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A Plan for an Ex-Colony 
The Economic Development of Malaya. Report of a Mission organised by the International Bank for 
Reconstruction and Development. The John Hopkins Press, Baltimore, Pp 707. Price $ 7.50. 

|N discussing the problems of the 
economic development of under

developed countries, one can think 
on the one hand entirely in general 
terms and develop on that basis a 
theory of the process of economic 
growth. On the other hand, it is 
also possible to go to the other 
extreme of viewing the specific 
problems of each country in the 
light of the special conditions pre
vailing there and make ad hoc 
recommendations wi th regard to 
their solution. 

While there has been a welcome 
tendency during recent years to 
pay adequate attention to the deve
lopment of a theoretical framework 
of ideas regarding the process of 
economic growth, perhaps leas atten
tion has been devoted to the wide 
variety of conditions that are found 
in different countries. More parti
cularly, not enough attention has 
been paid to the question or fit t ing 
the variety of problems that arise 
in different underdeveloped coun
tries into the theoretical framework 
of ideas regarding the process of 
economic growth as these have 
been developed during recent times. 

Wrong Assumptions 
This study of the economic deve

lopment of Malaya, which includes 
both the Federation of Malaya and 
the Crown colony of Singapore, by 
the I B R "D Mission, brings out 
clearly the special problems of 
development facing that country but, 
unlike other studies of the Bank, 
there is no attempt to fit these 
special problems into the theoretical 
framework so widely accepted to
day. Nevertheless, the study is of 
value because it brings out clearly 
the peculiar developmental pro
blems facing this part of the world, 
and also brings together a wealth 
of Information about this region. 

In a sense, however, this Report 
has already become out of date. 
The Report seems to proceed on the 
assumption of the political unifica
tion of the Federation and Singa
pore which, in the context of la
test political development, seems a 
rather distant possibility now. The 
frequent references in the Report 
to one entity called 'Malaya' has 
a l i n g of unreality about i t . The 

two units, i e, the Federation and 
Singapore, are, to a l l intents and 
purposes separate political entities 
and distinctions between the two on 
the political plane are l ikely to 
widen rather than narrow because 
the relationships with the colonial 
power, as they have emerged, follow 
different courses. It Is doubtful 
that on the economic plane either 
the two units would act in cohesion. 
Of course, there would be numerous 
points at which cohesion of econo
mic policies between the two units 
would perhaps be called for in their 
mutual Interest but this is some
thing which has to be brought home 
to the leadership of the two units on 
a proper appraisal of the points of 
contact between the two economics 
and not just taken for granted. 
The I B R D Report proceeds pre
cisely on the latter assumption. 
Perhaps the fault is not theirs. 
They must have been encouraged 
to make the above assumption. 

Two Distinct Units 
There are no doubt a number of 

similarities between the Federation 
and Singapore. Both have witnessed 
a large volume of immigration in 
the past wi th the result that both 
in the Federation and Singapore 
the foreign settlers, who are mostly 
Chinese, Indian and Pakistani, com
prise a majority of the present 
population. But, of course, wi th 
a difference. While in the Federa
tion the Malayans comprised 49 
per cent of the total of its total 
population, in Singapore they con
stituted only 12 per cent In both 
cases, however, immigration in 
recent days is become a mere 
trickle. There is a steady trend 
towards a more 'settled' and less 
transient population. This means 
that, unlike in the past, fluctua
tions in the level of economic acti
v i ty have to be absorbed and recti
fied internally. In the past when
ever the economy was under strain 
the foreign settlers would migrate 
back to their countries of origin 
and tha t provided some relief to 
the economy. This is no longer 
so because a stage has now been 
reached when those who were once 
foreigners in Malaya have started 
considering it as their home. 

But the very fact that the racial 
complexion of the population of the 
two units is not the same itself 
should not only give rise to differ
ent political and social problems 
but also project itself Into the eco
nomic field. Wide differences actually 
exist between the Federation and 
Singapore in the economic flold. 
The Federation's is primari ly an 
agricultural economy whereas Singa
pore's is s t i l l almost entirely a 
commercial one. A n d one of the 
factors which accounts for these 
differences must have been the 
fact that the large proportion of 
Singapore's population consists of 
Chinese settlers whose interest is 
confined primari ly to trade and 
commerce, whereas the majority in 
the peninsula consists of Malayans 
and Indians wi th interest in agri
culture. Now, this cannot be taken 
too far because the argument can 
perhaps be reversed and sounded to 
apply equally forcefully. The im
portant point that emerges is that 
because of the basic differences the 
lines on which development in the 
two units proceeds would have to 
be different. This does not mean 
that the two economies are not 
complementary or that they cannot 
become more complementary. The 
idea is only to emphasise the differ
ences in the nature of the problems 
faced by the two units. The i m 
pression one gets from the Report 
under review is that the artificial 
attempt made towards a unified 
study of the problems and pros
pects of development in the two 
units must have been a handicap 
to the officials investigating on 
behalf of the Bank. It certainly 
is a handicap to the reader who is 
interested in understanding the 
problems as they exist In the two 
units. 

As for the actual programme of 
development suggested by the Bank 
Mission there could hardly be any 
quarrel on broad recommendations. 
Remembering that the Mission con
cerned itself primarily wi th draw
ing up a programme of investment 
in the public sector the emphasis 
on concentration on social over
heads is quite understanding. So 
also the broad lines of priority in 
the allocation of public investment 
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resources in the Federation wi th 
greater emphasis on agriculture, 
and in Singapore w i t h greater em
phasis on public utilities and other 
quasi-commercial services and 
facilities. 

One of the recommendations in 
this Report which wi l l , perhaps, 
interest Indian readers espicially at 
this moment is the one relating to 
the sterling reserves. So far the 
practice in Malaya, as in other 
Bri t ish colonies, has been to keep 
a 100 per cent sterling reserve 
backing for the local currency 
which meant that any expansion in 
local currency must be accompanied 
by a corresponding investment in 
sterling reserves. The Report is 
very cautious and circumspect in 
criticising this practice. But it Is 
clearly not in favour of the present 
system. In its own words: 

"The stability and the security of 

the currency board system does 
not depend on 100 per cent ster
l ing backing for the currency; it 
depends on sufficient sterling 
being available to redeem that 
part of the currency In respect 
of which claims for redemption 
might conceivably arise. This 
fact provides a margin within 
which the Central Bank may 
effectively operate without losing 
any of the practical advantages 
of the existing system". 

St i l l as a substitute what the Report 
suggests is a fiduciary issue wi th in 
the present 'currency board' frame
work—a recommendation which 
cornea rather as an anti-climax. 
No doubt this recommendation is 
an advance on the previous prac
tice but, as we in India recently 
have found out, the practice of l ink
ing by statute foreign exchange 
reserves wi th domestic currency is 

outmoded and comes in the way 
of development. When develop
ment in Malaya gets Into stride 
she w i l l however have the advantage 
of the Indian experience to go by. 

World Bank Loans 
I N U R I N G the three months ended 

September 30, 1957, the World 
Bank made 11 loans totall ing 214.3 
mil l ion. 

One loan was in Belgium 
($ 10 mn), two in Chile ($ 22 mn), 
two in Ecuador ($ 19.5 mn) , four 
in India ($ 90 mn) , one in Japan 
($ 7 mn) and one In Thailand 
($ 66 mn), bringing the total num
ber of loans to 181 in 45 countries 
and raising the gross total of 
commitments to $ 3,322.3 mill ion. 

Disbursements on loans were 
$ 119.3 mill ion, making total dis
bursements $ 2,415.3 mill ion. 
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