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The Colombo Plan 
THE Colombo Plan submitted to 

the meeting of the Common
wealth Consultative Committee in 
London held in September was pre
sented to the Parliament during 
die week. It rovers India, Paki
stan, Ceylon, Malaya and British 
Dorneo, Invitations were issued 
to Burma, Indonesia and some 
other countries of South East Asia 
to participate in i t . They have 
not yet done. If they do, which 
is now extremely unlikely, their 
plans, when ready, wil l be pub
lished as a supplement. 

Though intended primarily for 
American consumption to induce 
the State Department to sponsor 
something like a Marshall Plan for 
S.-E. Asia, the report is in no 
sense a kite flying document, if the 
estimates submitted by the other 
countries art: on a par wi th those 
put up by India. The latter, on 
a cursory glance, appear to have 
been stripped down to the bare 
bones. In fact, the over-all esti
mates are so modest that America 
is being asked to Laid or spend 
only onr: dollar for every 19 dollars 
spent on Marshall Aid to Western 
Europe! 

Taking these countries together, 
development is projected for the 
next six years at an estimated cost 
of £1,868 millions of which £1,084 
millions wil l have to be met from 
external sources, including with
drawal from sterling balances. 
While therefore the expenditure 
wil l have to be met by the coun
tries themselves to the extent of 
42 per cent, of the total, 58 per 
cent, of the investment will have 
to come from foreign capital. In 
the case of India, the proportion 
of "foreign resources is smaller, being 
only £607 out of £1.379 or 44 per 
cent. 

The plan covers fundamental 
projects like agriculture, transport 
and communications, fuel and 
power,, industry and mining, and 
social services including education, 
health, housing, etc. It is recog
nised that economic development 
requires as a condition precedent 
the provision of certain elementary 
social services. 

Despite the emphasis on the 
report on the supreme necessity of 
mobilising internal resources to the 
maximum extent, foreign capital in 
appreciable quantity is made an

other condition for the successful 
operation of the Plan and is re
garded as essential in order to 
speed up development. 

The Report anticipates the fol
lowing results in 1956-57, on suc
cessful implementation of the pro
gramme : 

More land under cultivation— 
13 million acres 
(increase of 3½ per cent.) 

More foodgrains produced- 6 mil 
lion tons 
(increase of 10 per cent.) 

More land under irrigation -
13 million acres 
(increase of 17 per cent.) 

More electric generating capacity 
-1.1 million kwts. 

(increase of 67 per cent.) 

T h e P r o b l e m of South East 
Asia 

South and South East Asian 
countries contain 570 mill ion people 
—one quarter of the world's popu
lation. The area is rich in natural 
resources but little touched yet by 
the Industrial Revolution which, 
in 150 years, has so completely 
transformed the face of the West
ern world. It plays a big part in 
world trade. It provides almost all 
the world's exports of jute and 
rubber, more than ¾th of the tea, 
about 2/3rd of the tin and 1/3rd of the 
oils and fats. These key products 
have for generations flowed into 
the great trade routes helping to 
sustain the industries of Europe 
and America. 

Apart from this material capital, 
these countries possess incalculable 
capital in the form of the traditions 
of civilisation which are older than 
history itself- traditions which 
have produced treasures of art and 
learning and which still mould the 
minds and spirits of their peoples. 

F u n d a m e n t a l P r o b l e m 
Pover ty 

Despite this potential wealth, 
both human and material, the 
fundamental problem of the region 
is poverty. The population in the 
area is growing rapidly—by 20,000 
every day! Agricultural produc
t iv i ty is low. Industrial power has 
not been developed to an extent 
which can meet the needs of the 
growing population or improve 
their standard of l iv ing . Again, 
the last War, by destroying or 
damaging large parts of the area 

has caused a further worsening of 
the l iving conditions. 

