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Entrances to GUFTI GABRIEL CHURCH. Photo: Viveca Halldin,

The Rock-hewn Church of Guftj Gabriel,
South of Tulu Bolo

by Richard Pankhurst

Among the rock-hewn churches of Shoa which have
never been reported or described is the disused church of
Gufti Gabriel, some 5 kilometres south of the town of
Tulo Bolo on the Addis Ababa - Ghion (Woliso) road.
This interesting structure, which is situated near the foot
of a spur of land overlooking the Boji stream, a tributary
of the Mammo river, is some 10 minutes’ walk down-
hill from the present-day church of Gufti Gabriel and
forms part of a complex of antiquities to which reference
has heen made in previous articles.!

The structure assumed to have been the old Gufti
Gabriel is said by popular tradition to have been a
church, as would seem probable from its architectural
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] of the hillside, while the front is open,
“Ir[gt‘,ﬁféﬂ‘:asy access to the church. The latter is
hidden from sight until one reaches this courtyard which
e dentally is now largely overgrown with trces.

e he church’s exposed wall or front has two entrances,

Th ca.bcut 1 metre high and half a metre to 1 metre
ry hich are some 30 centimetres above ground level.
wldey ‘:rc in addition one large and three small windows,
Therl‘fmer set well above the level of the doors. In the
(I?c_n;r“ flank of the courtyard a couple of small caves
ol heen excavated, each large enough to hold a crouch-
L .'Ln{.,,—l‘"m}d the= is also a narrow passageway which
g led 10 the caurch’s interior though legend claims
Oi]:Tn was part of a tunnel leading all the way to Tulu
t[;:':o hill (1o be discussed below). R

The interior of the church consists of six main ‘I’n:.‘“i
with a ceiling about 2 metres high supported by severa
columns. One of these in the westernmost room has
wrently recently collapsed, while two others each
teightly painted blue and red cross added not

and ©
thus a
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features, and it is noteworthy that it is still used for
housing the tabor, or “holy of holies™, during the annual
Timkat, or Epiphany, celebrations. The edifice was
recently inspected by the present writer with Dahab
Abraha, Tedros Araya, Rita, Alula and Helen Pankhurst
and Viveca Halldin, who took the photographs here
reproduced.

The structure of the assumed church is excavated out
of the living rock, the front face of which has been
exposed 10 produce a flat wall some 8 metres long by
3 metres high. This exposed rock, which faces almost due
north, lies at the rear of a kind of recess or courtyard,
the flanks of which are formed by the surrounding rock

www.ethiopianorthodox.org
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The main entrance, which is about 1 metre wide and
scarcely higher, leads to a central rectangular area
3 metres by 2, which is also lit by two square windows on
cither side of the door. To the left of this area there are
a couple of small holes on either side of the door opening
to the next room, apparently where some kind of curtain
was once fixed. Several such holes may also be seen in
other parts of the building. To the right another rectangu-
lar arca 2§ metres long by 1} metres in depth is flanked
on cither side of a large oval window by a bench cut in
the stone which also runs along the short west wall,
Two arches lead southwards into a larger and more
rounded rear chamber 3 metres wide by 2 metres deep
containing the aforementioned fallen column which was
square in cross-section. Another column rises between
the two arches and is carved in semi-relief right up to
the ceiling. It is in this room, we were told, that the
priests nowadays beat their drums during the Timkar
services. To the rear of this chamber there is a steeply
rising chimney-like passage which gives access 1o the
high land above the church, while i narrow tunnel some
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GUFTI GABRIEL: interior. Phato: Viveca Halldin,

6 metres long in the floor of this room leads horizontally
forward into an external vault measuring perhaps
3 by 4 metres, which connects with the westerly side
of the courtyard. To the cast of the last mentioned
internal chamber lies another of identical size which is
linked to it as well as by three passages 1o the entrance
arca. In the floor thereis a hole half a metre or so in
diumeter, probably cut for storage purposes.

