In many cases the
statistics for Indian (¢ Native ’’) States are less complete and accurate than

for British India. This distinction can be ignored for foreign trade statistics,
as all the ports engaged in extensive overseas trade lie within British India.
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(which has a total area of over 1 million square miles, but is so
backward economically, and so lacking in communications,
that it is in no way comparable), India is the only large land
(or * continental ) area within our survey. British Malaya
and British Borneo, and the Dutch East Indies consist of a
narrow peninsula and of islands lying entirely within the
tropics, on (or quite near) the Equator, and therefore have
considerable climatic and productive uniformity.

Up till the middle of the nineteenth century the great size
of the Indian Peninsula, and the consequent difficulties of
communication and transport, prevented the development of
either a large internal or a large foreign trade in the necessities
of life. Trade was limited in the main to articles of high value
in relation to bulk, such as the precious meteds (which have for
many centuries been largely imported by India) and manu-
factured good igh quality. In the middle of the nineteenth
century the construction of railways in India began, and by
the end of the century main lines had been completed through-
out the length and breadth of the land. The railway net,
together with the introduction of steel steamships (especially
after the opening of the Suez Canal in 1869) revolutionised
Indian trade. The whole inland area was  opened-up ”
from the economic point of view, commercial crops mﬁwﬁ
specifically for export—Indian prices for staple products were
influenced by, and approximated to, world prices, and foreign
(as well as intgynal) trade increased in-size and value by leaps
and bound /S/’

By 1925-26 there were 38,579 miles of railways open to
traffic,! mainly Government owned, and to a great extent also
under direct Governmental management. The great bulk
even of the lincs not under direct Governmental management
are under a considerable degree of Governmental control, as
regards both finance and administration. Since the beginning
of this century the railways have normally brought in a con-
siderable net revenue to the Government, which of recent
years has amounted to over Rs. 5 crores 2 per annum. The
Railway Board has recently been placed on an independent
footing, with a separate ‘“ Railway Budget,” the policy being
to enable a ““long-view ” to be taken of railway construction

1 Cf. Fig. 3, p. 5.
2 (f. Table IL, p. 236. A lakh is 1,00,000, and a crore 1,00,00,000.
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6 THE TRADE OF THE INDIAN OCEAN

and administration, and—after assuring the Government of a
steady income from the railways—to use any surplus profits
for the increase of facilities and cheapening of transport. The
chief deficiencies of the system are the lack of branch and
feeder lines in certain areas, and the existence of a ‘ mixed
gauge ”’ system, which prevents or hinders through-traffic
in certain cases.! Controversy still rages as to whether or
no the whole system should be nationalised and so brought
under completely unified control. The present policy is for
the Government gradually to take over direct management of
the lines which it owns, but which have in the past been
managed by private companies. '
The second great factor influencing economic conditions in
India is the peculiar nature of the_ rainfall. Agricultural
production throughout almost the whole country 2 depends
upon the South-West Monsoon, which prevails from the end
of May (in Ceylon) or early June, until September or October.
India, therefore, has clearly marked wet and dry seasons, and
many areas have an extremely variable and uncertain rainfall,
and hence suffer from more or less periodic crop failures.?
Burma has marked seasons, but over much of the country,
excepting only the Central Dry Belt, the rainfall is good, and
the country rarely suffers from widespread droughts.4 Around
the terrible famine problem has centred the greater part of the
economic activities of the Government in the past. This
problem is lacking in most of the other regions of the Indian
Ocean, except in parts of British East Africa.5 In Malaya and

1 Cf. Fig. 3, where a distinction is shown between broad- and narrow-
gauge lines. In 1925-26 there were .18,932 miles of broad gauge, 15,873 of
meter gauge, and 3,774 of still narrower gauge lines.

2 South-East Madras and Ceylon receive more rain from the North-East
Monsoon in October, November, and December, than from the South-West
Monsoon, and a certain amount of rain falls during the winter months in
Northern India (due to shallow depressions passing from west to east), and in
Bengal.

8 In order to obtain an idea of the distribution and uncertainty of the
Indian rainfall it is necessary to study carefully the maps showing seasonal
rainfall (cf. for instance, the last volume of the Imperial Gazetteer). The
areas of ‘‘uncertain rainfall” are (approximately) those with an average
yearly rainfall of 10 to 40 inches. The Famine Report of 1880 gives a series
of maps showing the areas subject to drought.

4 Burma is included politically and statistically in British India, but
geographically and economically forms a distinct unit. It is not yet con-
nected by rail with the rest of India.

5 Cf. 8. 5 below.
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the East Indies the rainfall is not markedly uncertain,! as the
north-east as well as the south-west winds are wet, and a high
rainfall and tropical heat prevail throughout the greater part
of the year. In Iraq, the total rainfall is in most districts so
slight,2 as also in Sind and in other parts of Northern India,
that agriculture is always dependent upon irrigation. The
greater part of Persia has an average rainfall of only 13 to
14 inches per annum, whilst some of the central and south-
eastern districts have an average of only 6 inches per annum,
but the fluctuations in the rainfall are not nearly so great as
in India.3

Agriculture is the main occupation of the bulk of the people
in all the lands of the Indian Ocean, and everywhere, with the
important exception of India, the great mass of the exports
consists of one or two staple articles, which are usually either
plantation or forest products, or minerals. on the
other hand, is remarkable on account of the heterogeneity of her
resources, products, and exports. The latter include not only
foodstuffs (mainly rice, wheat, and oilseeds), plantation products,
raw materials (principally cotton and jute), and minerals, but
also Tactory products, in particular manufactured j cotton
goods: ¥ Hence India stands alone (in the Indian Ocean) as a

great centre of diversified production and trade. Moreover,
although her existing trade is far greater than that of any of

the other areas, the potential expansion of her trade is no less
great, as her total population is so vast and her trade per head
still so low,5 that even a very slight rise in the productive
powers and standard of life of the masses would offer an
immense field for the extension of the exports and imports of
the country.6 :

Obviously political factors have greatly influenced Indian

1 In British Malaya it rains at certain hours (which are closely predictable)
on perhaps 200 days in the year.

? The average rainfall of Basra and Bagdad is 90 inches.

3 The Caspian watershed and coastal districts and the Urmia basin have a
higher rainfall.

4 Cf. Figs. 4 and 5, pp. 8, 9.

& Cf. Table I.

¢ This expectation is not, to my mind, jeopardised by the probability
that she will eventually become (owing to her nationalistic aspirations and
recently adopted protective policy) an essentially ‘¢ self-sufficing ’ Empire,
comparable with the United States. Her present trade per head is so small
that any tendency towards increased productivity and prosperity will certainly
entail an increase in foreign trade, no matter how rigorously protection is
enforced.
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production and trade. The assumption of territorial
sovereignty, first by the East India Company (from 1765
onwards) and then by the Crown (in 1838);Ted to the building
of public works, in particular of irrigation canals and railways,
which enabled particular areas to specialise in suitable crops
and greatly stimulated foreign Q%i?) Here it is only possible

100.000acres
o Rice

o Wheat

a Millets

Fi¢. 4.—India: Food-grains,

to indicate briefly the main influences of political and adminis-
trative factors on Indian commerce at the present day. An
extremely large proportion of India’s foreign trade is still
carried on with Great Britain 2 (owing partly to the political
connection), and much of the remainder with the Continent of

! Cf. L. C. A. Knowles, Development of the Overseas Empire.
* Cf. Fig. 16, p. 73,
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Europe and the United States, and in consequence it consists
to a great extent of the exchange of Indian foodstuffs and raw
materials for the machine-made manufactures of the West.
This type of trade was, until recently, fostered by the enforce-
ment in India of English free-trade principles. Under the

1925
® Cotton Production
10,000 bales
° Jute Production
100,000 bales

o Coalfields
X Oil Fieles
A/ron Ore
Tec Factories ] Manganese
Rice Mills 1) Teaw Plantations
Engineerng = Rubber %’(Zn%ition,s
Railway and Tramway WNork — ] mit Lbs
Jute Mills ]Pres]ses + 84 Aydz-etectr-ic,
velopment
Cotton Spinning & Weaving [gb"m—ing& Bolin 91
M T T T

o 100 200 300 400 ., 500
’000 persons employed in Large /ndustrial Establishments 1925

Fia. 6,—India: Raw Materials, Industries, and Plantation Products.

Reformed Constitution (introduced in 1921), giving British
India a partial measure of self-government,! the principle of

! The system introduced in 1921 is known as ‘‘ Dyarchy,” because it
divides all Governmental functions into two classes, one of which consists of
the ** transferred subjects ” which have been handed over to Ministers respon-
sible to the Provincial Legislatures. The latter have an elected majority.



10 THE TRADE OF THE INDIAN OCEAN

“fiscal autonomy ” has been admitted, although not yet fully
translated into action., A policy of *discriminating pro-
mlevelopment of industries should be
assisted by protective tariffs and other appropriate measures,
has been adopted,! and it is to be expected that in the future
every possible means will be tried of assisting India to evolve
3 better balanced economic system.2 In the future, therefore,

dian fiscal policy will not be influenced directly by the ideals
of Lancashire or of any other group of European merchants,
but the Indian market will have to bg gai tained by
merit, convenience, and persuasion-

Apart from the direct influence of the political connection
with Great Britain, the indirect influence exercised by European
traders and capitalists on the nature, direction, and organisa-
tion of Indian trade has been of paramount importance. The
greater part of India’s foreign trade is still conducted and
financed 3 by FEuropean (mainly British) merchants.4 It
therefore stands to reason that the greatest developments have
taken place in directions that appeal to European interests and
ideals.

Ceylon remains a Crown Colony, with a Legislative Council
containing an elected element, and the dyarchical form of
Government has not been introduced.? Plantation industries

1 Definitely ‘‘ protective  duties have, so far, been practically confined to
to the steel industry (since 1924), but the * general ” tariff of 15 per cent.,
and various ‘‘ special >’ tariffs at even higher rates, undoubtedly have some
protective effects, although imposed for revenue purposes. (Cf. the Tariff
Schedules in the Statistical Abstract for British India or in the Annual Review
ef~the Trade of India. Cf. Chap. 11I, pp. 94, 95.)

? ‘ Better balanced ” in the sense that industrial will no longer lag so
far behind agricultural production.

3 By the Exchange Banks, which are branches of great corporations
whose headquarters are established outside India (cf. C. W. E. Cotton,
Handbook of Commercial Information for India).

4 These European traders in the main confine their activities to the import
and export trade, leaving internal trade to the numerous trading castes of
India. Similarly, except in the jute and plantation industries, Europeans
have taken little part in actual production within the country, and there has
never been any extensive settlement by, or alienation of land to, Europeans in
India. There are to-day, including women and children, only 200,000 Euro-
peans in India. Of these less than 60,000 are in the Army, about 4,000 are in
the Police, and 3,432 are employed in the various Civil Services, including the
Indian Civil Service, the Medical, Educational, Agricultural, Veterinary and
Forestry Services, engineers employed by the Public Works Department and
railway administrators.

& The Report of the Special Commission appointed to inquire into the
working of the Ceylon Constitution has just been issued (Cmd. 3131, July 1928),
but no action has yet been taken (cf. Iimes, July 17, 1928).
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are of paramount importance from the point of view of foreign
trade, the principal exports being tea, rubber, and coconut
products.!

3. The Economic Characteristics of British Malaya and
of the British East Indies.

British possessions in Malaya and the Eastern Archipelago,
whose total area (including British Borneo) 2 amounts to
128,209 square miles, with a population of 4-2 millions, fall into
the following four groups : 3 ,

(i) The Straits Settlements : including the Island of Singa-
pore,* the Island of Penang (together with Province Wellesley
on the mainland opposite Penang),5 the islands and territory
of the Dindings, and Malacca.6 At first these territories were
governed from India, but in 1867 they were united govern-
mentally into the Crown Colony of the Straits Settlements.
Their economic essence is to be found in the position of Singa-
pore as the doorway between the West and the Far East. This
key position, together with the traditional free port 7 policy
that has been followed, has made Singapore (and to a lesser
extent Penang), the great entrepot of the whole of the Eastern
Archipelago.® The Straits Settlements themselves are merely
coastal settlements, having no Hinterland of their own, but
since the end of last century they have obtained a tremendous
commercial impetus from the marvellous development of the
Federated and Non-Federated Malay States.

(ii) The Federated Malay States: consisting of the three
States of Perak, Selangor, and Negri-Sembilan on the west,
and of Pahang on the east. British officials, called

1 Cf. Fig. 6, p. 11,

2 The Products and trade of British territory in North Borneo are similar
in kind, although greatly inferior in quantity, to those of the Malay Peninsula,
and can therefore conveniently be considered at the same time.

3 Cf. Fig. 7, p. 14, and Table I.

4 Singapore was purchased in 1819 (from the then independent State of
Johore), to the great disgust of the British Government, by the famous Sir
Stamford Raffles (cf. R. Coupland, Rajfles).

5 Penang was purchased in 1786, from its Malay ruler, in return for the
promise of protection against the Siamese.

¢ Malacca came permanently under British rule in 1824,

7 ““ Free,” that is, to the shipping and merchandise of all countries.

8 All the ports are ‘‘ free,” but only Singapore and Penang have a large
foreign trade.
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“ Residents,” were appointed in these States to ‘‘ advise ’ the
Native Rulers from 1874 onwards.! Gradually an extra-
ordinarily efficient administration was built up, and in 1909 a
Federation was formed.2

(iii) The Non-Federated Malay States: consisting of
Kelantan and Trengganu on the east, Perlis and Kedah on the
west (to the north of Perak), and Johore in the south. The
first four of these States placed themselves under British
protection in 1909 and Johore followed suit in 1914. 1In each
there is a British adviser, who is a member of the Malayan
Civil Service, and is in a position to exercise control over
general administration.

(iv) The British territories of Bormeo : i.e. British North
Borneo, Brunei, and Sarawak, over which British Pro-
tectorates were declared in 18883 and a number of small
islands in the Archipelago.

The British East Indies are at present commercially
negligible, and the Non-Federated States are still at an early
stage of development, but it should not be forgotten that fifty
years ago the whole of Malaya (except Singapore) was equally
backward.# The great commercial romance of the last four
or five decades has undoubtedly been the wonderful blossoming
of the F.M.S.5 The Non-Federated States and the British
possessions in North Borneo have a similar climate, much larger
arca, and in some districts equally good resources, but the

1 Perak was placed under British protection in 1874, and the other three
States followed this example soon afterwards.

? The Government of the F.M.S. is presided over by a High Commis-
sioner, who is also the Govornor of the Straits Settlements. Under the
High Commissioner, whose headquarters are at Singapore, is the Chief Secre-
tary to the Government, who resides at the Federal capital, Kuala Lumpur
(Selangor). A Federal Council, comprising the native rulers and their British
advisers, and representatives of the planting and mining interests as well as
of the general community, passes enactments and considers the Budget. In
each of the four States there is a British Resident to advise the Sultan, and a
State Council composed of officials and of unofficials representing important
interests (cf. British Malaya, issued by the Malay States Information Agency,
67, Charing Cross). For a succincet review of the constitutional position
on British Malaya, see the 1%mes, June 1, 1927.