This poverty, apart from caus
ing the low economic conditions of 
the people of the area, is apt '' to 
cloud and circumscribe" the 
human assets that the area posses
ses. The Plan aims to raise the 
people from their low economic 
conditions by undertaking some 
basic development projects. Science 
and techniliogy has made progress 
possible in other parts of the world 
and there is no doubt "that by 
application of similar process " the 
hastening " of a similar develop
ment in Asia can be brought about. 
Such a consummation wi l l be of 
benefit not only to Asia, but to 
the entire world as the latter wil l 
gain immensely from further deve
lopment of the natural resources 
of these countries and the skills 
which their peoples possess. Again, 
the very fact that a fast growing 
population in this area would have 
more resources to stand by would 
contribute towards " a healthy 
world economy." 

The distribution and cost of the 
prog amines of these countries are 
given i n Table I . 

E x t e r n a l C o n t r o l 

The prime limitation in the exe
cution of the programme is the 
avaitability of internal and e t e r n a l 
finance. The Report says: " The 
shortage of capital is the main 
limitation on the execution of the 
development programmes described 
in tins Report. This arises simply 
from the poverty of the area. I ts 
productivity and national income 
per head are so low that the tax 
structure is inevitably narrow and 
the taxable capacity inadequate; 
the flow of savings is insufficient, 
for the great mass of the people 
have no margin above subsistence 
level. Consequenily there are very 
limited resourees wi th which to 
finance the capital expenditure 
required for development." Draw
ing its main conclusion in this con
text, the Report says that the 
problem which confronts the coun
tries in this area is to secure, dur
ing the coming six years, a flow of 
capital from overseas of the order 
of £1,084 millions to enable them 
to carry out their min imum deve
lopment programmes. 

The Report indicates five methods 
by which the amount of external 
finance required could be raised: 

(a) Out of the foreign assets 
which the countries in the area 
themselves possess—in particular, 
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the sterling credits which some of 
them built up in London during 
the War. India, Pakistan and 
Ceylon, the Report says, expect 
that they wi l l be. able to draw on 
these assets up to a total of £246 
millions during the next six years. 
The estimated withdrawal of India 
alone would be lo the tune of 
£210 millions. 

(b) Out of money put up by pri
vate investors abroad for use of 
private enterprise in the area. It 
is too early to say, the Report 
observes, how much can be expect
ed from this source but the oppor
tunities for private enterprise in 
South and South East Asia should 

increase as the development pro
grammes get under way; 

(c) Out of money lent by pri
vate investors abroad to the Gov
ern ments in the area, for example, 
by subscribing to loans floated in 
London and other important finan
cial centres; 

(d) Out of loans from the Inter
national Bank for Reconstruction 
and Development, Observing that 
the Bank is a very important 
source of funds the Report hopes 
that it would be possible to enlist 
its full support and co-operation; 
and 

(e) Gifts and loans from Govern
ments outside the area to Govern

ments inside it. The Report ob
serves; 'A substantial element of 
Governmeat-to -government finance 
wil l be required, paiticularly in ' the 
early stages of the development 
programmes," as it is very un
likely that, in view of the magni
tude involved, the external finance 
available through the previous four 
channels wil l be enough to enable 
the development programme to be 
carried out. 

Another limitation in the work
ing of the development schemes is 
the availability of technical skill , 
mainly of highly skilled personnel, 
such as engineers, doctors and 
agricultural experts. Since the 
technical assistance available or at 
present planned through national 
and international sources cannot 
meet all the known needs of the 
area, the Commonwealth Consulta
tive Committee at its meeting in 
Sydney in May 1950 decided to set 
up a Technical Assistance Scheme 
to which Commonwealth Govern
ments have agreed to contribute 
an amount upto a maximum of 
£8,000,000 over three years. 

To implement the above scheme 
a Council of Technical Co-opera
tion has already been constituted 
with its headquarters in Colombo 
and is expected to start function
ing very shortly. The main work 
of the organization will be to f ind 
out what the countries in the area 
arc looking for in the way of over
seas experts and training facilities 
and to see what can be done to 
help them. At the same time the 
Council wi l l assist these countries 
to expand their own facilities for 
training- Wi th regard to the tech
nical assistance already being pro
vided by the United Nations and 
its Specialised Agencies and under 
the ' "Point Four ' programme, the 
Council wi l l keep in close touch 
with these organizations to prevent 
any overlapping and to make sure 
that the limited number of trained 
men available to the area are em
ployed to the best advantage. 
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