Further east still ljes a somewhat larger room about
4 metres by 4, in the centre of which there is a square
pillar as well as another couple of circular holes in the
floor half a metre or so in diameter, perhaps intended
for storage. This room can be reached directly from the
outside through a second entrance which is well carved
on the inner side with an arch in semi-relief. To the west
of this entrance a shelf has been incised into the wall,
The rear wall of this room has been cut away to the west
to form a shallow cave, while further to the east jt has
been made to protrude somewhat into the chamber;
behind this protrusion there is a small cave perhaps
1} metres deep, access 1o which is afforded by two small
openings in the front and side. An opening further east in
the main chamber leads to a final small room only about
2 metres by 2. A part of the floor has been excavated,
apparently to house a deep grave which is over 11 metres
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in depth and protrudes far under the floor, while a
passageway immediately beyond it is closely similar to
that in the westernmost chamber in that it Jeads up to
the land above the church,

A couple of minutes’ walk 1o the east lies a second
structure which resembles the first in having been cut in
a nearby stretch of the hillside at more or less the same
level. The building which likewise faces north, is again
excavated behind an exposed face of rock which forms
the rear of an open-ended and now tree-covered court-
yard giving access thereto. Three small caves have been
excavated on the western wall of the courtyard,

The interior of this second excavation, which seems of
superior workmanship to that further west, is smaller and
less complex. It seems to have consisted of five inter-
connected squarish rooms, three of them in the main
structure and two others in the flanking rock to the east
and west. The rooms in the main structure comprise a
large chamber, 4 metres wide and 3 metres deep, to the
cast, and two chambers 1o the west, which are situated in
the front and rear respectively, Each is about 2 metres
wide by 1} metres deep. The western chamber and the
front eastern chamber each have their own entrances as
well as a connecting inner door, while the two eastern
rooms are connected by a finely carved rectangular

H ing in metres.
Entrance wall to the second excavation at GUFTI GABRIEL: The author measuring

doorway. A further large chamber in the caFtcn: flio::’nnl::l
which was onee connected with the easterly rag ;: ot
in the central structure, ha;lotﬁg_smﬁﬁ g?)"::?:;c;:te; i
i q H sti
mall room in the western flank is I nn
fhc adjacent, westerly room of the rg.{m r?:ﬂdl;l[gé ]'11;)15
' m y
hree central rooms and 1hc_couri VLT :
:nrrnety filled with earth which seems to have bIQ\g]n ?;
been washed in, with the result that it is l_m[:g:sll_ar:mr
. igi ascertain
ach the original floor and thus to a he
;:cight of thcgruoms or to verify the local 1r|admon bg;:r.
this was an edifice of two storeys, the lower g
dly now covered with earth. ey
all_?goe 111};, north of the above-mentioned antiquitics Ilcts
Tulu Bolo hill, which is also of some historical mi::r:?té
Consisting largely of red volcanic clinker, it is :_ e
of a multitude of crudely excavated caves, some of w

ically and others horizontally. A
ncau]:nll;eer etltlllil'cl‘lclfes:c rcl;?er:s were once inlerconrl.cctcd
though many of the pi:llfsag;was):lsb lsﬁ:::;] f‘lzl_cm gmr\oboll?l:‘%
i either the roc
:ill!::cepe?'gp:ll%ﬂ:cgf earth. T}ilc hill itself, which |§. in an
imposing position overlooking a plain in all d;;&llﬁasg
was later the site of the camp of Emperor . lLil =
Chief, Ras Gobena, who appears to have rl'n::ju g
stockaded fortress. Tulu 'BDIU, we may conc ]u IL.dl‘l‘F
played a significant role in both the medieval an :

early modern history of Ethiopia.

iopi; i i [ Cave Sites in

* in Ethiopian History, with a survey o 2
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Ethiopian Monetary History in the Phase of

Post-war Reconstruction (1941-1945)