3 British North Borneo and Brunei were acquired (at different times) by
the British North Borneo Company which was incorporated in 1884. Sarawak
was acquired by ‘“ Rajah Brooke ”’ in 1842, who eventually also sought formal
British protection.

4 At this time there was only one white man resident in the interior
between Singapore and Bangkok ! (cf. British Malaya, issued by the Malay
States Information Agency).

® The history of British Malaya is brilliantly depicted by Sir Irank
Swettenham in his British Malaya.
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point of rapid development has not yet been reached.! There
appears, however, no unanswerable reason why some of their
1 ““ There are huge areas, as good in point of soil as any in Malaya, in all

these States > (i.e. in Pahang, North Johore, Kedah and Kelantan), * and the
only obstacle to their development is the lack of roads” (T'imes, * Trade and
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present difficulties (such as lack of communications and
scarcity of labour) should not eventually be overcome by
methods similar to those already adopted in the F.M.S.

Engineering Supplement,” April 17, 1926, p. 94.) In Pahang the F.M.S.
(lovernment has already planned a comprehensive road programme.
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Before it was partially opened up by roads and railways,
the whole of the Malay Peninsula consisted of one great tropical
forest, which covered alike the mountain backbone that
traverses the country (towards the western side) from north
to south, the coastal swamps of the west, and the gentler slopes
and plains of the east.! About 70 per cent. of the total area
is still forest, as compared with only 12-9 per cent: in India.2
Moreover, the peninsula is naturally difficult of approach ; on
the west mud and mangrove swamps fringe the coast,?
whilst access to the east is hindered by sandbanks and
surf.t  There are numerous rivers, but they are of little use
for commerce or transport on account of their rapids and
shallows.

The North-East Monsoon brings the heaviest rain, as
Sumatra shields the Peninsula from the full force of the South-
West Monsoon. When the winds change, i.e. in October and
April, there are violent storms known as ““ Sumatras.” The
high temperature and incessant rain (which averages some
100 inches per annum) form ideal conditions for the breeding
of mosquitoes and the spread of malaria, which consequently,
until quite recently, was the scourge of the country.” Hence
what is now the prosperous F.M.S. could, in the eighteen-
seventies, be described as a wild, malarious jungle, penetrated
by no single decent road, and with inaccessible, pirate-infested
shores. Slavery, internecine warfare, disorder and confusion
prevailed throughout the whole country.

The introduction of British Residents ¢ led gradually to the
establishment of order and security, and paved the way for
the opening-up of the interior by roads and railways. The
railways, to the horror of the Colonial Office, were planned and

1 Aldous Huxley gives a vivid description of the scenery in Jesting Pilate.

2 If Burma and Assam are excluded, the percentage falls to 10.

3 The only natural harbour in the ¥.M.S. is Port Swettenham.

4 This coast is comparable with the east coast of the Madras Presidency.

5 Cf. Sir Malcolm Watson, Malaria in Malaya, and Balfour and Scott,
Health Problems of the Iimpire.

¢ At first only one British official, the Resident, was appointed in cach
State. He had to perform the task of reforming the administration and
finance of a State without the help of a European staff, and without any means
of enforcing his decisions except by persuading the Malay ruler. Gradually
more European officials were recruited, and a highly efficient body of technical
experts was eventually employed in the service of each State (cf. Sir Frank
Swettenham, op. cit). In British Malaya the British official has been scen
at his best; just, bold, firm yet tactful, self-reliant, and devoting his life
disinterestedly to the best interests of the people of the country.
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built (on the metre gauge) by the “ man on the spot ” under
the control of the Local Governments. Construction began
in the cightecn-eighties in Selangor,! and the first line was
opened in 1884 in Perak, i.e. an eight miles line from
Taiping 2 to Port Weld. By 1903 through communication had
been established between the mainland opposite Penang and
Seremban (in Negri Sembilan), and by 1909 this line had been
extended to Johore Bahru opposite Singapore.3 Meanwhile
a line had been built across the island of Singapore, which was
bought by the F.M.S. in 1912, and branch lines led westward
from the mainiine to all the main ports, such as Malacca,
Port Dickson, Teluk Anson, Kuala Selangor, and Port Swetten-
ham. In 1918 through traffic was established with Bangkok
(1,118 miles from Singapore) by joining the F.M.S. and Siamese
railways. Recently a causeway has been built from Johore
Bahru to the island of Singapore, and in 1923 the first passenger
train crossed from Singapore to the mainland.# In the east
lines are nearing completion in both Pahang and Kelantan,
which will eventually connect with the western mainline at
Gemas, and with the Siamese line.” All these railways are
under the management of, and most are also owned by, the
Central F.M.S. Government. In 1921 over 1,000 miles were
open to traffic.

Road-building started as soon as the Government obtained
the requisite revenuc as a result of the construction of railways,
and motor transport now competes vigorously with the
railways.6 1In 1922 there were some 3,711 motor-cars in use
in the F.M.S. alone.

These improvements in communications led at once to
an astonishing development of the finances and economic
resources of the country. The period from 1884 (when railway

1 I.e. from Kuala Lumpur (cf. Fig. 7).

2 The centre of the Perak Government, situated in the heart of the tin-
mining district.

3 The Johore railway is still owned by the State of Johore, but is leased
to the F.M.S. 1t now takes only twenty-three hours to travel from Penang
to Singapore in extremely comfortable carriages, with restaurant cars, sleeping
accommodation, and electric light and fans.

4 Cf. pamphlet, British Malaya (Malay States Information Agency),

. 16.
P Cf. Times, * Trade and Enginecring Supplement,” April 17, 1926, and
May 1, 1927.

8 There were no first-class roads in 1875 ; now there are some 2,500 miles
of metalled roads.

(o]
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construction began) to 1900, may be called the “ tin and rail-
way ” era. During these years existing tin-mines, which were
then mainly worked by Chinese capital and labour, formed the
chief resource of the country and provided (by means of an
export duty) a great part of its revenue. Europeans began
to work the tin-mines according to modern methods, and
production increased rapidly. At the end of the century
efforts were made to extend the economic resources of the
country by establishing tea, coffee, and cinchona (quinine)
plantations, but with little success, owing mainly to climatic
difficulties.! At last rubber was tried, and, after the experi-
mental period was over, proved an instantaneous success,?
80 that the period since 1900 may be called the ‘ rubber era.”
The export of rubber from the F.M.S. alone rose from 104
tons in 1905 to no less than 128,000 tons in 1922.

Immediately after their construction the railways began
to bring in handsome profits—25 per cent. was paid two or
three years after construction—at first because they served
existing tin-mines, and later because of the rapidly expanding
rubber industry. A good revenue was and still is also obtained
from the export duty on tin and rubber,? from the opium or
¢ Chandu " monopoly,* from postal receipts, and from land 5
and forest receipts. The result is that there is an extremely
satisfactory financial position in British Malaya. There is
no public debt in the Straits Settlements, and until 1921
there was none in the F.M.S. either. In that year it was
decided to raise a loan of £10,000,000 in London on behalf of
the F.M.S., the actual flotation being carried out by the Straits
Settlements Government. Even this loan has, however, been
used for productive purposes.6

One of the most striking features about this extraordinarily

! In South India and Ceylon earlier and contemporaneous efforts with
similar plants proved a great success.

2 Cf. Chap. VI, s. 2.

3 Export duties are one of the traditional methods of raising revenue
in the East,.

¢ The sale of opium used to be *“ farmed ** out, but in 1924 Government
smoking saloons were started, and by 1926 all private sale of opium had
ceased, both saloons and retail shops having been taken over by Government
(cf. Colonial Report on the F.M.S., 1925, p. 16).

8 The Government owns all unoccupied land in the Straits Settlements
and the F.M.S., and collects a small land revenue from all occupied land,
in return for assuring security of tenure to the cultivators.

¢ Cf. pamphlet, British Malaya (Malay States Information Agency), p. 8.
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rapid economic development is that it has been almost entirely
originated and carried out by aliens. The Malay has so far
contributed little towards the increased prosperity of his
country, but, on the other hand, he has not been in any way
exploited, nor divested of his land or other means of support,
whilst great efforts are now being made to provide him with
widespread educational facilities, and to improve public health.
The work of development has been accomplished by three
main elements in the extremely mixed population : first, by
British administrators, engineers and technicians ; secondly, by
Chinese capitalists, entrepreneurs, merchants, and tin-miners ;
and thirdly by Tamil (and other South Indian) plantation
coolies.!

A no less mixed population is to be found throughout the
Eastern Archipelago, in Dutch as well as British territory.2
The relations between the various classes and the scarcity of
labour in the less well-developed districts form two of the
fundamental problems of the whole Archipelago.

4. The Economic Characteristics of the Dutch East
Indies.

The Dutch East Indies comprise a total area of 651,000
square miles, and a population of about 50 millions,? and are
divided into two parts: (a) Java and Madura; and (b) the
Outer Provinces ; ¢.e. Sumatra and the ““ tin isles ”” (Singkep,
Banka, and Billiton), Dutch Borneo, the Celcbes, the Moluccas,
Dutch New Guinea,* and a number of smaller islands.

Java and Madura, although they comprise less than one-
sixth of the total -area, contain some 70 per cent. of the total
population, and form much the most important part, com-
mercially, of the Dutch possessions. The population of Java
is extraordinarily dense, averaging no less than 671 per square

! In 1921 the population of the F.M.S. was 1-3 million, of whom 510,000
were Malays, 490,000 Chinese, 305,000 Indians, 5,500 Europeans, and 3,000
Kurasians.

® In addition to Chinose and South Indians there are numerous Arab
traders. Javanese coolies also emigrate to neighbouring areas.

3 Cf. Table I, and Fig. 9, p. 20.

¢ Dutch New Guinea is mentioned because it is governed with the rest of
the Dutch East Indies, although geographically it forms part of Australasia.
British New Guinea and Papua are governed by Australia, the former under
the mandate of the League of Nations.
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mile, in spite of the fact that it is primarily agricultural. This
is in great contrast to the low density of population not only
in the Outer Provinces, but also in the British East Indies,
and even in the F.M.S. itself. Nevertheless Java is extra-
ordinarily prosperous, owing mainly to its sugar plantations,
although recently other plantation cultures have begun to
contribute more and more to this happy position.

The Government of these islands has, in the past, been
autocratic in character, and a policy of deliberate, conscious,
economic development has been pursued, which, although
at first it entailed hardship on the indigenous population,
resulted eventually in a great improvement in resources and
productivity.

When the Dutch first settled in Java they did not attempt
to introduce direct rule, but claimed forced labour for Govern-
ment purposes, and the forced deliverance of spices—then the
principal and most highly prized products. Java fell into
British hands in 1811, but on its restoration to the Dutch
in 1816 the bonds of government were drawn still tighter.
The land was partly “ Government ” and partly ‘ private,”
but on all alike land revenue (the basic tax) was levied in the
form of labour services (one day per head per week) and kind
(one-fifth of the produce). For this the villagers were held
jointly responsible. A strict trade monopoly was still main-
tained for Holland, and attention was concentrated upon one
or two staple products only, for which there was a large demand
in Europe. The management of the Government plantations
proved oppressive and corrupt, and did not even pay. Hence
in 1831 Van de Bosch introduced his famous ‘ Culture System,”
whereby the natives were given advances and ordered to
cultivate certain crops, particularly coffee, cinnamon, and
pepper, which they had ultimately to deliver to the Govern-
ment at fixed prices. In some cases the advances were given
to Dutch planters or contractors (i.e. for the production of
crops such as sugar, tobacco, indigo, and tea, which require
considerable capital and skill).

Under this system the land revenue due in kind had to be
paid in the ‘‘culture crops,” and that due in labour was
transferred by the Government to the planters. The Govern-
ment gained financially, but grave abuses crept in, and the
position of the natives became practically that of slaves.
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From 1854 onwards reforms were introduced commuting the
forced labour into a poll-tax, and by the ’eighties only sugar
and coffeec remained as forced cultures. The forced culture
of sugar ceased in 1898, and that of coffee in 1918,! but the
Government still maintains cinchona, rubber, and gutta percha
estates under its own management.2 There are now strict
regulations controlling the extension of the export crops to new
land, designed to prevent the natives from being deprived
(even by fair sale or lease) of sufficient land for their subsistence
crops.?

During the course of the nineteenth century ultimate
control of the islands tended to pass more and more from the
local Colonial Governments to the Home Government at the
Hague, and as this took place the policy pursued became
more liberal and humane. As we have just seen, forced labour
and culture have now been practically eliminated, and the
former harsh treatment of the natives has been greatly
modified.* Nowadays legislation is passed and the general
policy is laid down at the Hague, whilst a Central Colonial
Government at Batavia controls and supervises the work of
the provincial and local administrative bodies and officials.
In 1918 a new, so-called “ ethical ” policy was adopted at the
Hague, which purported to give consultative powers to native
representatives, but for a time the actual administration altered
in fact but little, and there was even a reaction against the grant
of additional powers to the people, on account of the Bolshevist
outbreaks. In 1925, however, an Act was passed vesting the
“ Volksraad ” (“ People’s Council ) with wider functions,
including the power of voting on the Budget. To-day there
is even a proposal under consideration to give native repre-
sentatives a majority on the Volksraad.5

Since the abolition of forced labour and forced culture a

! Handbook of the Netherlands Kast Indies, p. 142.

2 At first cinchona was produced on Government estates only, but now
it is also produced on a number of private estates.

8 Cf. Fowler, Netherlands East Indies and British Malaya ; Ranade, Essays
in Indian Economics; and the Handbook of the Netherlands East Indies.

4 The relations between the Dutch rulers and their subjects, however,
still remains a problem, as witness the numerous recent outbreaks in Java
attributed to Bolshevism.

& Cf. Times, Sept. 22, Dec. 21, Dec. 23, 1927, and May 4, 1928. The
Volksraad was instituted in 1918, and at present there are thirty Dutch and
twenty-five non-European members. The Assembly does not possess full
legislative power, but cxercises advisory functions.
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revolution has taken place in the methods of production
adopted on the Javanese plantations. The sugar industry, in
particular, has become a model of scientific cultivation and
good organisation to the whole world, and has entirely altered
the relations between cane and beet in the world sugar markets.!

Java and Madura are now supplied with an efficient
system of 5,339 kilometres of railways, about halt of which
belong to the State.2 The lack of branch lines is compensated
for by an excellent road system, suitable for motor traffic.
In Sumatra there are only 1,531 kilometres of railways, and
those are distributed between three separate systems (in the
north-east, west, and south-east) that are unconnected with
each other, but here again, as in the rest of the Outer Provinces,
where there are no railways, there are good motor roads.
A scheme for the electrification of the railways has recently
been put forward by the Government, but, in spite of great
potentialities for the generation of hydro-electricity, owing
partly to certain physical difficulties in storing the water,3 little
progress has yet been made.

5. The Economic Characteristics of Persia, Iraq, British
East Africa and Mauritius.4

Apart from the recent work of the Anglo-Persian Oil
Company,® the economic condition of Persia has apparently
changed but little for many centuries. Climatic and physical
features, together with the continuance of political instability
and unrest, have combined to prevent the country from emerg-
ing from a stage of mainly self-sufficing production.

