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CIRCULAR. Downing*,. Street,

SECRET 9th February, 1942-

Sir,

I liave recently had under consideration the possibility of 
giving some general guidance to Colonial Governments in connection with 
claims for increases in wages in Colonial Dependencies having regard to 
the increasing cost of living. There is abundant information that this 
matter lias been, and will be, increasingly brought to the notice of 
Colonial Governments, and there are important general considerations 
connected with it which ought to be borne in mind in any decisions which 
may have to be taken.

\J

I should wish to make clear at the outset that the following 
discussion is confined to this particular problem of the adjustments 
necessary in view of the rising tendency in the cost of living. I am 
not discussing here increases in the real incomes of Colonial 
populations. Clearly the rise in the real standard of living, which is 
the longterm objective of His Majesty1 s Government as stated in my 
circular (2) despatch of the 3th June, 1941, will normally be 
accompanied by a rise in money incomes and £)articularly in basic rates 
of %ages. The fundamental basis, however, of such a rise in the 
standard of living must be an increase, by greater local productivity 
or otherwise, in the quantity of goods available for purchase and 
consumption, and my circular already referred to made clear that schemes 
aiming at such greater productivity should not be deferred if it is 
possible to carry them out in wartime conditions. It was not, hovrcver, 
my intention to suggest that the object could be achieved merely by 
monetary action, that is, by increased money incomes all round.

2.

Y/hat is discussed here is the narrower but more immediate 
problem of what can be done to prevent an actual decrease in the 
standard of living, particularly of the lower paid workers, owing to 
changes in the monetary field, i.e. rises in the cost of living.

It is an undoubted fact that prices of many necessary articles 
of consumption which enter into the cost of living have risen in 
practically all Dependencies and are likely to continue to rise. This 
applies more particularly to imported goods owing to the increased 
costs of transport, insurance, etc. , as well as in many cases to 
increased costs of production in the country of origin. Increases in 
the costs of articles of local production have so far in general been 
very much less and the importance of the rise in the general cost of 
living is governed largely by the relative proportion of imported as 
compared with locally produced articles.

The Officer Administering 
the Government of

3-
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*
4. It mudt moreover be agreed that any depreciation in the standard 

of* living of* the* working classes in a greau majority oi Dependencies is most 
It is therefore natural that schemes for the payment of a cost 

of living bonus in addition to wages should be considered both for Government
In a number of Dependencies such cost of living

On the other hand, it may well be that a small and controlled 
rj-oe in prices may have some advantage in that it 7/ill stimulate local 
production in substitution for goods previously imported, 
clearly be undesirable to promote any kind of local inflationary boom on a 
large scale, since that would inevitably lead to the establishment of 
industries which might find it difficult to maintain themselves in post-war 
conditions and would lead in the long run to additional difficulties.

I should like, however, to suggest for the consideration of 
Colonial Governments the desirability of taking all possible measures, on 
the lines which have been taken in this country, to deal with the situation 
by controlling the rise in the cost of living. The measures taken in this 
country include the deliberate subsidisation by Government of prices of 
certain necessaries and the control of prices of such subsidised articles 
and of such other goods as it may be practicable to control.

8.
It would, hoY/ever,undesirable.

I and for private employees.
bonuses are already in operation in individual classes of employment.

important Colonial industries at least, in which a large proportion of
In

some
the employers are United Kingdom firms, there is little doubt that the 
attitude of the employers is affected by the consideration that their 
liability to excess profits tax will be pro tanto reduced by any payment of 
increased wages and they have no doubt agreed to increases more willingly on 
this account than they might have done in normal circumstances.

9.

There are, however, certain very definite dangers in any policy 
which aims at granting increases of wages sufficient to keep pace v/ith an 
increase in the cost of living. Such a procedure is the highroad to 
inflation. As regards its local inflationary effect, it is to be borne in- 
mind that no mere increase in the money income of Colonial populations will 
remedy the actual physical shortage of imported goods. The maintenance of 
an adequate supply of imported manufactured goods for the consumption of the 
mass of Colonial populations is a matter to which close attention is now 
being paid, and it may be that special schemes will have to be devised to 
ensure such maintenance of supplies at reasonable prices, but it is fraught 
with many difficulties, and there can be little doubt that the total quantity 
of imported goods available for sale in the Colonies must continue until the 
end of the war to be below the normal pre-war level, 
putting more money into circulation tends merely to drive up the prices of 
imported goods, so enabling increased profits to be made by distributors of 
such goods and at the same time increasing the cost of living index in so 
far as such goods enter into that figure. It is sufficiently obvious that 
an ini rial rise in the general level of wages may in this way cause a further 
rise in zha cost of living which v/ill in turn justify a second rise in wages 
and so initiate the traditional spiral of inflation.