A Collation of Ethiopian, British and American Documents

CURRENCIES OF THE OCCUPATION PERIOD,
1936-41

After encountering considerable monetary problems

in the late 19th and carly 20th centuries, the Italian

Government had introduced the lira currency of Metro-

politan ltaly into their East African colonies of Eritrea

and Somalia, and later, in 1936, into occupied Ethiopia,
Special lira notes for Italian East Africa were subse.
quently issued and circulated in the Italian empire side
by side with those of metropolitan Italy. Lire, though
widely aceepted in Eritrea and Somalia, were far less
successful in Ethiopia. They were widely used in the
towns, particularly among the Italian community and
other forcigners, as well as for governmental and semi-
governmental transactions, but were extremel ¥y unpopular
in the countryside. The Italians during their occupation
of Ethiopia also attempted to banish the Maria Theresa
dollar, or thaler, which had circulated in the area for
over a century, but this remarkable old Austrian silver
coin maintained its popularity throughout most of
Italian East Africa. (See R. Pankhurst, “The Perpetua-
tion of the Maria Theresa Dollar and Currency Problems
in Ialian-Occupied Ethiopia, 1936-1941", Journal af
Ethiopian Studies (1970), Vol. VIII. No., 2, pp. 89-117.)

THE PERPETUATION OF THE LIRA, 1941-2

Mussolini’s entry into the European war on June 10,
1940, was followed by the rapid and total disintegration
of fascist power in East Africa which led to a loss of
confidence in the lira, an Italian officer complaining in
Dccember that “the mistrust of natives was clearly
shown by their refusal to accept our currency”.!

Collapse of confidence in the lira caused the value of
this money to fall sharply, for on September 1, 1939,
immediately prior to the opening of World War II, the
rate had stood at 83-65 lirc to the pound sterling,® and
at the beginning of 1941 the exchange as fixed in London
was still no more than 100 lire to pound.® By the end of
January 1941 the opening of the Allied assault on Italian
North and East Africa had, however. caused the value
of the lira 1o drop, according to Sir Philip Mitchell, the
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British Chief Political Officer for Enemy
Territory, 10 only 400 1o the pound.* .
As the East African liberation campaign proceeded the
value of Italian money continued to fal], By March 1941,
the exchange, according to the Hon. F. Rodd (later Lord
Rennell of Rodd), Controller of F; inance and Accounts to
Occupied Enemy Territory Administration, had dropped
to 480.% In the following month, which witnessed the
Allied occupation of Asmara and Addis Ababa, the
lira, he reports, was “freely offered, particularly by non-
Italians, and the highest level reached in most places was
about 1,000 to £1".% There were, however, frequent
fluctuations in the value of the lira throughout the first
weeks of the British occupation. The British war corres-
pondent, Richard Dimbleby, stated that in April
exchanges were taking place at the “fantastic rate™ of
495,7 while Lieutenant-General Sir Alan Cunningham,
the British General Officer Commanding, Fast Africa,
telegraphed to the War Office, on June 3, that higher
denomination notes were quoted in the bazaar at
Asmara at 650, and at Mogadishu at 600 to 1,000
“according 10 news and size transaction™,®
The attitude of the British forces of occupation
towards the lira was influenced by the suddenness of
Mussolini's long-anticipated entry into the European
war, for which the British Government had made anly
minimal preparations, as well as by the unexpected speed
of the Italian fascist collapse in East Africa which
necessitated taking rapid control over a huge territory
for which no plans had been made. Most of the basic
monetary decisions for the areas already occupied or
abou!. to be occupied were in fact only taken after the
opening of the campaign in January 1941. Rodd relates
that in the “early weeks” of the year he “was called,
together with a representative of the Bank of England
to an interdepartmental meeting held at the War Office
to consider currency and financial matters in the Italian
colonial territories. ‘At the meeting,” he recalls,
“such information as was available on the value of
Ttalian currency in the black markets of Europe and
the Levant was considered in the light of the probable