Persia occupies the western and major part of the great
Iranian Plateau, and has an area of some 628,000 square miles
and a population estimated at about 10 millions. A great belt
of desert, varying considerably in breadth, stretches right

1 Cf. Chap. VI, s. 1.

2 Cf. Fig. 9, p. 20.

3 There is a scarcity of suitable solid rock bottom in the catchment areas
(cf. Handbook of the Netherlands East Indies, p. 285). .

4 In this section more space is devoted to Persia, Iraq, etc., in comparison
with India, Malaya and the East Indies, than the size of their trade merits.
This has been done in order to give some idea of their commercial condition
and potentialities, which would otherwise not be discussed at all, as the
coming pages (apart from Chap. IV) deal almost entirely with the trade of
the three main areas of the ocean.

5 Cf. Chaps. IV and VII.
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across the plateau, from north-west to south-east. Forested
lowlands, with a plentiful rainfall, border the Caspian Sea
and form the most fertile, and what may be called the
“ Mediterranean,” portion of the country. Here, and in parts
of the highlands of the plateau, fruit of many kinds grows
plentifully, and provides (both fresh and dried) an important
part of the total exports of the country. The vegetation of
the higher regions of the plateau is northern in type, but steppe
vegetation prevails over the greater part of the plateau, much
of which (apart from the relatively well-favoured Urmia basin)
has a normal rainfall of only 13 or 14 inches. Although
the rainfall is rather greater on the coast of the Persian Gulf,
it falls off very quickly as one passes inland, so that even quite
near the sea ‘ Saharan ” vegetation prevails. Thus the date-
palm is the principal product both of the coastal region and of
a large part of the interior. Wheat (in the higher lands), rice
(where there is sufficient rain to make irrigation possible),
barley, maize, the millets and various pulses are grown mainly
for local consumption.! Cotton (of poor quality),2 opium,
oilseeds and silk are also produced. Wool of good quality
is produced and forms an important item of export, but
domestic animals are scarce and dear, owing largely to the
scarcity of fodder. A number of artistic indigenous industries,
such as the carpet and silk industries, are carried on, the
former largely for export, but so far all attempts at intro-
ducing large-scale, modern, machine-using industries have
failed, largely on account of the primitive, inadequate, slow,
and expensive methods of transport, which also prevent com-
mercial use from being made of the mineral deposits (including
rich coal seams) of the country.3

In spite of the promulgation of a revised constitution,
with nominally representative institutions, in 1906, and of the
attempts made by Britain and Russia to develop the resources

1 Rice is normally exported to Russia. The bulk of the rice is irrigated,
but a certain amount is grown in the Caspian littoral, where irrigation is
unnecessary (cf. Fateh, M. K., The Economic Postiion of Persia, 1926,
Chap. II).

¢ Persian cotton is normally exported to Russia.

3 One or two textile factories have recently been started at Tabriz,
Tehran, and Isfahan, and a match factory at Tabriz. Cf. D.O.T. Report on
the Finance and Commerce of Persia, 1925-27 (1928).

¢ The ruling classes in Persia continued to be notoriously corrupt and
irresponsible in spite of this reform.
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of the country after the delimitation of their respective
““spheres of interest ’ by the Russo-British Convention of
1907,1 misgovernment continued up to the upbreak of the
War, at which time Persia was in a most miserable economic
and financial 2 position. Although strict neutrality was
proclaimed on the outbreak of war, it was not long before
the Turks invaded the country, and the subsequent military
operations frustrated any attempts at economic or financial
recovery and improvement.3

After the conclusion of peace a Persian delegation attended
the Peace Conference, and secured the abrogation of the
Convention of 1907. This led to the signing of two agree-
ments between Great Britain and Persia. The first laid it
down that Britain would respect Persian independence, and
would help to restore order, supply expert advisers, and co-
operate with the Persian Government in the task of improving
communications and transport. A loan was to be arranged
in order to place the Persian Government on its feet again,
and a Joint Committee was appointed to revise the tariff.t
On May 10, 1928, a new treaty was signed between Great
Britain and Persia, recognising Persian tariff autonomy and
abolishing extra-territoriality.? Pending the conclusion of

1 This Convention delimited the areas within which Russia (in the north)
and Great Britain (in the south) could obtain commercial concessions. Both
countries reserved the right to assumo control over the Persian revenues in
their respective spheres of influence if Porsia failed to meet her liabilities
with regard to the loans raised in Europe from time to time. British interests
were recognised as supreme in the Persian Gulf, in spite of the strenuous
offorts of Germany to oxtend her influence both there and in the interior.
Nevertheless Germany had succeeded in obtaining several trading stations
on the Gulf, and the Hamburg-Amerika Company inaugurated s shipping
service to Persia in 1906.

? The American financial mission of 1911, failed hopelessly (cf. Encyclo-
peedia Britannica, 11th Edition, article ‘‘ Persia ’*).

3 British troops protected the refineries of the Anglo-Persian Oil Com-
pany at Abadan, and during the subsequent campaign incidentally con-
siderably improved the roads.

% In 1899 a 5 per cent. ad valorem duty had been imposed on all imports,
the customs administration being in the hands of Belgian officials.
(Previously the customs had been ‘‘ farmed out.”) In 1903 a most-favoured
nation treaty came into force with Russia, Great Britain being already on the
most-favoured nation basis. In 1920 a higher tariff than that previously
in force was introduced on the basis of specific duties, working out at about
10 to 15 per cent. ad valorem on tea, sugar, matches, spices, piece goods, etc.,
and at about 25 per cent. on luxuries such as motors, bicycles, soap and
dyes. This applied to all countries except Russia, for which the 1903 tarift
held good, until a new agreement was signed (between Persia and Soviet
Russia) in the autumn of 1927 (cf. 7'¢mes, Sept. 11, 1928).

5 ].e. British subjects are henceforth to be subject to the jurisdiction of
the Persian Courts (cf. the Times, May 12, 14, 15 and 17, 1928).
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a treaty of commerce and navigation the present Persian
minimum tariff is to be enforced. Persian tariff autonomy
has since been recognised by France, Belgium, the United
States, and Germany. This means that Persia, which is
already a member of the Leaguc of Nations, has now taken
the final step towards independeuce and full statehood.

The second agreement defined the terms of the promised
loan ; 7.e. £2,000,000 were to be lent at 7 per cent. redeemable
in twenty years.

Since then an American financial mission has been at work,!
and considerable financial réorganisation has been accom-
plished. Up till 1925 the objective appeared to be the
reorganisation of Persian finances in order that foreign
capital might be obtained on reasonable terms for public
works (especially railways, as little attention has so far been
devoted to irrigation), and general economic development.
In 1925 a new financial policy was adopted, whereby all idea
of obtaining more foreign capital appears to have been relin-
quished. Persia is now to rely entirely upon her own capital
resources, and new taxation is to be introduced to provide the
necessary revenue.

The first application of this new policy was made in 1925,
when, under the “ Sugar and Tea Monopoly Law,” a surtax
was imposed on imported sugar and tea, with the object of
creating a fund to be used for railway construction. A further
step was taken in February 1926, when a ‘ compounded
road tax,” leviable only at the froatier, replaced the old road
taxes that had been previously levied, at various rates, on
internal as well as external trade, on all the main commercial
routes. The whole of the proceeds of the compounded tax
is to be devoted to the improvement of transport (instead of
only about 50 per cent. of the revenue from the old toll
system), and in addition the rate charged has been raised,
s0 that considerably more money will in the future be available
tor transport improvements. Motor traffic has already
increased since 1926, and lorries. are beginning to oust caravans
on the Khanikin-Tehran, Bushire-Te}'xran, Duzdap, and other
important routes.

It is to be feared, however, that development cannot be
very rapid if Persia is to rely solely on her own, very in-

1 Cf. Asiatic Review, Oct. 1927, *‘ Persia.”
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adequate, financial resources, especially if the burden on
trade is to be thereby increased. In 1926 no less than 28-4
per cent. of the total revenue of the State was derived from
customs, 15-6 per cent. from royalties from the Anglo-Persian
Oil Company, and 118 per cent. from the road taxes. The
other main sources of revenue were indirect taxes (providing
11-0 per cent. of the total revenue), and dircct taxes (providing
19-0 per cent.). These five sources of revenue therefore
provided 85-8 per cent. of the total. Since then the surtax
on sugar and tea has been imposed, so that these articles have
to pay the ordinary duty of 10 per cent., the surtax which
increases the rate to 17-9 per cent., and the road tax, which
brings up the total to 21-4 per cent.! Thus Persia, a country
with no important industries to protect, is surrounded by a
tariff wall that would be considered high in a predominantly
industrial country. A policy of constructive economic de-
velopment can hardly be built on such a restricted basis.

Up to the present the development of Persian trade has
been almost entirely held up by the political disorders and
concomitant financial difficulties which have resulted in the
retention of primitive economic organisation in general, and
in the lack of transport facilities in particular. Where material
progress has been made it has been the result of the efforts of
a few European companies, particularly of the Anglo-Persian
Oil Company, which have, however, had to contend with almost
overwhelming odds, particularly in the sphere of transport.

Most of the Persian roads are still mere mule tracks, which
—oexcept in the plains in the dry season—cannot be utilised
by wheeled vehicles. It is true that five main roads were
constructed (with European capital) towards the end of the
nineteenth century, but even on these roads transport has
been checked and made excessively costly by the toll-system
that was in force until 1926.

Practically no progress has yet been made with railway
construction, in spite of the numerous (highly controversial)
schemes promulgated by Russia, Germany, and Britain
before the War. At present only two short commercial
lines exist, in all just over 200 miles in length, the one from
Duzdap, in the extreme east, to the Indian frontier, where
it connects with the Indian railways, and the other—buil

! Of. D.O.T. Report on Persia, 1925-27 (1928).
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Fic. 10.—Persia and Iraq.
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in 1916, but already in a ruinous condition—from Tabriz
to the western frontier, where it connects with the Caucasian
railway system.! Recently a bold programme of construc-
tion has been adopted, which aims at building a railway from
Bandar Gaz (or “ Bendergaz,” on the shore of the Caspian)

1 Cf. Tig. 10, and D.O.T. Report on Persia, 1925-27 (1928), p. 25. Trains
run on this line only two or three times per woek.
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and from Khor Musa (near Mohammerah on the Persian Gulf),
to Tehran. The line has already been partially surveyed by
U.8. engineers, part of the nccessary capital has already been
raised by additional taxation, and it is proposed to begin
construction from both ends.

Unfortunately there is reason to suppose that the project
is engendered by political jealousies,! rather than by sound
cconomic motives. The capital cost will be great, there is
no existing local produce which will give a quick return, the
proposed route will compete at important points with existing
motor roads, and neither terminus has much to recommend
it.2 It has been suggested that a sounder plan would be to
concentrate for the present upon constructing a good network
of roads, usable by motor traffic, in view of the existence
of easily accessible supplies of petrol from the Baku fields
in the north, from the Anglo-Persian oilfields in the south,
and (possibly) from Iraq in the west.3

However this may be, it is clear that no rapid commercial
expansion is to be expected from Persia until communica-
tions have been improved, and the excessive burden on trade
removed, and that for many years to come her commercial
importance from the point of view of the trade of the Indian
Ocean is likely to be confined mainly to the activities of the
Anglo-Persian Oil Company.

Commercially, Iraq is as backward as Persia, without
the stimulus imparted by the development of the oilfields in
the latter country.

Iraq has an area of 116,500 square miles, and a population
of 2:9 millions.# The climate is ““ continental sub-tropical,”

1 The idea appears to be to terminate once and for all Persia's dependenco
upon Baghdad and Trebizond, through which at present a large part of
Persia's foreign trade passes. Persia still declines to recognise Iraq as an
independent State, and her relations with Turkey, and with the U.S.S.R. have
been very unsatisfactory. Hence it can be said that only in the case of
Afghanistan and India has she so far managed to ostablish satisfactory rela-
tions with her neighbours (cf. Asiatic Review, Oct. 1927, * Persia ).

2 Cf. Asiatic Review, Oct. 1927, ¢ Persia.”” A more favourable viow is
taken of the project in the 7'tmes, April 12, 1928, and Sept. 11, 1928.

3 1f the road from Mohammerah to Tehran were improved, considerable
areas suitable for cotton-growing would be opened up. At present the cotton
is dirty, broken, and short-stapled. A motor road would undoubtedly
prove a serious rival to the Iraq route for various products.

4 The population is predominantly Arab, but includes also a strong
Turkish urban element, nomadic tribes, Baghdad Jews, Chaldean and
Armenian Christians, ete.
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and is remarkable for its great daily and annual ranges
of temperature, and for its extremely scanty rainfall, the
whole of which falls during the winter months. The
summer temperature is scarcely surpassed in any other part
of the world, although severe frost is often experienced in
winter.!

In the south the mean annual rainfall is less than 7 inches
per annum, which necessitates irrigation for all agricultural
purposes. In the north, although the winter rainfall is great
enough to permit winter crops to be grown without irrigation,
this is not possible with summer crops.2 The chief summer
crop is rice (grown on the marshlands of the Tigris and
Euphrates), and the chief winter crops are wheat and barley.
Considerable quantities of cereals are exported, as well as
locally consumed, but—as is also the case with sugar and tea 3
—Persia forms the chief foreign market, so that these goods
do not enter to an appreciable extent into the trade of the
Indian Ocean.

Many hand-industries (dyeing, tanning, leather-working
and silk-spinning and weaving) are carried on for local
markets only, and large flocks of sheep are kept and their
wool and skins are exported. Much attention has recently
been paid to the cultivation and manufacture of cotton,
both by the British Cotton Growing Association and the
Department of Agriculture. The former has recently erected
a modern ginnery capable of dealing with 10,000 bales per
annum. The bulk of the trade, however, is land-frontier,
not overseas trade.

Great hopes are entertained of the development of petro-
leum fields in Iraq in the future. Concessions have been
obtained by both the Turkish Petroleum Company (in 1925)
and the Anglo-Persian Oil Company. Signs of oil have been
found in many places, and a new ‘‘gusher” has recently
been discovered,* but commercial exploitation has not yet
begun.

Although Iraq is still commercially backward, considerable
economic improvements have already been introduced under

1 The thermometer not uncommonly registers 120° F. in the shade at
Baghdad and Basra.

* The annual rainfall at Mosul is under 17 inches.

% Still larger quantities of sugar and tea are imported.
4 Cf. Chap. VII, s. 2.
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British administration,! especially in the sphere of Public
Works. Whereas in 1914 there were only 74 miles of railways
(built by the Germans from Baghdad northwards to Samarra),
by 1920 there was a whole network, including () the metre-
gauge lines from Basra to Baghdad (354 miles), Baghdad to
the Persian frontier (130 miles), an extension of the latter
to Kifri (50 miles) and to Kirkuk, and the line from Baghdad
to Kut (104 miles) ; (b) the standard-gauge line from Baghdad
via Samarra to Shergoat (186 miles); and (c) other less
important lines.2 In 1927 the route mileage open to traffic
was 186 miles of standard (4 feet 8} inches) gauge, and 624
miles of metre gauge.