Tlie inflationary effect is moreover not confined to the individual 
In so iar as the prices of Colonial products sold to the 

United Kingdom are determined by any exact relationship to current costs, a 
rise in >vage costs i/ill lead to a rise in the price paid in this country 
and will increase to that extent the costs of production here, 
the efiecu of any such adjustment in an individual Dependency can only he 
very small, but in the aggregate a general rise in costs of all Colonial 
products might have an appreciable effect on the financial situation of the 
Empire as a whole.

5.

Subsidisation of the prices of necessaries must obviously involve 
a burden, and in some cases a heavy burden, on Colonial finances. None the 
less I think it may well be a preferable policy, particularly where the 
Colonial Government is in receipt of increased revenue as the result of 
wartime conditions. Obviously the conditions of each territory must be 
considered separately and I must not be taken as conveying any promise that 
assistance from His Majesty*s Government would necessarily be forthcoming to 
support such a policy if the resources of the territory itself were 
inadequate. In particular Dependencies, for example, those where the 
principal foodstuff is rice, it might well be that subsidisation of the 
price of rice which is already in a number of cases, wholly under Government 
control, will be enough to keep the rise in the cost of living sufficiently 
in check. It may also be that at any rate in some Dependencies private 
employers, if they are financially prosperous as a result of wartime 
conditions, would be prepared themselves to participate in carrying the 
burden of subsidising prices of essential foodstuffs for their own employees.

As regards general control of prices, particularly of imported 
goods, I am aware that many Colonial Governments have already instituted 
measures of that kind. I am aware also that there are many difficulties in 
effectively controlling prices throughout the mechanism of distribution 
when supplies are falling seriously short of the current demand. In this 
connection reference is invited to my confidential circular despatch of the 
14th July, 1941. I can only urge that all possible steps should be taken to 
prevent profiteering in such conditions.

Nevertheless, however successful the efforts to control prices, 
it must be regarded as inevitable that cost of living bonus&S, if not already 
granted, v/ill have to be granted in the near future in nearly every 
Dependency in order to meet increases in the cost of living, which it is 
now impossible completely to prevent by measures of the kind suggested above. 
Such increases should, of course, be confined to the lower paid workers; it 
is not suggested that there should be any general grant of bonuses to higher

10.

;v
7

In such circumstances,

11.6.
Dependency itself.

Naturally

12..s
7. co“lectlon I would commend for attention the general 

oiscussion of toe problems involved contained in a recent White Paper on 
Price Stabilisation and Industrial Policy, Cmd. 62%-. That caper was written 
with an eye to conditions m the United Kingdom itself, but the theoretical 
considerations underlying it are equally applicable elsewhere.



salaried officials and employees. In such cases I assume that It is possible 
to arrive at some approximate measure of the rise in the cost o * living based 

, on an index comprising common necessaries of life whether local; y produced or 
I imported. The preparation of a really accurate index of that kind is a 
j matter of considerable difficulty and it cannot be hoped that any hd^h degree 
■ of accuracy can be secured, but an index sufficiently accurate for practical 
j purposes should be possible in most Dependencies.l

It is not my desire to lay down any single programme to be followed 
uniformly in all Dependencies, but rather to indicate the general 
considerations and to suggest a general line of policy, which is broadly to 
meet rises in the cost of living which can no longer be prevented by suitable 
wage increases on the basis of cost of living bonuses not necessarily 

! designed to cover the whole of the increases which have taken place, and at 
the same time to endeavour by every possible means to check any further 
increase in the cost of necessaries which would give rise to claims for 
further wage increases. The policy to be followed in each territory must 
necessarily be selective and must be governed by its own economic and 
financial circumstances.

13.

14. I would, however, request that in any event I should be kept fully 
informed of any salient developments in this field and of any action taken 
whether by Government or by private employers.

I have the honour to be,
Sir,

Your most obedient, humble servant,
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of sv-its for the Colonics*
To the Officer Administering the Government of 

Circular Telegram saving.
17th March, 1943.

an in cost-of-living allowancesto i ase in the cost of living.
’ discussed toy a Conference of 

. Lahcmr Beparteonts he3.d at 
,!ce laat Hovsnfeer. The Oonferonoo* 

ctepa taken in the various 
•the hardship causedthe rl

of reoosnn Matlons*
amongst .ieh were the following:-

a ;,a .i actnon formula relating 
i • f-llving allowances to the

cost of living* (The Corfarenae 
nslderetlan should ho given to 

■ 3, in he • lilted Kingdom In the
s: o of the l ining .Industry)*

'4 he reviewed, twice e 
:mv\ variations*

--is v.-v >.;■■■ -.v.-ce should he
■ of the

-of-livi»! burvcxyo. Ho fnoreeeo 
■ Should he

made unless there bad been an/ average increase 
n the 30at of living over the 

preceding yew.
With regard to the first of these reoonmendatlone^ 

S..rc ■. the Heeidtnt' Ml'oietsr’s Office 
Information regarding the formula agreed ujxuv in the 
of. the nlttlng industry* The lilrdairy of iSfeoar ia»d 

.- u*w.e j.vv.vr-?'. ..I omi asked to state at the 
acme tiHo whether the agreement reached In the mining; 
industry woa regarded by them ae a goed one, and X euoloeo 
for your information ooplee of letters received from the 
Officer In charge of the Statistical Division of the Ministry 
(kr.£.C.;jemibofctom). and from sir Frederick Leggett* who is 
one cf the Deputy Secretaries in the Ministry and a menfber 
of ••Ta-; br-j.nl V Advisory Oowuit ee.