Occupied

: ira in terms of prices in Cyrenaica
s l\‘:lII‘;(:no;—E-tlilf :’I\l;:icu. Expert advice went to show
s }w lira could not be expected, having regard to
otk 1 inflationary tendencies and practices in metro-
known Ill:;|}’ to have a value of much more than
pon:::n 350 and 400 lirc — £1 sterling and possibly
Ec[:gurc of well over 400 would prove true™.® g
Sir Philip Mitchell, also writing of this period, n cd
he lira's exchange at the end (\f.l;tnu:lr__v 1941 stoo
[En“m the pound, and comments that if lhc_Brmsh
-J'r\ authorities had purchased lire at that price they
o :1 'h-‘m: run “a grave risk of buying up all the bad
“mll-- ';1 the Eastern Mediterranean at the British tax-
e ’C\ ense’”. On February 6 he therefore informed
pa}.c.rds'-r'sp\l., §. Lush and B. Kcnncd_v-Cunke,!“l the
Br?g'.%h“'ﬂﬂi;:crf- responsible for Ethiopia and Eritrea
Brms‘ ivelv, “that they had authority to fix any rate of
mpmnc they thought proper between 200 lire and the
market rate of 400 lire." Sir Philip also instructed
1 o proclaim that lire were legal lender only I"mf
s not exceeding 1,000 lire and “lo pay troops
wien they had to in captured lire, subject to these
imitations”. The object of these instructions, as he
::(I}]tlcd in his diary, was “'to make lire Il{i‘\.‘ poker chips,
valid only in the grounds of the casino”, :m_d he later
commented. “It seemed a sound financial object to me
v time "2 .
.“(T)thtlclilz??&British policy towards Italian money in 't!ns
period was summed up by E. Rowe-Dutton, the British
Treasury official p_rlrnanl_\:' t:l_:»ncc_rncd with monctar};
policy in the occuplcd_ territories, in a mcma[am_ium o
March 3, 1941, in wh_zch he obsc:rvcd pt’thc !gra in East
Africa that “the British occupation divorces it from all
backing and renders it valucless, unless we choose to
give existing lire notes value by acquiring them fro.r?
holders in exchange for sterling or other good currency”.
Emphasising that he saw no advantage to his com-
patriots in following the latter course of action, he
declared, **we have not, so far, captured any great store
of lire from the Italian forces. ' A few weeks later, on
March 27, C. K. Bateman, a counsellor at the Fprc:gn
Office, drew up a minute on the future of the lira, in
which he observed: ) . ]

“I think 1 am right in sayine that one of our objects is,
as a war measure, to chase the Metropolitan Italian lira
completely out of Africa™!! ) . .

Rowe-Dutton seems to huve agreed with this objec-
tive, for he observed on May 10, “Clearly, we ought not
to re-valorise the lira in unlimited amounts, :m(l, 1l‘l,ncli:r:d.
I should like to reduce its value to a minimum".

The British military administration on the whole
took a similar view, and, as Rodd stated in a subscqun_:nt
report of October 27, stipuluted that “the occupying
authority would not accept Italian currency, save under
special circumstances, for payments in forms other than
coin and small notes™.'* Emphasising this latter point,
he declared: “His Majesty’s Government were not
prepared to valorise Italian currency in occupied IC‘]:T:;
tories in any form that could poss1E!)' be avoided™.
The result, he observes, was that: “In the main, the
occupying authority will only accept higher denomina-
tion Italian notes for the payment of taxes (excluding
customs) where such taxes are tendered in order to

that

ta

ensure continuity of payment’™, 1%

The reasons behind the decision not to permit any
valorisation of the lira were later explained by the Con-
troller of Finance and Accounts, Occupied Enemy
Territory Administration (O.E.T.A.), who, writing in
understatement, declared that: i )