A modern port has been constructed at Basra, and the
navigable channel has been greatly improved. Irrigation
has also been stimulated under the care of the Irrigation
Department—formed in 1917. The Agricultural Department
is also doing excellent work.?

Finally, it may be noted that a British Financial Com-
mission reported in 1925,4 and that the economies introduced
as the result of its recommendations have already converted
the former annual deficit into a surplus, whilst the railways
also now bring in a fair net return.®

1 After the conclusion of the War a temporary Mandate over Iraq was
conferred upon Great Britain by the Allies. After several troubled years a
new Constitution was promulgated by King Faisal, and the Constituent
Assembly accepted & treaty with Great Britain. Meanwhile a frontier Com-
mission was at work, and reported in 1925. The League of Nations accepted
this report and also the terms of an amended treaty (subsequently agreed
to by King Faisal's Government) between Great Britain and Iraq, which
proposed to prolong the existing relations between the two countries for
twenty-five years, or until the admission of Iraq to membership of the League.
This meant that Iraq was governed by its own Constitution, under the
Mandatory control of Great Britain. On Dec. 14, 1927, in view of the satis-
factory progress made by tho Kingdom of Iraq, a new treaty was concluded
between the two countries, whereby Iraq is recognised as an independent
sovereign State, and His Britannic Majesty undertakes, if all goes well in
the meantime, to support the candidature of Iraq for admission to the
League of Nations in 1932. King Faisal, for his part, undertakes to respect
the interests and rights of foreigners in Iraq, and to accede to certain inter-
national agreoments concluded with the approval of the League of Nations
(cf. Times, Dec. 21, 1927).

2 Cf. Fig. 10, p. 28; cf. T4mes, Jan. 10, 1928. A proposal has recently
been made to extend the metre-gauge line from Kirkuk to Mosul, a town with
a population of 100,000.

" For an interesting account of irrigation in Iraq see the T'imes, July 22,
1927, and a letter commenting on that article in the Times, Aug. 3, 1927.

4 Cf. Cmd. 2438, 1925.

8 Cf. Times, Jan. 26, 1928. .

8 Ie. Rs. 9,71,014 in 1925. An income-tax has recently been introduced
for the first time (cf. 7mes, May 30, 1927).
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F1c. 11.— British East Africa: Relief and Political Divisions.

British East Africa includes an immense area of more than
1 million square miles, with a population (in 1921) of some
12 millions, 60,000 of whom are Asiatics and 18,000 Europeans
(more than 50 per cent. of whom live in Kenya). It consists
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of six separate areas, Kenya, Uganda, Zanzibar, the Man-

dated territory of Tanganyika, Northern Rhodesia, and

Nyasaland. All of these may be considered to face on to the

Indian Ocean for trade purposes, but at present their total
D



3¢ THE TRADE OF THE INDIAN OCEAN

trade is so small and their communications so defective !
that in practice only Kenya, Uganda, and Tanganyika are of
any commercial importance.2 The only ports with any trade
worth considering are Mombasa (Port Kilindini), serving
Kenya and Uganda, and Dar-es-Salaam (in Tanganyika).?
Even these do not deserve to be placed in the same rank with
the ports of India, the East Indies, and the Persian Gulf.
Nevertheless, on account of their great commercial poten-
tialities, some attention must be paid to the economic
characteristics of these colonies.

East Africa has no obvious economic attractions compar-
able with those which early attracted European traders
to West Africa, so that the penetration of the interior
in the nineteenth century was due largely to the efforts
of explorers, missionaries and anti-slave trade enthusiasts,
although it is true that Indian traders had for many
centuries hawked their goods inland as well as on the coast.

The fertile islands of Zanzibar and Pemba produce cloves
on large plantations, whose labour was, until recently, supplied
by slaves recruited (at frequent intervals, owing to their
appalling death-rate) from the interior. These islands back
upon a narrow fertile coastal strip producing mainly coconuts.
Further inland the plateau rises in terraces from the coast,
leading up to the healthy and favoured highlands, populated
partly by pastoral tribes, but suitable also for agriculture and
various types of plantations. The highlands of Kenya are
intersected by the well-watered Rift Valley, and are contiguous
with the highlands of Tanganyika, Nyasaland, and Northern
Rhodesia.# Unfortunately, however, they are separated
from the fertile coastal littoral by a strip of arid country,
which stretches down from the extensive desert areas of
North and North-East Kenya, which are inhabited only by
a scanty population of nomadic tribes. This has greatly
accentuated the difficulty of opening up (and of settling)
both the Kenya Highlands and Uganda. The latter colony

1 Cf. Fig. 12, p. 33.

¢ Nyasaland and Northern Rhodesia are, of course, situated entirely
inland.” Nyasaland uses Beira, and Northern Rhodesia the South African
Railways and the Cape ports, for the extremely small overseas trade.

3 Tanga (in Tanganyika) and Zanzibar also have a small foreign trade.

4 The lack of communications, however, in practice isolates these colonies
from each other (cf. Figs. 11 and 12, pp. 32, 33).
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consists of a fertile lake coastal area, and highlands (com-
parable with those of Kenya) sloping downwards towards the
forests of the Upper Nile, but was entirely cut off from ocean
commerce until the completion of the ¢ Uganda ” Railway 1
in 1902.

It is impossible to generalise about the climate and rain-
fall of these wide territories, but it may be noted that the
tropical situation of Kenya, Uganda, and Tanganyika is
partially counteracted by high altitude, so that many of the
staple products are articles usually associated with the sub-
tropics, whilst certain districts are actually suitable for white
settlers. These three colonies all have two wet and two dry
seasons, and although the average rainfall is high, certain
areas are liable to drought. The climate of Tanganyika is very
similar to that of Kenya, except that it has no arid strip,
although otherwise its rainfall is slightly lower. The climate
and rainfall of Uganda are similar to those of the Kenya
Highlands.2

British Protectorates were declared in Uganda in 1894
and in Kenya in 1895. The former became a “ colony
in 1905, whilst in 1920 Kenya was reorganised and divided
into two parts: Kenya Colony (with Legislative and
Executive Councils) and Kenya Protectorate (under a High
Commissioner), both being united under the same Governor-
General. Tanganyika passed from German into British
hands during the War, and was assigned under Mandate to
Great Britain in 1922.

In 1894 there was no agricultural development (beyond
self-sufficing native culture) and there were no white settlers
in Kenya or Uganda. Economically these countries were
looked upon merely as a trading area for Indians.

The economic turning point came with the decision to
build a railway from the coast (Mombasa) to Port Florence
(or “ Kisumu ”’) on Lake Victoria Nyanza. The railway was
built (in the face of terrible difficulties and great loss of life) 3

1 This railway was at first confined to what is now Kenya, and did not
enter Uganda territory until 1928.

2 Cf. The South and East African Year Book, 19217.

3 The enemies encountered ranged from the natives, who wished to tear
up the lines in order to use the material for their own purposes, to lions and
the tse-tse fly. The actual conformation of the land was also difficult, whilst

it was a terrible problem to provide adequate supplies of food and drink
for the workers.
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with the help of Indian coolies, between 1895 and 1902.
Since then branch lines have been built to the Magadi Soda
Lake (in 1914); from Voi to join the more northerly of the
two Tanganyika lines (during the war); and quite recently
the main line has been extended from Nakuru over the border
of Uganda, via Tororo to Mbulamuti, where it joins a previously
constructed short line which extends from Jinja, on the Lake,
northwards into the cotton area.! The main line, therefore,
now extends round the head of Lake Victoria Nyanza right
into Uganda.2

Tanganyika has a German-built main line from Dar-es-
Salaam via Tabora to Ujiji (on Lake Tanganyika), a new
branch line from Tabora to Mwanza, and a short, more
northerly line from Port Tanga to Kahe (where it joins a
branch of the Uganda railway). The colony also has rail
communication with Central Africa by means of a line starting
from the farther side of the lake, that ends on a navigable
stretch of the Congo. Northern Rhodesia and Nyasaland
are very inadequately provided with railways, and those that
exist connect with the South African and Portuguese East
African systems, not with the railways of British East Africa.?

L Cf. Fig. 12, p. 33, and the 7'imes, Jan. 10, 1928. Until this line was built
there were, in Uganda, only two short lines, from Kampala to Port Bell
(7 miles) and Jinja northwards (62 miles), and cotton could only be pro-
fitably marketed if it was grown within 50 miles of the Lake. The lines
recently completed and at present under construction in British East Africa
are mainly being financed by a £10,000,000 loan from the Imperial Govern-
ment, which was floated in accordance with the recommendations of the
1925 Report of the Royal Commission on East Africa. Part of the loan is
being used for roads and harbours, for instance to improve facilities at
Kilindini, the port of Mombasa (cf. Fig. 12, p. 33). A loan of £8,500,000 was
floated by the Colony itself in Nov. 1927, to be used partly to repay some
of the Colony’s commitments to the British Treasury (some £6,500,000 were
borrowed from the Treasury between 1921 and 1927), and partly for port
and railway works. A minor portion of tho loan is to be used for educational,
medical, and commercial purposes (cf. 7unes, Nov. 5, 1927).

? The construction of two branch lines (from Kisumu to Yala, in North
Kavirondo, and from Gilgil, on the main line northwards to Thomson Falls)
has already been sanctioned. 1t is proposed to extend the main line to
Kampala and eventually to the Belgian Congo. As the extension of the
Angola railway to the Katanga copper mines in the Belgian Congo has
recently been sanctioned (cf. 7'wnes, Dec. 31, 1927), eventually Uganda will
be connected by rail with the port of Benguela on the West coast of Africa,
as well as with Mombasa on the east coast.

® Cf. Fig. 12, p. 33. The short railway line from Blantyre southwards
(in Nyasaland) does not yet actually connect with the Portuguese line to
Beira, as the Zambesi has not yet been bridged at this point. It may herc
be noted that all the lines in Kenya, Uganda, and Tanganyika are metre-
gauge, those in Nyasaland and North Rhodesia are 3 feet 6 inches gauge, and
the short stretch from Lindi to Masasi is 2 feet gauge.
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Shortly, we can say that in British East Africa therc are
only two main lines running from west to east to the coast,
a few more or less isolated branch lines, and no completed
lines running north and south to link up the separate colonies.
Much of the transport is therefore still performed by very
primitive means, ¢.e. chiefly human porterage, as animal
transport is prohibited in many areas by the tse-tse fly.

Even this limited railway construction has provided an
enormous stimulus to production and trade, especially to
the production of cotton in Uganda, and to plantation
production by white settlers in Kenya (and also, to a lesser
extent, in Tanganyika).!

Cotton (especially Allen’s Long Staple) 2 does extremely
well in Uganda, no irrigation being necessary, and the fatal
“boll weevil ” being unknown.3 It is grown in small
patches by the peasants. The ginning and marketing of the
cotton is organised by the Government, through the ¢ Cotton
Control Board.” Since the building of the Uganda Railway
the production and export of cotton has increased by leaps
~and bounds, and its further extension is only limited by the
lack of adequate transport facilities.

White settlers were invited to go to Kenya in 1904 and
given large tracts of suitable land, on which they grow chiefly
coffee, maize, and sisal hemp. Another era of settlement
by white farmers or planters occurred in 1919, when many
ex-soldiers were induced to settle, and commercial progress
has been practically confined to the products of the white
planters.

The introduction of white settlers has, however, also led
to Kenya’s chief problem, that of the relations between the
settlers and both the native tribes and the Indian traders.
The alienation of large tracts of land and the reservation of
the best parts of the Highlands for the white settlers have led
to that widespread discontent, political and economic, which
at present threatens the whole future development of the
colony. In addition there is the closely-related problem of
obtaining a labour-supply for the plantations. The natives

1 Tn 1921 there were 2,400 Europeans in Tanganyika, as compared with
10,000 in Kenya (and only 1,200 in Uganda).

2 An American type, first introduced in 1910.

3 1t is now (1928) rumoured that the boll weevil has made its appearance
in Uganda.
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are unwilling voluntarily to leave their reserves and work on
the plantations, and various more or less legitimate attempts
have been made to force them to work thereon.

In Tanganyika a rather similar policy, but with more bare-
faced forced labour, was pursued by the Germans, but the
land rights and personal freedom of the natives are now
secured under the terms of the Mandate upon which British
control in Tanganyika depends.

The last area with which we are concerned is Mauritius,
an island of only 720 square miles and a population of 376,680
in 1921, of whom 265,461 were Indians, many having been
originally brought out under the indentured system.!

Although so small, Mauritius comes second only to British
India as a producer of sugar within the Empire. One-third
of the total acreage is under sugar, producing some quarter
of a million tons, which is marketed on a co-operative basis
by the  Sugar Planters’ Syndicate ” (formed in 1920).2

Having obtained some idea of the resources and stage of
economic development attained in each of the great trading
areas of the Indian Ocean, we can now proceed to consider
more strictly commercial matters, beginning with a descrip-
tion of the main lines and objects of trade of the Ocean.

1 Cf. Blue Book for Mauritius, 1925. Theidentured system was stopped
in 1910, but was resumed temporarily in 1923 and 1924. The results were
disappointing, many immigrants returning to India. The fact that the
density of population is over 500 per square mile probably explains this
failure.

¢ Cf. Chap. VI, s. 1,



CHAPTER II

A GENERAL VIEW OF THE TRADE AND
TRADE ROUTES OF THE OCEAN

1. THE INDIAN OCEAN AS A PROVIDER OF PRODUCE IN GREAT DEMAND
IN THE INDUSTRIALISED COUNTRIES OF THE WEST.

2. TeE TrADE ROUTES OF THE INDIAN OCEAN.

3. THE TRADE OF THE SUEZ CANAL.

4. THE TRADE OF THE OTHER MAIN ROUTES OoF THE QCEAN.

5. THE RELATIVE COMMERCIAL IMPORTANCE OF THE PRINCIPAL TRADING
AREAS OF THE OCEAN.

1. The Indian Ocean as a Provider of Produce in great
demand in the Industrialised Countries of the
West.

Tue lands of the Indian Ocean provide vast and varied supplies
of foodstuffs and raw materials that are in great and increasing
demand in the industrialised countries of the West. To this
area come a large proportion of all the homeward bound
merchant vessels of Great Britain, the Continent, and the
United States that are engaged in world-wide, as contrasted
with coastal, trade. They start out from the Home Countries
loaded with every variety of manufactured goods—especially
textiles, iron and steel goods, machinery, plant and hardware—
together with coal and, in the case of the United States, mineral
oil. These goods they deposit partly in Europe or Africa, en
route for the Indian Ocean ; partly at the great ports of the
Ocean ; and partly in Australia or the Far East, before loading
up for the return journey.