3. I think that the information given In these letters 
shouldb a of considerable assistance to many Colonial 
Ooverranaits lr: connection wi th this particular problem.

1.

i
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Original filed in U.P. No. 74/42.
I#

Stanley,

Falkland Islands.

23rd October, 1944*

Sir,

' With reference to your letter of September 25‘th concerning a 
request' received f*rom 'the Falkland Islands Labour Federation for an 
increase of wages, I am instructed by the Board to submit the follow­
ing report for His Excellency's information.

The question was fully gone into at the 17th, 18th and 19th 
meetings of the Board, and the following resolution was finally 
passed, three members voting in favour of the motion, and three 
abstaining from voting

“RESOLVED That Iiis Excellency be informed that the Labour Advisory 
•Board have carefully considered the costs of living in the Colony 
as at the 16th October, 19.44? in comparison with the costs in 1942 
when the last comparison was made.

Consideration has been given to every item (numbering 124 in 
all) in thelists agreed upon as a basis for comparison.

The Board finds that, so far from there being an increase in the 
cost of living since 1942? there is in fact a decrease, though not 
sufficient to justify any consideration of a cut in wages. n

The subsidiary points on which His Excellency required inform­
ation were summarised as follows

1 o

2o

Can a definition of "Cost of Living’' he agreed on?
Has there been a rise in the cost of essentials since June, 

1 943?
If there has been a rise, to what is it due?
Should the Board recommend an increase, where are the 
necessary funds to come from?

((K!
These .points were dealt with in rotation.

(i) Cost Of Living, 
conclusion that they were not in a position to give a fixed and final 
definition of the term ’'Cost of Living1', 
ly agreed "that the list of articles constituting essential require­
ments for a family of 5 for 1936 should be taken as a fair basis on 
which to,calculate possible increases in costs, as in the opinion of 
the Board it constituted a fair average list of goods which may be 
considered essential".

After discussion the Board came to the

It was, however, unanimous-

(ii) Has there been a rise in the cost of essentials? Figures
produced at the meetings and unanimously agreed shewed the following 
increases since 1942, there being no comparative table for <June,l943> 
to work upon:-

7.696
Bed and Table Linen .. 100%
Household (General) .. 20% (approx.)

These, however, were offset by the decrease in the amount of 
money available for expenditure on clothing - this decrease being 
due to the imposition of rationing.

Final figures were as follows

15%Carting
Crockery

Food
33t;o

(monthly totals).

1944.1942.

3. 3.Rent . .
Food .. 
Carting

••— •
11. 18. 8*£ 

10.
12. 16. 11.
-. 11. 6.•



r
2

1942. \1944.
16. 8. 5. 15- 8.

. -■ 15.

. 8. 16.

Brought forward 
Tobacco 
Clothing 
Bed and Table Linen .. .
Crockery ..........................
Light ................................

• Household (General) .. . .

15.
6. 2. 2

18. . - 
8. 8

“ o• ••••••
9.“ •• • •
6. 6.
5. 5.~ •

1. 3. 6-. 19. 6.• •

8i 26.26. 19. 9.

(Increases, where they have occurred, are in every case due to 
higher prime costs of imported goods.)

( iii) and (iv).
considered n eessary to deal with the third and fourth points.

This completed the current business of the Board. , The follow­
ing matters which, arose out of the discussion are, however, submitted 
for His Excellency’s infomiation:~

In view of the resolution quoted above it was not

•7

U Mr. McAtasney asked for it to be placed on record that, 
although he was satisfied that the figures produced had been care­
fully prepared and checked, and although he was not prepared to 
contest the motion pmt to the Board concerning them, he was not 
satisfied that the question of the Cost of Living had been satisfact­
orily thrashed out since 1939* 
in the Minutes.

A note to this effect was inserted

(in Mr. Bonner proposed that the transactions of the Board 
should be made public as far as possible, and this was carried 
unanimously. Instructions on this point would be appreciated.

4. In conclusion, I submit, in support of this report, the file
The minutes ofcontaining all the figures used during the enquiry, 

the meetings are, of course, at His Excellency’s disposal should he 
require them.

I am,
Sir,

Your obedient servant,

(SGD) A. R. CARR,

Chairman, Labour Advisory Board.

The Hon. the Colonial Secretary,
STANLEY,

Falkland Islands*