When these merchant vessels reach the Indian Ocean,
whether via the Suez or by some other route, they have, as a

rule, already deposited part of their"targo and are no longer
39
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fully laden. Moreover, the return cargoes from the Far East
and, to some extent at least, from South Africa,! to the West
are, normally, less bulky and often also less valuable than the
outward-bound cargoes. The result is that on balance the
load-index 2 of vessels entering the Indian Ocean is relatively
low, whereas that of vessels leaving the Ocean is extremely
high. Thus in 1925 the load-index of vessels passing from
north to south through the Suez Canal was only 36 per cent.,
whilst that of vessels passing from south to north was 61 per
cent. In 1926 the corresponding figures were 40 and 56 per
cent., and in 1927, 40 and 60 per cent.3

The relatively large amount of tonnage passing through
the Suez Canal from south to north as compared with that
passing from north to south is also increased by the facts of
Australian trade. In 1925 the merchandise shipped from
Australia through the Suez Canal amounted to 2-2 million tons
(of which 1-3 million tons were wheat and flour), as compared

1 Until recently the return cargo from South Africa to Turope whether
westwards or via Suez, was less bulky than the outward cargo. There has
been a marked change in this respect during the last two or three years, but
there appears to be still a tendency for vessels to leave for India partly in
ballast (cf. p. 78, below).

2 The ‘““load-index ” of any vessel is the relation between the actual
cargo carried and the maximum cargo that could be carried. The net
tonnage of a pure cargo ship is measured by the number of units of 100
cu. ft. which are supposed to be available for carrying cargo, whilst the ship-
owner’s ‘‘ measurement ton > for freightage purposes is 40 cu. ft. (He may
actually charge by measurement or by weight. For the latter purpose many
different measures are used.) Professor Sargent suggests that for working
purposes it may be assumed that ‘‘ every ship ton of 100 cu. ft. will carry,
on the average of all voyages during the year, 80 cu. ft. or two measurement
tons of cargo.” On this assumption a fully loaded ship will carry twice as
many measurement tons of cargo as its net tonnage: i.e. a 2,000-ton ship
will carry 4,000 measurement tons of cargo (cf. A. J. Sargent, Seaways of the
Empire, pp. 13, 14, 15).

3 These percentages (which are only rough approximations) are obtained
by multiplying the net tonnage of shipping, in any particular case, by two,
in order to obtain the maximum tonnage of merchandise that could be
carried, and then calculating the percentage of this total formed by the
tonnage of merchandise actually carried. Thus in 1925 the net shipping
tonnage passing from north to south through the Canal was 12-3 millions,
giving a theoretical capacity of 24-6 million tons of merchandise. Actually
8:8 million metric tons of merchandise passed from north to south, i.e. just
on 36 per cent. of the estimated maximum. The relevant figures, from which
the percentages quoted in the text are calculated, are as follows :

North to South. South to North.
Net shi&;ping tons Merchandise, in Net shipping tons Merchandise in
(millions), million metric tons, (millions).  million metric tons,
1925 .. 12-3 8:8 .. 14-4 17.7
1926 .. 12-0 9-8 . 139 15-6

1927 .. 13-5 11-0 . 15-4 184
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with only 1-1 million tons traversing the Canal en route for
Australia. This in itself does not, of course, illustrate the fact
that the Indian Ocean is a collecting centre, but as a con-
siderable amount of Australian coal is marketed in the Indian
Ocean this leaves room for the produce of the Indian Ocean to
be loaded in its place.

The trade statistics of the ports of the Indian Ocean also
illustrate the fact that the exports of merchandise are much
greater than the imports, for all the main trading areas of the
Ocean. Every major port (except Madras in certain years)
has a surplus, and usually a large surplus, of exports over
imports of merchandise even on the basis of value.l If
complete tonnage figures, as contrasted with values, were forth-
coming the discrepancy would certainly be still greater.

The fact that all the main trading areas of the Ocean
continue to send annually to the West a greater value as well
as a greater weight of merchandise, even when allowance
is made for their net import of specie, than they receive in
return, is due to the peculiar commercial relations that exist
between the industrialised West and the countries of tropical
luxuriance of the Indian Ocean. The latter in the main have
been opened-up and their overseas trade has been developed
by Western capital, traders, administrators, and engineers.
Hence payments have had, and still have, to be made to the
West for the use of capital, for shipping and commercial
services rendered, for commercial and financial organisation,
and for administrative as well as military services and know-
ledge.2 Of all these items that of shipping is, perhaps, the
most important. Practically the whole of the shipping
engaged in the trade of the Indian Ocean, except that engaged
in purely coastal trade, is owned by the traders of countries
situated outside the Ocean. In 1926 no less than 96-2 per cent.
of the shipping tonnage passing through the Suez Canal was

1 Cf. Fig. 14, pp. 58. 59.

2 A great deal has been written and said about the alleged ‘* drain” of
wealth from India to Great Britain. As a matter of fact almost the whole
of India’s surplus of exports over imports of merchandise and bullion is
accounted for by the  invisible imports’ enumerated in the text. Sir
Theodore Morison has exposed the fallacy of the arguments usually employed
in Chaps. VIII and IX of his Economic Transition in India. The facts with
regard to the balance of trade are given in the Annual Review of the Trade of
India. It is true, however, that India's war gifts (of some £150,000,000 in

1917 and 1918) to Great Britain involved exports for which no return was
received.
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owned in Europe and the United States,! and 3-6 per cent. was
owned in Japan.

In the past this relationship between the peoples of the
West and of the Indian Ocean has been profitable to both
parties, as it has been based on the specialisation of production
and of abilities, which can be accounted for by the fact that the
stage of economic development attained in the West has been
very different from that attained in the East. Even if we
assume that the countries of the Indian Ocean wish to attain
a higher stage of economic development—using “ higher ” in
the sense of more highly organised and more industrial—it
seems reasonable to suppose that the quickest way to achieve
this end will be by continuing to make use of Western capital
and commercial services, for a time at least. Eventually
the present state of extreme specialisation may come to an
end, especially in the case of India,2 and indeed measures
bave already been adopted in the latter country designed to
limit dependence upon foreign capital, commercial services, and
manufactures. The policy of industrialisation will assuredly
be intensified in the future, as will also the tendency to utilise
Indian, rather than European, capital and management.
Elsewhere as, for instance, in Malaya, the East Indies, and
East Africa, owing to physical and cultural reasons, the
existing economic interdependence with the West may be
expected to continue, and even to increase, within any period
that enters into practical politics. Actually the records of the
trade of the Suez Canal show that since 1913 there has been a
marked increase in the surplus of merchandise passing from
the Indian Ocean to the West, over merchandise passing from
the West to the Indian Ocean.

2. The Trade Routes of the Indian Ocean.

The great trade routes that centre upon or traverse the
Indian Ocean include the following: (a) The direct route
via the Suez Canal between Europe, and to a lesser extent
America, and the Persian Gulf, India, Ceylon, the Eastern
Archipelago, and East Africa ; (b) the route via the Suez Canal

1 Of this 57-4 per cent. was owned in Great Britain, 11 per cent. in Holland,
gg per cent. in Germany, 6-7 per cent. in France, 5-2 per cent. in Italy, and

per cent. in the United States.
# Cf. Chap. I, p. 10.
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to the Far East and Australia and back again ! ; (c) the route
from Europe and America via the Cape to India and the Far
East ; (d) the return route from Australia to America via Suez,
taken by vessels which made the outward journey direct to
Australia by the Cape or the Pacific 2; (e) the route between
Australia and China which passes through Manila (the chief
port of the Philippines) and Sandakan (British North Borneo).

One interesting problem that arises in this connection is
the effect of the opening of the Panama Canal on the trade of
the Suez Canal and of the Indian Ocean as a whole. Before
the opening of the Panama Canal it was often prophesied that
these other trade routes would be seriously hit. This, however,
has proved to be a miscalculation. On the whole, trade has
shifted but little. Some vessels now go (from, for instance,
New York) via the Panama Canal to Australia, or the Far
East, that previously went by the Cape, but they almost
invariably still return by the Indian Ocean and Suez, in order
to obtain full cargoes. In fact, the bulk of the trade of the
Panama Canal can be called ¢ coastal trade,” that is, it is
concerned mainly with the exchange of goods between North
and South America, and between the west and east coasts of
North and of South America respectively.3

It is impossible to obtain complete figures of the tonnage
of merchandise that comprises the total trade of the Indian
Ocean.t Nor can we calculate the proportion between the
total trade of the Indian Ocean and that passing through the
Suez Canal, as the Canal figures are for tonnage of merchandise
only, whereas the port statistics give the values of the mer-
chandise exported and imported, and the tonnage of the vessels
entering and clearing, but not the tonnage of the merchandise
exported and imported. In order to obtain a bird’s-eye view

1 Here the vessels call at ports in the Indian Ocean on both the outward
and homeward journeys. It is, for instance, convenient for vessels to load
with goods partly for India and partly for Australia. At the Indian ports
they discharge some of their cargo and load up with Indian produce to be
consumed in Australia. Similarly on the return journey they discharge
Australian goods in India, and load up with Indian produce to be consumed
in the West.

2 These vessels return by the Indian Ocean as they cannot obtain full
cargoes in Australia for America. This refers to both North and South
America.

3 Cf. A. J. Sargent, Seaways of the Empire, Chap. IV.

¢ We cannot even obtain accurate figures of the tonnage of vessels

engaged in this trade, as (naturally) the port shipping statistics overlap each
other.
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of the size and nature of the trade of the Indian Ocean as a
whole, before considering that of each country in particular,
the best that we can do is to analyse the trade statistics of the
Suez Canal. As this forms a very large proportion of the total
trade of the Ocean, it will give us a not inadequate idea of the
latter.

3. The Trade of the Suez Canal.

The following analysis of the trade of the Suez Canal will
be based on a comparison of the figures for 1925 and 1913, in
addition to which the figures for 1926 and 1927 will also be
considered.! The year 1925 is chosen for the main com-
parison with 1913, and as representative of present-day
trade, in preference to 1926, because the latter was distinctly
abnormal, owing to the English coal strike on the one hand,
and to bad seasons in West India and Australia on the
other.2

In 1925 the total tonnage of merchandise passing through
the Suez Canal for the first time surpassed the pre-war figures,
and amounted to 26-5 million metric tons,® as compared with
25-8 millions in 1913. In 1926 the figures fell again to 254
millions, but rose to no less than 29-4 millions in 1927. Since
1919 a tendency towards a revival from the war depression
has been visible, especially in the tonnage passing from the
south to north, which surpassed that of 1913 as early as 1923,
and amounted to 17-7 millions in 1925 as compared with 14-5
millions in 1913. It declined again to 15:6 millions in 1926,
owing to the bad harvest in Western India and Australia, but
rose to 184 millions in 1927. The total merchandise passing
from north to south, on the other hand, was only 8-8 millions
in 1925, compared with 11-3 millions in 1913, and although
it rose (in spite of the coal strike) to 9-8 millions in 1926 and to
11-0 millions in 1927, in no year has it as yet attained the pre-
war figure. On balance there was an excess of merchandise
passing from south to north of 8:9 millions tons in 1925, as

! Cf. Fig. 13, pp. 46, 47.

* The available figures for 1927 are still incomplete in certain respects,
which makes it impossible to use them for the main comparison.

3 The Sucz Canal figures are given in metric tons, of approximately 2,200
Ibs. as are also those of most countries except Great Britain. The English

long ton contains 2,240 lbs. and is in use in British colonies, including India
(cf. Table 11).
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compared with 3-1 millions in 1913. In 1926 and in 1927 the
excess amounted to 5:8 and 7-4 millions respectively. Thus
even in a year of bad harvests in India (and Australia) the
surplus of exports from the Indian Ocecan over imports shows a
large increase in comparison with the pre-war figures.

The nature and quantities ! of the principal goods con-
cerned can be studied in Fig. 13, pp. 46, 47." ) 'The first obvious
fact that cmerges, after one has notlced the discrepancy
between the volume of traffic passing from north to south and
south to north, is that the merchandise passing into the Indian
Ocean consists of a great variety of miscellaneous goods, most
of which are manufactured, whilst the merchandise leaving the
Indian Ocean consists of a comparatively small number of
staple products, most of which are foodstuffs or raw materials. '

The merchandise passing from north to south in 1925 can
be divided into nine main classes : 7.e.

(i) Miscellaneous manufactures (in-

cluding cloth, 0-4 million) . 3-6 million tons,
(ii) Manufactured metal goods, ma-
chinery and railway plant. . 25 "
(iii) Coal. .. . . . . . . 07 .
(ivySalt . . . . . . . . . 05 .
(v) Manures . . . . . . . 05 ’
(vi) Cement. . . . . . . . 04 ’
(vii) Petroleum . . . ... 03 "
(viii) Wood pulp and pa,per S 1 ”
(ix) Sugar . . . B ] ’

Thus over 69 per cent. of the total consists of miscellancous
and metal manufactures, whilst coal is the only article that has
undergone practically no preparation for the market. The
salt, petroleum, and sugar is all refined before export. Hence
approximately 92 per cent. of the total (i.c. all except the coal)
consists of manufactures and refined raw materials, whilst
each class of manufactures consists of a very great variety
of items, and not of a mass of similar articles.

Precisely the same classes of articles are included in the
returns for 1913, excepting that ““ wood-pulp and paper ” was

1 Values are not given in the Suez Canal Returns, The returns can be

obtained from the Bulletin Décadaire de la Compagnie Universelle du Canal
Maritime de Suez.
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not sufficiently important to be entered scparately. Miscel-
lancous and metal manufactures, coal, sugar, and petroleum
had all declined in 1925 as compared with 1913, whilst manures
had increased.!

The big decline in the miscellaneous manufactures going to
the Indian Ocean can be attributed partly to the rise of com-
peting industries (especially of the textiles, in India and the
Far East), and partly to an actual decline in the consumption
of certain articles (especially of cotton piece-goods in India)
owing to the relative increase in the price of manufactures as
compared with foodstuffs and raw materials. The decline in -
manufactured metals, etc., is not nearly so great and may well
be attributed partly to temporary fluctuations, as well as to
increasing rivalry (e.g. from the Tata Iron and Steel Company).2
Coal has declined partly because of the increased consumption
in India and Ceylon (i.e. Colombo) of Indian, South African,
and Australian coal, and, in the Eastern Archipelago, of South
African and Australian coal, and partly on account of the
increased competition from electricity 3 and oil.4 The amount
of beet-sugar passing through the Canal to India fluctuates
greatly, in accordance with the world-price of sugar, which
depends primarily on the American (especially the Cuban)
crop.” The increased sale of artificial manures in the Indian
Ocean may be considered to be a sign of the introduction of
more scientific methods of agricultural—particularly of plan-
tation—production.

If we compare the figures for 1926 with those for 1925,

1 Coal declined by . . . 512,000 tons.
Worked metal by . . . 397,000 ,,
Petroleum by . . . . 188,000

1,097,000 ,,

The total trade from north to south decreasd during this period by 2-5
million tons. Manures increased by 250,000 tons. Although thero was a
decline in the total tonnage of petroleum, the pmount originating in the United
States in 1925 surpassed the pre-war figures, and amounted to 284,000 tons.
Most of the rest comes from Russia, but is still far below the pre-war figures
(in 1925 it amounted to only 31,000 tons). This petroleum goes mainly to
Bombay, which still needs supplies from the West, as the Burmese supply,
although it has greatly increased, has failed to keep pace with the enormous
increase in consumption in India. Xerosene oil is now the main illuminant
in India (cf. Chap. V1I, s. 2).

2 Cf. Appendix B, « The Indian Tron and Steel Industry.”

3 Kspecially in Western India.

4 At all bunkering ports.

& Cf. Chap. VI, s. 1,



GENERAL VIEW OF TRADE AND TRADE ROUTES 49

we find that the decline in the amount of coal shipped to the
Indian Ocean (obviously attributable to the coal strike) from
0-7 to 0-3 million tons, was more than compensated by increases
in the shipments of miscellaneous and metal manufactures,
sugar, manures, and wood-pulp and paper. In 1927 there was
an increase in practically every item, except sugar, which
declined. Coal regained the level of 1925, and record figures
were registered for a number of articles, including worked
metals, machinery, railway plant, cement, salt, manures, and
cloth (all types), although the total has not yet quite regained
the 1913 level. The general tendency to increase may be
attributed to a great extent to a revival in the consuming power
of the people of India.

The merchandise passing from south to north in 1925,
although much greater than that passing in the other direction,
can be classified much more accurately into a series of classes
each containing more or less similar units of staple articles.
The main classes are as follows :

(i) Cereals . . . . . . . . 39 million tons.
(ii) Oilseeds, ete. . . . . . . 34 ’
(iii) Mineraloil . . . . . . . 27 ’
(iv) Textiles, raw and manufactured. 2-1 ’
(v) Miscellaneous goods . . . . 19 )
(vi) Minerals . . . . . . . 15 '
(vii) Sugar . . . . . . . . 06 »
(viii) Rubber. . . . . . . . 05 »
(ix) Tea . . . . 04 ’»

(x) Minor quantities of cast-iron,
timber, fruit, vegetables. frozen
meat, and manures.

Foodstuffs account for almost 49 per cent. of the whole.!
It is difficult to estimate the percentage of raw materials as
compared with manufactures, but it is clear that only a very
small proportion (perhaps 5:6 per cent.) of the whole consists
of highly finished articles.2 If partially prepared goods were
included the percentage would, of course, be much greater, but
the figures given illustrate faithfully the great distinction

1 This includes the cereals, oilseeds, etc., sugar, tea, fruit, vegetables and
frozen meat. In practice, of course, some of these are used for other than

edible purposes, .
% This includes the gunnies, part of the  other textiles,” and cast iron.

B
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between the predominant type of goods passing south and
north respectively.

If we compare these figures with those for 1913 we find that
the most important changes are the addition of rubber to the
articles separately classified, and the great increases in mineral
oil, oilseeds, and textiles.! The rise of Persian oil 2 is the
outstanding feature of the period. Mincral oil now accounts
for no less than 15 per cent. of the total traffic from south to
north, whereas in 1913 only some 0-4 million tons passed from
south to north, 0-3 million being classed as ““ benzine,” and
the rest included in the class of ‘ miscellaneous ” articles..
In 1925 no less than 2-7 million tons, in 1926 3-0 millions, and
in 1927 3-1 millions traversed the Canal in this direction. The
tonnage of rubber shipped from south to north rose from 0-06
million tons in 1913 to 0-5 million in 1925, and 0:6 million in
1926 and in 1927. Of the 0-5 million shipped in 1925 no less
than 0-33 million went to the United States, and 0-16 million
to Europe. The increasing importance of oilseeds and vegetable
oil is also clear,3 whilst an interesting feature of the trade in
textiles is the increased export of manufactured as compared
with raw jute.

If we look at the figures for 1926 we find, in comparison
with 1925, a great drop in cereals (especially wheat, which fell
from 1-9 to 0-7 millions), and a decline in oilseeds, textiles, and
sugar (which can be attributed to the bad seasons in West
India and Australia), but a continuance of the increase in both
mineral oil and rubber. In 1927 the total exceeded that even
of 1925, and nearly every item rose above the level of 1926.
Cereals, oilsceds, textiles, and sugar all revived satisfactorily,
in accordance with the better harvests.

From this analysis we can see clearly that the trade of the
Suez Canal (and thereforc to a great extent of the Indian

1 Jt is remarkable that tho total quantities of cereals, minerals, and tea,
were approximately the same in 1925 as in 1913.
z Burmese and East Indian oil is mainly consumed in neighbouring
markets.
3 In 1925 as compared with 1913 the following changes took place :
An increase of 353,000 tons of soya beans.
’e . 264,000 ,»  groundnuts.
’s . 191,000 »  copra.
The quantity of wheat also increased (by 381,000 tons in 1925), but much of
this, of course, originates beyond the Indian Ocean (i.e. in Australia), and
Indian supplies fluctuate considerably in accordance with the monsoon.
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Ocean as a whole) consists fundamentally of the exchange of
the foodstuffs and raw materials of the fertile soils of India and
the FEastern Archipelago,! and of the mineral oil of Persia, for
the manufactures of the West. In particular cereals (cspecially
rice and wheat 2), oilseeds and their derivatives,3 mineral oil,
raw and manufactured jute, a certain quantity of other textiles,
Indian manganese, sugar, rubber, and tea are exchanged for
the metal goods, machinery and plant, coal, cotton cloth and
miscellaneous manufactured products of the West.

It is difficult to trace with any exactitude the destination
of the great variety of manufactured goods passing through
the Canal from north to south. A glance at Figs. 17 and
20 (depicting the trade of the principal ports) 4 shows that
all the major ports import very similar articles ; i.e. clothing
(chiefly cotton goods), manufactured metal (chiefly iron and
steel) goods, machinery and plant, provisions > and oilman’s
stores, hardware, and miscellaneous manufactures. Hence
only an extremely detailed analysis (which would be beyond
the scope of these pages) would reveal facts of any value to
the commercial world.

On the other hand, the Suez Canal returns reveal clearly
the nature of the principal exports of the main trading areas
of the Ocean. Over 75 per cent. of the total tonnage of goods
passing from south to north in 1925 can be accounted for as
follows :

(i) 22 per cent. of the total passing through the Canal
consists of cereals, of which—

33 per cent. is wheat from Australia,

13, ,, British India, ~

28 . is rice from British India (mainly from Burma),
75 ’ ’ ,, Indo-China,

2-6 ’ " ,  Siam.

The remainder consists of other cereals such as barley, the
millets, ete.

! And of Australia.

2 In 1925 out of the total of 1-9 million tons of wheat, 1-3 millions came
from Australia and 0-6 million from the Indian Ocean.

3 Note that the soya beans (0-7 million) came from the Far East. The
first ship-load of soya beans traversed the Suez Canal in 1908.

4 Cf. pp. 80, 108. Note that these figures are given in values, and henco
the relative importance of the various articles is different from that shown
by the tonnage figures of the Canal,

5 IL.e. mainly tinned goods.
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(ii) 15-2 per cent. of the total consists of oilseeds, ground-
nuts, ete., and vegetable oil. Of thesc almost a quarter are
soya beans from China. The great bulk of the rest comes
from British India, although both Ceylon and Malaya export
copra and coconut oil.1

(iii) 15 per cent. of the total consists of mineral oil, of
which about 85 per cent. comes from Persia.2

(iv) 6-2 per cent. of the total consists of raw and manu-
factured jute from Calcutta.

(v) 56 per cent. of the total consists of other textiles,
including wool from Australia, the rest being mainly cotton’
from India, especially from Bombay and Karachi.

(vi) 4°5 consists of manganese from India.

(vii) 3-3 consists of sugar, mainly from Java.

(viii) 2 per cent. consists of rubber, the bulk of which is
shipped 3 from the Straits Settlements.

(ix) 1-7 per cent. consists of tea, mainly from British India
and Ceylon.*

A rough picture of the relative importance of the principal
areas beyond Suez using the Suez Canal can be obtained from
an analysis of the direction of the net shipping tonnage. The
total of 26-7 million net shipping tonnage passing through
the Canal in both directions in 1925, was distributed as
follows :

Trading with West India . . .  3:6 millions

. ,, EastIndia . . . 54 .
Total for India . 9:0 millions

’ »  China and Japan . . 57 .
’s »» Malaya, the East Indm@ Indo-

China, Siam, ete. e e 34 '
. ,, Australia,ete. . . . . . . 33 '
' ,, the Persian Gulf . . . . . 3:0 '
" ., East Africa and Mauritius .13 .

Grand Total accounted for . 257 ,,
India, Malaya, the East Indies, and the Persian Gulf

1 So do the Dutch East Indies, to a minor extent (cf. Chap. IV, p. 112).

12 Smaller quantities are shipped from the East Indies, Burma, and Suez
itself.

3 Its origin is discussed more fully below, Chap. VI, p. 112.

¢ Java also is now sending increasing quantities of tea (cf. Chap. VI, s. 3).
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accounted for no less than 15-4 millions (almost 60 per cent.),
whilst the Far East accounted for only 5-7 millions (s.e. 22
per cent.).

We have already seen that the total trade in merchandise
(in both directions) of the Suez Canal rose from 25-8 to 26-6
million metric tons between 1913 and 1925. The recorded
increase was 802,000 tons.! It is noteworthy that no less than
634,000 tohs (79 per cent.) of the increase can be attributed to
the increased trade with the United States. Indeed, the United
States has become one of the greatest consumers of the planta-
tion products (e.g. of the rubber)and of some of the raw materials
(such as hides and skins) of Malaya, the East Indies, and of
India.? The remaining increase of 168,000 tons in the total trade
of the Suez Canal was accounted for by the fact that the decline
of 2,234,000 tons in the merchandise passing from Europe to
the Indian Ocean was more than offset by an increase of
2,402,000 tons passing from the Ocean to Europe. The
decline in the traffic from north to south is accounted for
mainly by the falling off in British goods going to India and
the East Indies, whilst the increase is due to the ever-increasing
demand of Europe (other than Great Britain) for the specialities
of the East.3

4. The Trade of the Other Main Trade Routes of the
Indian Ocean.

The above analysis of the trade of the Suez Canal includes
a description of the nature and quantities of the principal
articles that enter into the trade of the direct route between
the West and the Indian Ocean via Suez, of the route via
Suez to the Far East and Australia, and back again, and of
the return route from Australia via the Suez to America. A
few words must be added with regard to the trade between
India and the Far East and Australia, and about the trade

1 The figures in the Diagrams are, of course, approximations.

2 Cf. Figs. 16 (p. 73), 19 (p. 105), and 21 (p. 114).

3 Figs. 16, 18, 19 and 21 show that Great Britain's share of the total
trade of all of the main trading areas of the Ocean declined, except in the
case of Persia and the Dutch East Indies. As in most cases there had been
little or no increase in the absolute volume of trade (a statement that is
supported by the trade statistics of the Suez Canal), this represents an absolute
decrease in the volume of British trade with the Indian Ocean as a whole.
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round the Cape of Good Hope.! In addition the nature of
the trade of somc of the shorter routes between different
areas within the Ocean may be briefly indicated.?

The trade between India, on the one hand, and the Eastern
Archipelago and the Far East (mainly Japan) ? on the other
hand, consists to a great extent of the exchange of Indian
rice (in great demand amongst the emigrant Indians of Malaya
and the East Indies), cheap cotton mill piece-goods (also in
great demand in Malaya and the East Indies), and raw cotton
(the bulk of which goes to Japan), in return for Javanese sugar
and Japanese ‘cheap and meretricious ”’ manufactures, of
every sort and description.

The trade of Malaya and the Eastern Archipelago as a
whole consists of the export of plantation products, minerals
(mainly tin and petroleum) and spices, in return for clothing
(from both India and Europe), foodstuffs (fresh from India,
tinned from Europe), and machinery, plant, and hardware.

India’s trade with Australia is still very limited in extent,
and is increasing but slowly, so that the-bulk of the
cargoes on ships trading with Australia originate in, or are
destined for, areas west of Suez, India’s trade with East
Africa, Persia and Iraq, on the other hand, tends to increase
steadily, and in particular India supplies these countries with
ever-growing quantities of coloured cotton piece-goods. As
will presently be seen, the most important feature of the
trade between India and East Africa is the growing export
of raw cotton from Uganda, via Mombasa, to Bombay.4

The trade via the Cape to India has expanded considerably
since pre-war days, owing mainly to the increased export of
South African coal. The balance of South African trade has
been completely reversed during the last two or three years.

! In 8. 2 we also mentioned the trade-route between Australia and China
passing through Manila and Sandakan. This is, however, of quite minor
importance and needs no detailed analysis. It is only necessary to note
that Manila and Sandakan are ports of call on this route, and that Manila in
particular is a favourite bunkering station.

* The brief review given in this section may be considered as a summary
of the more detailed analysis of Chaps. 1II and 1V, and is given with the
object of presenting an outline that can be filled in subsequently. If this is
not done, it is difficult to see the wood for the trees.

* India’s trade with China has declined progressively of recent years and
is now only of minor importance. India’s former extensive exports of cotton
yarn and piece-goods to China have been cut out by the growing textile

industries of Japan and of China itself (cf. Chap. III, s. 4).
4 Cf. Chap. III, p. 89.
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South Africa’s imports (which came largely from the United
Kingdom) used to be much bulkier than her exports, which
consisted largely of wool, gold, and diamonds.! From the
Indian point of view the result was that European vessels,
after unloading coal at Madeira, the Canaries, and the Cape
Verde Islands, en route for the Cape, and bulky cargoes
actually at the Cape, could not obtain adequate return cargoes,
and consequently steamed in ballast, or taking coal at ballast
rates, to India, in order to pick up produce for the return
journey.

Recently, however, owing mainly to the increased export
of coal2 and of maize 3 from South Africa, the balance of
trade has changed, and South African exports tend to be
bulkier than her imports. Thus in 1923 the total volume of
South African exports had regained the pre-war figure, whilst
the total volume of imports was still 15 per cent. below the
pre-war figure.# As far as the trade with India is concerned,
this means that fewer ships leave the Cape for India in ballast,
and more are laden with coal. South Africa’s trade with
India has indeed, since 1913, increased more than that with
any other country. Nevertheless, owing to the change in the
balance of trade, ballast freights for coal are no longer so
easily obtained, and there is reason to suppose that this will
to some extent check India’s imports of South African coal in
the future.’ At present, however, if we ignore three-cornered
trade and consider only the direct trade between India and
South Africa, we find that, on the basis of value, India’s
exports to South Africa still greatly exceed her imports from
that country.6

In addition to the lines of trade already described, there is,
of course, a large coastal trade, mainly carried on in small,
wooden, native craft, between the various ports of each country
in the Indian Ocean. This, however, can best be described in

L Cf. A. J. Sargent, Seaways of the Empire, Chap. I, p. 16. *“ We import
from South Africa some copper ore, wool, feathers, maize, fruit, tanning
materials, hides, and minor pastoral products . . . the chief purchasing
power of South Africa lies in gold, and gold does not freight ships.”

2 The export of South African coal (cargo and bunker) rose from 2-2
million tons in 1913 to 3-7 millions in 1923.

3 The export of maize from South Africa rose from 22-9 million lbs. to
1,128-3 millions in 1923.

4 Cf. South African Year Book. Later figures are not given.

& Cf. Chap. VII, p. 200.
¢ Cf. Chap. I1I, p. 78.
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connection with the more detailed analysis of the trade of
each of the main arcas of the ocean.!

5. The Relative Commercial Importance of the Principal
Trading Areas of the Ocean.

In order to complete this review of the trade of the Indian
Ocean, as a whole, it is necessary to consider briefly the
relative importance of the total trade of the various areas, so
that we may place the trade of each in its right perspective
in relation to that of the other areas and of the ocean as a
whole. This is the more necessary as different currencies (as
well as weights and measures) prevail in the different areas,
and whilst it is convenient to express values in the currency
of each area whose trade we are analysing, this method
prevents any direct comparison of the trade statistics of the
various areas.

In order to make a rough comparison possible the trade
figures in Table I have all been converted into sterling,? and
in Fig. 14 the exports and imports of the principal ports
have all been represented to scale.

The rupee is the standard of value in Aden, Iraq, India,
Ceylon, and Mauritius.? The exchange value of the rupee in
the smaller areas depends upon that prevalent in India.
Before 1914, and for some years after the outbreak of the
War, the sterling value of the rupee was approximately ls. 4d.
After 1917 the exchange value of the rupee began to rise,
but 1s. 4d. was retained for statistical purposes. In 1920-21
an unsuccessful attempt was made to stabilise the rupce at
2s., which rate was also retained for statistical purposes in
1921-22. Actually the market rate fluctuated, falling heavily,
to about 1s. 3d. or 1s. 4d., in 1921-22. For statistical purposes
a return was made to 1s. 4d. in 1923-24. After 1922-23 the
market value of the rupee slowly rose again until it reached

1 Cf. Chaps. IIT and 1IV.

2 Such a conversion can never be quite accurate, but even a rough
approximation suffices to elicit the main facts. In Table I the trade figures
have, wherever possible, been taken from one and the same source—i.e. the
Statistical Abstract of the British Overseas Dominions, which gives all values
in sterling—in order to reduce the errors due to conversion to a minimurm.
1t is for this reason that the figures are given for 1923-24 instead of for a
later date, as this is the most recent year included in the Statistical Abstract.

3 Cf. Table IT a.
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Is. 6d. in 1925, at about which figure it has remained ever
since. 1ls. Gd. has been the rate adopted for statistical purposes
since 1925, and in 1927 legislation was passed stabilising
exchange at 1s. 6d.

Up till 1921 the rupee was also the standard of valuc in
British Hast Africa. It is still the prevailing currency, and
trade figures are still often expressed in rupees, but since 1921
the shilling has been adopted as the standard of value.l

In British Malaya the “ Straits dollar ” has been the
standard of value since 1903, with a fixed exchange rate of
2s. 4d. sterling. In the Netherlands East Indies the currency
consists of gulden (alternatively known as florins, or guilder)
and cents. The parity value of the gulden is 1s. 8d. (or
12107 to the pound sterling), but exchange has not been
stabilised. In Persia the standard is the kran. Its gold
exchange value is not fixed, and a convenient approximation
to the average exchange value is utilised for statistical purposes.
For 1923-24 the official rate adopted for conversion was
45 krans per pound sterling.2

From the figures given in Table I it can be seen that,
judging by the value of the total trade in merchandise, India
stands head and shoulders in commercial importance above
the rest, and accounts for no less than 43 per cent. of the
total trade of all the areas included in our survey. Next
comes British Malaya, with 23-3 per cent. of the total trade,
and then the Dutch East Indies with 19-8 per cent. We have
already noted that these three areas together account for
86 per cent. of the total.3 Ceylon takes fourth place with
45 per cent. of the total, then comes Persia with 3-4 per
cent., next British East Africa with 2-2 per cent., then
Mauritius, Aden, Iraq, and British Borneo, each with approxi-
mately 1 per cent. In dealing separately with these minor
commercial areas it is important never to forget their relative
insignificance in comparison with the three main areas.

If, however, we wish to consider future commercial
potentialities, or the stage of commercial development already
attained, we must consider not only the figures of total trade,
but also those figures in relation to the population and to the

1 Cf. Statistical Abstract for the Overseas Dominions, 1923-24, p. 6.
2 Cf. Table IIA.
8 Cf. Chap. I, p. 2,
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undeveloped economic resources of cacly-area. We have
already called attention to the immense economic potentialities
of parts of British Malaya, British Borneo, the Dutch Rast
Indies, and British East Africa, and a glance at the figures of
the area and population of all these areas fully confirms this
opinion, which will be further strengthened when we analyse
in more detail the causes of their relative economic backward-
ness. Much the same may be said about Persia and, to a
lesser extent, Iraq.

Still more light is thrown on the potentialities of com-
mercial development if we examine the figures of trade per
head. Here the startling fact is revealed that although India
stands alog;f;)r/n the point of view of present-day commercial

importance/ hey’trade per head is actually less than that of
any of the otHer areas, even of those whose economic develop-
ment has only just begun. In some ways, no doubt, the
comparison is not a fair one, as it ignores the enormous
internal and comntry, but all the same
it is surprising alise tha ade per head of India is
only £1-3, as compared with £9-3 for Ceylon, £3-7 for the
Dutch East Indies, £2-9 for Iraq, and £1-8 for British East
Africa. The enormously high figure of £79 per head for
British Malaya may, perhaps, be left out of account, as it is
swollen by the inclusion of Singapore, with its extraordinary
entrepot trade, but in any case one is driven to inquire
whether, after all, the potentialities of commercial expansion
are not still greater in India than in any of the other areas, as
an almost minute increase in the average production or
consumption of the masses might cause an enormous expansion
of foreign trade. A slight improvement in the standard of
life of the Indian ryot might suffice to give a world-wide
stimulus to commerce.

Figure 141 shows diagrammatically the relative value of
the trade of the principal ports of the Occan, illustrating
vividly the concentration of trade in a few large centres.

L Cf. pp. 58, 59.
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. The Size, Value and Principal Objects of Indian
Trade.

HaviNg taken a bird’s-eye view of the nature and size of the
trade of the Indian Ocean as a whole, we must now proceed
to consider in more detail the trade of each of the more
important commercial areas of the Ocean, beginning with the
most important, ¢.e. India.l

The latest available figures relating to the trade of India
are for 1926-27,2 but in many ways those for 1925-26 repre-
sent the present-day position better. Indian trade during
1926-27 was not only upset by the coal strike in Great Britain,
but was also severely affected, in an adverse manner, by a
fall in cotton and jute prices and by an exceptionally bad
wheat and cotton harvest in India.3 Hence an analysis of
the trade of India in 1926-27, and a comparison of the figures
for that year with pre-war figures, would give a false impression

1 We have already noted that practically the whole of the foreign overseas
trade of India passes through ports in British India, so that the trade of
«India”’ and of ‘‘ British India ’’ are synonymous, and that in 1923-24 the
trade of India, on the basis of value, accounted for no less than 43 per cent. of
that of the Ocean as a whole (cf. Table I). This excludes the trade of ports
such as Goa and Pondicherry, which belong to foreign countries. This latter
trade is very small in comparison with that of British Indian ports (cf.
Appendix A).

2 Cf. Annual Review of the T'rade of India, 1926-27.

3 The poor wheat and cotton harvests in India affected Indian cultivators
the more severely because the other principal producing countries of the world

had good harvests.
61



62 THE TRADE OF THE INDIAN OCEAN

of post-war commercial tendencies. In the following pages,
therefore, the figures for both 1925-26 and for 1926-27 will be
quoted, but those for the former year will be treated as of
primary value as a criterion of the commercial position.

The value of India’s total imports and exports of mer-
chandise has increased substantially since pre-war days: i.e.
imports from Rs.183 crores in 1913-14, to Rs.226 crores in
1925-26, and Rs.231 crores in 1926-27, and exports from
Rs.244 crores to Rs.374 crores and Rs. 301 crores in the same
years.! This apparent increase in trade, however, is accounted
for mainly by an increase in the level of prices. An estimate
of the value of imports and exports on the basis of pre-
war prices gives a very different picture. The value of total
imports, when allowance is made for the rise in prices, has
actually declined since 1913-14, i.e. from Rs.183 crores to
Rs.143 crores in 1925-26 (and Rs.156 crores in 1926-27),
whilst the value of total exports (on the same basis) had in
1925-26 slightly increased (rising from Rs.244 crores in
1913-14 to Rs.246 crores in 1925-26) but again declined below
the pre-war level (to Rs.228 crores) in 1926-27.2 Until
1925-26 the general trend of development was for exports
to revive steadily, but for imports to remain at a low level.3
Just recently, however, the export trade has declined, owing
partly to the bad harvests of 1925-26 and 1926-27, and partly
to a world-wide fall in the price of some of India’s staple
products, indicative of a fall in demand in relation to the
world supply. On the other hand, the import trade now shows
a distinct tendency towards revival, mainly on account of the
fall in the price of cotton and other manufactures, which has
stimulated purchases from abroad.

India’s imports consist in the main of manufactured
articles of great variety.* Sixty-one per cent. of the total
can be divided into the following seven classes :

! Cf. Table 1II and Fig. 15 (p. 63). These figures are for merchandiso
only, on private account. .

2 Cf. Fig. 156 (p. 63).

3 Apart, that is, from the unhealthy boom of 1920-21.

4 Before the War 76-6 per cent. of the imports were manufactured goods.
In 1925-26, the percentage had fallen to 74-3, and in 1926-27 to 72-8 (cf.
Annual Review of the 1'rade of India, 1926-27, p. 3).

5 These figures are for 1925-26. The figures in brackets are for 1926-27
(cf. Table III). Note that in the text the items are quoted in the order of their

importance in 1925-26, whereas in Table III, they are placed in order of their
importance in 1926-27,
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Value of the Import and Export (Indian Produce only) Trade of British India
tn 191314 and in each post war year.
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(i) Cotton and cotton goods Rs.69-3 crores (Rs.70-0 crores)
(ii) Iron and steel goods . . Rs.181 ,, (Rs.167 ,, )
(iii) Sugar . . . . . . Rsl58 , (Rsl91 , )
(iv) Machinery and millwork . Rs.14-9 ,,  (Rs.13:6 ,, )
(v) Mineraloil. . . . . Rsl07 , (Rs. 91 , )
(vi) Hardware . . . . . Rs. 52 , (Rs. 50 ,, )

(vii) Railway plant and roll-
ingstock . . . . Rs. 49 ., Rs. 32 , )

In 1926-27 the last item fell to an exceptionally low figure,
and was surpassed in value by ‘ mechanically propelled
vehicles,” “silk and silk goods,” ‘‘ chemicals and drugs,”
and “provisions and oilman’s stores.” There is, however,
no reason to expect that India’s demand for railway plant
and rolling stock will remain at this exceptionally low figure.!
On the other hand, the rise of ‘ mechanically propelled
vehicles ”” to a position of first-rate importance is likely to be
maintained, owing to the increasing use of motor-cars in
India.2 The bulk of the remaining imports consist of mis-
cellaneous manufactured goods, together with some coal and
salt.

Cotton and cotton goods (the bulk of which are piece-
goods) retain the premier position that they have held
so long amongst imports. This line of trade is so impor-
tant, that it will be analysed separately, in some detail,
below.3

In spite of the establishment of the ““ Tata Iron and Steel
Works 7 at Jamshedpur (Bihar), and of a number of other
works producing iron, structural steel, machinery, etc., India
cannot yet supply anything like her own requirements of iron
and steel goods,* machinery, millwork, railway plant, and
rolling-stock. For such goods she is still dependent on Western
countries, particularly the United Kingdom.5

I In the pre-war quinquennium the average value of railway plant and
rolling stock imported was Rs.6:1 crores.

2 At the beginning of the century imports of motors, motor-cycles, etc.
were negligible. In the pre-war quinquennium they had an average annual
value of only Rs.1-79 crores. In 1926-27 34 per cent. of the motor-cars
imported came from Canada, 30 per cent. from the United States, 19 per cent.
from the United Kingdom, and 11 per cent. from Italy.

3 8. 4.

4 Cf. Appendix B, “ The Indian Iron and Steel Industry.”

® The United Kingdom still heads the list of countries supplying pig-iron
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Although sugar is sown over about 2} million acres in
India, the output does not satisfy Indian needs, so that large
quantities of cane and smaller quantities of beet sugar are
regularly imported. The cane sugar comes mainly from Java,
but as a rule some is also supplied by Mauritius. In 1925-26
some 733,000 tons of sugar (cane and beet) were imported,
which happened to be almost precisely the same as the pre-
war quinquennial average.! In 1926-27 imports rose to
826,000, of which 611,700 were cane sugar from Java, 49,200
beet sugar from Germany and other Continental countries,
and 15,500 cane sugar from the United States. The imports
from Mauritius fell to only 100 tons in that year, as the grant
of Imperial preference on sugar has diverted that crop to the
United Kingdom.

India’s imports of mineral oil also supplement indigenous
(.. Burmese) supplies.2 In 1925-26 no less than 200,000,000
gallons, and in 1926-27 183,000,000 were imported, as com-
pared with only 80,000,000 in 1900-01. The great increase
has been in the import of fuel oil, and (to a lesser extent) of
lubricating oil. The United States supplied no less than 87
per cent. of the 64,050,000 gallons of kerosene, and Persia
74 per cent. of the 90,582,000 gallons of fuel oil imported in
1926-27.

The trade in hardware is also important and increasing.
The additional supply, is mainly obtained from Germany (and
to a less extent from the United States), so that whereas
in 1913-14 the United Kingdom supplied 57 per cent., and
Germany 18 per cent. of the total, in 1926-27 the United

and iron and steel goods to Tndia, although she now supplics a smaller pro-
portion of the whole than she did before tho War, as is shown by tho following
figures :

Source of supply of India’s imported pig-iron and iron and

steel goods. LN
1913-14. 19256—26. 1926-217.
United Kingdom . 59-8 per cent. 55-3 per cent. 48-1 per cent.
Germany . . . 196 ” 78 ” 9-3 ”
Belgium . . . 170 ” 259 304
964 7 890 878 7

(Cf. Annual Review of the Trade of India 1926-27, p. 30). India’s imports
of pig-iron are now almost negligible, amounting in 1926-27 to only 1,627 tons,
as compared with the production in India of 957,000 tons.

1 The great increase in sugar imports came at the beginning of the 20th
century. In 1900-01 only 263,000 tons were imported.
2 Cf. Chap. 1. 5. 2-
F
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Kingdom supplied only 36 per cent., and Germany, 31 per
cent.

In addition to imports on private account, India has a
considerable net import on Government account. This
amounted in all to Rs.8,33 lakhs in 1925-26 (Rs.8,00 lakhs
in 1926-27), as compared with an average of Rs.5,71 lakhs
before the war.

We have already seen that normally India has a large
net import of bullion and specie.! During the War, supplies
were severely restricted, so that since the conclusion of the
War India’s demand has been particularly great. Net imports
of bullion and specie rose to a record figure of Rs.94 crores,
in 192425, since when the leeway seems to have been made
up, and imports have fallen to a more normal figure; s.e.
Rs.51 crores in 1925-26 and Rs.39 crores in 1926-27 (as
compared with Rs.36 crores in 1913-14). One explanation
that has been offered of the abnormally heavy imports of
specie between 1922-23 and 192425 is that the price of cotton-
goods at this time was so high that consumers were tem-
porarily prevented from purchasing anything like normal
quantities. Instead they bought specie, in the hope that the
price of cotton goods would eventually fall. In any case it
is clear that the decline in imports of bullion and specie
has corresponded with an increase in imports of cotton
goods.

India’s total * visible” imports in 1925-26, including
merchandise on private account, net import of Government
stores, and net import of specie, thus amounted in all to
some Rs.2,86 crores. Deducting this from India’s exports
(Rs.3,74 crores), we find that India had a surplus of exports
of Rs.88 crores, for which no “ visible ” return was received,
but which is accounted for by India’s political and commercial
relations with the West, particularly with the United Kingdom,
as already explained.?

India’s principal exports fall into more easily defined
classes than her imports. No less than 85 per cent. of the
total are included in the following six classes : 3

t Cf. Fig. 15, p. 63.
2 Cf, Chap. II, p. 41, above.
3 These figures arc for 1926-26. 'The figures in brackets are for 1926-27

cf, Table 11I).
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(i) Raw cotton and cotton

goods . . . . . Rs.104:6 crores (Rs.69-3 crores)
(ii) Jute, raw and manu-

factured . . . . Rs968 , (Rs.799 , )
(iii) Grain, pulse and flour Rs.480 ,, (Rs.392 , )
(iv) Oilseeds .+« . . Rs296 , (Rs.190 ,, )
(v) Tea . . . . . . Rs271 , (Rs.290 , )
(vi) Hides and skins, raw

and manufactured . Rs.143 |, (Rs.146 ,, )

In addition considerable quantities of lac,! raw and manu-
factured wool, ores (especially manganese), metals and manu-
factured metal goods,? and mineral and vegetable oil are
exported.?

Foodstuffs and raw materials still preponderate amongst
Indian exports, but there has recently been a marked tendency
towards a relative, as well as an absolute, increase in the
export of manufactured articles. In 1926-27, 28-3 per cent.
of the exports were manufactures, as compared with 23-1 per
cent. in 1913-14. The most important manufactured goods
exported are jute gunnies and hessians, cotton piece-goods,
tanned hides and skins, vegetable oil and paraffin wax.

The marked increase in large-scale industries, and in the
number of persons employed therein is often overlooked by
Indian publicists, who declaim about the ‘ ruralisation > of
India as if the changes in that direction that did take place
during the nineteenth century had continued unabated up
till the present day. It is true that during the nineteenth
century many indigenous Indian industries declined or even
(in a few cases, such as the hand-spinning of cotton) practically

1 Lac is obtained in the forests from the resinous exudations of certain
insects. It is mainly exported in the form of shellae, and is utilised as a
varnish, in the manufacture of shells, gramophone goods, and for insulation
in the electrical industr’(ef”C. W. E. Cotton, Handbook of Commercial In-
formation for India, p. 248 et seq.). In 1925-26, 540,000 cwts. were exported.

2 Congiderable quantities of pig-iron are now exported (cf. Appendix B).
« 3 Opium used to be one of India’s most valuable exports, but the trade has
declined rapidly since an agreement was made in 1907 between the Indian and

-Chinese Governments designed to bring to an end the former large export to

China. Since April 1926, public sales of opium in India have been discon-
tinued, and export is only permissible with an import certificate from the
Government of the importing countries which have ratified the International
Opium Convention of 1912. Eventually all export excopt for medicinal
purposes is to cease. (Cf. Annual Review of the Trade of India, 1926-27,
p. 97).
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ceased, whilst the predominant nature of Indian exports changed
from manufactures and specialities (at.the beginning of the
century) to foodstuffs and raw materials (near the end of the
century). (Since the middle of the nineteenth century, how-
ever, new ndustries—in particular the Cotton and Jute Mill
Industries—have been ebt&b].l&]’led ‘and have since enormously
exXtended their output and export so that since 1900 there has
been a striking change over in the whole econoﬁnqu_trjend
Not only have large-s -scale industries rapidly increased, but
there ias been a revolution in the economic policy of the
Government, which now accepts the principle that assistance
and protection should be given to both existing and potential
large-scale Indian industries.!

Lgotto&_’&VL_.J‘J;)_d_m.m_].;_f(L_ctl_uli,,‘h_as since the bcgmmnor

t.

he twenticth eenbury—usuallyheaded the list of India’s
exports, as it does of her imports, but whereas the imports

are mainly manufactures, the exports are chiefly of raw
cotton.2" Jute (raw and manufactured)mow—competes with
Cotton for the first place amongst exports, and in one or two
years (%rticularly during the war) has actually surpassed

it in valug.3

The quantity of raw cotton exported has increased more
than 50 per cent. since before the war, 745,000 tons being
exported in 1925-26 as compared with a pre-war (quinquennial)
average of 430,000. Exports of piece-goods have also increased
since before the war, but of yarn have declined. In 1926-27
therc was a slump in the export of raw cotton, which fell to
569,000 tons, as the Indian crop was much below normal,
whilst, that of America was exceptionally large, so that a poor
Indian crop coincided with low prices.*

The production of jute is concentrated in Bengal which,
in consequence of its peculiarly favourable climate and soil,
has almost a world monopoly of the crop. Jute is the cheapest
known fibre that can be used for bagging and baling agri-
cultural produce,® and is in great and increasing demand all

L (f. s 5, below.

¢ In 1926 -26, raw cotton accounted for over 90 per cent. by value of the
totnl exports of *“ Cotton and cotton goods.”

3 Jute headed the list in 1926-27.

¢ For a moro detailed analysis of the trade in cotton and cotton-goods, cf.

s. 4, below.

® The chief articles made from jute are gunny bags (for rice, wheat and oil-
sceds ote.), cloth called * hessians” (used for baling cotton, cte.), coarse
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the world over.! Hence the cultivators and manufacturers
have been in the happy position—apart from short period
fluctuations due mainly to great seasonal discrepancies in
both the area sown, and the demand from particular
countries 2—of obtaining increasing prices for an increasing
output.3 The actual manufacture of jute in Bengal, on a
large-scale, did not begin until the second half of the nineteenth
century,* and has greatly expanded since the beginning of
this century and even since pre-war days, as is shown in the
following table :

Number of Persons

Jute Mills, Spindles, Looms, employed.  Paid-up capital.
1900-01 . . 36 317,348 15,340 111,272 Rs.4,09 lakhsS
1913-14 . . 64 744,289 36,050 216,288 Rs.7,65 ,,
1926-26 . . 90 1,063,700 50,605 331,326 Rs.17,40 ,,

The jute mill industry is almost entirely under European
management, and is on the whole excellently organised.® As
in most other large-scale Indian industries, management is
not conducted directly by the jute companies, but is handed
over to well-known firms which agree to become ‘‘ managing
agents ’ for the mills.” Although the management is in
European hands, more than half the capital in the industry
is now owned by Indians.

carpets and rugs, sandbags and cordage.  During the War jute was also used
for making tents, tarpaulins, wagon-covers, ground shects, water-buckets, etc.

L The export of raw jute first rose to considerable proportions during the
Crimean War, when it was substituted for flax formerly obtained from Russia.
At first it was manufactured mainly in Dundee, but the Dundee juto industry
has now been greatly surpassed by that of (‘alcutta.

* The profits made by Bengal Jute Mills have been extremely high. Cf.
* Capital,” where quotations over a period of years are reported.

3 For instance, tho area sown with jute in 1922 was 1-8 m. acres, but (with
high prices) rose to 2:8 m. acres in 1923. A fall in prices naturally followed.
Again, whereas in 1922-23, Chilo only imported 6} million jute bags, in 192324
it imported 44 millions.

4 Tho first jute spmning-machine was set up in Bengal in 1855, and the
first power loom in 1859.

5 So far as is known. The records at this time were incomplete.

¢ Tn nearly all the mills both spinning and weaving are carried on. The
machinery used is good and up-to-date. The weakest point is the recruit-
ment and treatment of the labour force, which is unfortunately left to a great
oxtent to native agents called ** Sardars.” Theso men recruit new employees
from a considerable distance (the Bengali is too prosperous to accept employ-
ment in & jute mill), and often obtain a strong financial hold over them.
Housing and social conditions are very bad amongst the employees of the jute
mills. The European managers are dependent for labour upon the Sardars
and have little direct control over the mill-hands.

7 This system and its advantages and disadvantages are discussed in more
detail below (cf. Chap. V, s. 1).
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The value of manufactured jute before the war was approxi-
mately equivalent to that of the raw jute exported,! but now
greatly exceeds it, in spite of the fact that the actual quantity
of raw jute exported rose from a pre-war average of 464,000
tons to 642,000 in 1925-26, and 708,000 in 1926-27.

/At the end of the nineteenth century, in a good year, * grain,

pulse_and flour ” was India’s leading item of export, but it
now takes third place, even when the monsoon is above the
normal. Naturally the quantity of foodstuffs exported
fluctuates considerably from year to year, in correspondence
with the harvest, but the tendency appears to be for a smaller
proportion of the total crops to be exported, at least in the
case of wheat.2 -

@ (mainly from Burma) and wheat (from the North-
West) are the chief food grains exported.®> In a good year
some 2 million tons of rice and (less often) 1 million tons of
wheat may be exported. The quantity of rice exported in
1925-26 was 2-5 million tons, as compared with a pre-war
average of 2-4 millions, but only 212,000 tons of wheat were
exported in the same year as compared with a pre-war average
of 1-3 millions. On the other hand, in 1924-25 the wheat
export amounted to 1-1 millions. In 1926-27 2-0 million
tons of rice and only 176,000 tons of wheat (excluding 59,000
tons of wheat flour) were exported. Little change is therefore
apparent in the rice trade, whilst the position with regard to
wheat is somewhat uncertain. Wheat is the natural food of
the people in certain districts of the Punjab only, but owing
to the profitable nature of the export trade after railways
had been constructed and the Suez Canal opened, the area
under wheat has increased enormously-since 1870. The total

! Before the war the average value of raw jute exported was Rs.22 crores,
as compared with Rs.20 crores in the case of manufactured jute. In 1925-26
the corresponding figures were Rs.37 and Rs.58 crores.

2 The following figures illustrate this point :

Percentage of Kxports to Total Production.
Pre-war War " Post-war

average. average. average. 102425,  1925-26. 1926-27.
Rice . . 9 5 5 7 8 7
Wheat . 14 9 3 13 3 2

Note that in 1924-25, the percentage exported approximated to the pre-war
figure, but in all other years it has been much lower, especially for wheat
(cf. Annual Review of the T'rade of India, 1926-27, p. 203).

3 The other foodstuffs exported include pulse, barley, jowra bajra, and
maize.
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crop of wheat in 1925-26 was estimated at 8-7 million tons.
More extensive cultivation has been accompanied by more
extensive consumption, and the probability is that in the
future internal consumption will increase at least as fast as
production and that export will not increase, even if it does
not progressively decline.!

In India many publicists and industrials maintain that the
export of foodstuffs should not be permitted, because a large
proportion of the population is chronically underfed, and
consequently the whole crop is needed within the country.
To prohibit exports in a good year would, however, only make
matters worse, as prices would fall and producers would
attempt to retrieve their fortunes by sowing a smaller area
with food-crops, in place of which they would grow cotton,
oilseeds, or some other commercial crop which would yield a
larger profit. On the other hand, the policy that has been
followed of prohibiting exports in times of scarcity is advan-
tageous, as even when internal prices rise, exports are at
present not adequately checked, owing to the fact that pro-
ducers are financially tied to dealers, and dealers to exporters.

The export of various types of oilseeds—linseed,” cotton,
castor, rape, sesamum, and copra, together with groundnuts 2
—became of great importance during the last quarter of the
nineteenth century; but fluctuates considerably from year to
year in correspondence with the .relati ion
and internal demand. Exports form a useful and profitable
surplus which can be drawn upon by the internal market in
a bad season. In 1925-26, no less than 1-2 million tons of oil-
seeds (in 1926-27, 838,000 tons) were exported, as compared
with a pre-war average of 708,000 tons. Attempts have
recently been made to express the oil in India, but by far the
greater quantity is still exported in the raw state. The uses to
which vegetable oil is put in the west are now legion, and it
is felt that India does not yet make the best use of her oilseed
resources. For instance, no use is made of a large proportion
of the cotton seeds.® One of the difficulties preventing the

1 The area under wheat and the total production has not declined since
before the war, although exports have fallen.

2 Groundnut is now the leading type. In 1925-26 no less than 455,000
tons were exported, as compared with a pre-war average of 211,800 tons.

3 In America, on the contrary, the cotton seed is crushed, the oil used for
edible purposes, and the cake as manure or cattle-food.
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more extensive crushing of oilseeds in India is that there is
at present no market for oil-cake in India, as the cultivators
are too poor to utilise it either as a cattle-food or as manure.
Moreover, the prevailing methods of refining vegetable oil are
still very crude.

Tea is India’s premier plantation product, and the tea
trade will be discussed in some detail below in connection
with the trade in other plantation products.! In 1925-26
some 325 million, and in 1926-27 349 million Ibs. were exported,
as compared with a pre-war average of 322 million Ibs.

The export of raw hides and skins from India varies
inversely with the raiifall, as in a dry year more cattle have
to be killed. The export in 1925-26 and 1926-27 amounted
to 51,000 tons, as compared with a pre-war average of 57,000
tons. Great efforts have recently been made to improve
tanning and expand the leather industry, and the proportion
of tanned and manufactured, as compared with raw, hides
and skins exported has increased greatly since pre-war days.
Whereas before the war the value of raw hides and skins
exported was more than double that of ‘ manufactured ”
hides and skins, the value of the latter is now rather greater
than that of the former. Indian “kips ”—i.e. partly tanned
hides—are in great demand in the West for the uppers of
boots and shoes. Unfortunately India’s livestock are, on the
whole, inferior, and there is great need for an improvement
in the breeding and care of cattle and of sheep.2

It can undoubtedly be concluded that the export trade is
in a flowrishing condition, and that India is the producer of
a large number of goods that are in great and increasing
demand in the West. In one respect she is at a disadvantage
in comparison with pre-war days. Whereas before the War

the pricg of foodstuffs and raw materials was high in relation
to the p%ce)ﬁ-)\__f__omm%—dey the situation is reversed.
This means that at present Indian producers obtain relatively
little for what they export, and have to_pay relatively much
for their purchases. The discrepancy between the price levels

of these two g@z classes of commodities has, llgvzqyer,aféady

L Cf. Chap. V1, s. 3.

* One great difficulty is tho religious veneration of the Hindus for the cow
(and in many cases for all animal life). This prevents not only the consump-
tion of meat by the upper classes, but also the improvement of the herds by
careful selection and breeding.
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begun to decrease, and it seems likely that it will eventually
prove to have been merely a temporary result of war dis-
locations.

2. The Direction of Indian Trade.

The shares taken by particular countries in the foreign
trade of India, and the changes in those shares since pre-war
days can be studied in Fig. 16, p. 73. From this it appears
that in 1925-26 India obtained 51 per c