“the problem was not simplified by the interchange-
ability of the lalian notes cuculn_tmg in Africa with
those in Italy itself, the known existence of a volume
of indeterminate size of ltalian notes in Egyp', the
Levant and Arabia, and the possibility of exchange
transactions being conducted by all sorts and condi-
tions of men throughout the Levant, including the
neutral territory ol Turkey. Morcover the total
volume of notes outstanding in the halian col;-;lnv_\,;_
though known to be considerable, was an entirely
uncertain factor. The problem was (o relate the
currency or currencies which the troops would have
and use when they entered enemy country with the
local currency and at the same time to avoid at all cos
standing behind or gu;tr.‘u\lt:cmg_thc ltalian money in
terms of any of the British military currencies™. '

British policy, it should be reiterated, was drawn up
on the spur of the moment, and this significantly circum-
scribed the course of action which could be pursued.
Rodd, who makes much of this point, later noted that
there was no time to create an ad hoc currency beforc
operations began, as was done in anticipation of 1hré
invasion of Italy in 1943, and of France in June 1944 .'_‘}
or of using local, i.e. ltalian, currency, for 1hj: British
military authorities *“‘possessed no stocks of lira notes
and could not be certain of securing any at any ecarly
date™. 2t ) .

The British Government accordingly decided that
*“there could be no question” of assuming any responsi-
bility for that currency. There seemed, on the other
hand, no easy way of rapidly eliminating [{allf{n money,
so it was decided, Rodd concludes, Ihat_ li}c legal
tender status of the Italian lira would be maintained for
transactions between the European and African inhabi-
tants of the country, but not between these and the

ying troops or authorities™.** i .
Dc{':l'l;!% rcfuh ofr.:uch thinking was that the British officer
commanding Allied forces in Eritrea, Licutenant-
General Sir William Platt, issued a procl
April 5, 1941, decreeing that the currencies of the
occupition forces and the Maria Theresa dollar should
both be “legal tender™ in Eritrea, but that “nothing in
the present article shall prcctudc the usc 'ol' l.I‘:ill_-'Hl
currency between the inhabitants of the territory”. On
the same day the British mi'itary administrator of the
territory, Kénncdy-Cooke. fixed the cxch:g.n_gc at 492
lire to the Egyptian pound, 480 to the British pound.
45 to the Maria Theresa dollar, and 10 to the Indian

3
l‘u%ehee significance of the above proclamation J\ms
emphasised by Rodd in his report of October 2?.. » here
he declared that the British administration “inten-
tionally did not declare that ltalian currency was no
longer legal tender among the inhabitants of the copnhr) "

Reiterating the reasons which had prompted this cml-_

sion, he declares that the continued circulation o
enemy money was permitted:




“to avoid the undue hardship and confusion which
would result from the cessation of legal tender status
of a currency which had permeated Italian  East
Africa before it could be replaced by any or several of
the currencies of the occupying authority. It was felt
that considerable cconomy might be made in the use
of any of our currencies if Italian currency could
continue for a time at any rate to be used by Italians and
Africans in the territories occupied. The maintenance
of some sort of purchasing power for the lira was calcu-
lated to obviate having to make early cash relief pay-
ments, having regard to the faet that the lalian authori-
ties had provided their personnel with money by giving
them three months’ salary in advance prior to abandon-
ing their administration. To have abolished Ialian
currency as legal tender would almost inevitably have
obliged us to exchange at any rate part of the Italian
currency in circulation for our currencies or would
have had the effect of depreciating ltalian currency so
rapidly as to have rendered it rapidly unusable, or
both. Even if we wished to exchange ltalian currency
for our own currencies this w. uld not have been
possible since there was an insuiliciont supply of any
of our currencies available for the purpose, nor did
we at the time know what amounts of Iialian currency
might have to be accepted for exchange. Finally, to
have effected an exchange of this nature would have
involved His Majesty’s Government in being left with
quantities of lalian currency of which they could not
have disposed™.2
A significant feature of the British administration’s
dcceptance of the lira was that it was based on the
depressed rate of exchange resulting from the fascizt
collapse, and hence on a low level of prices which was
naturally advantageous to the Allied forces of occupa-
tion. A British Indian officer writing of the first weeks of
post-liberation Addis Ababa recalls that “the main
street was thronged with money changers whose rate
varied daily and according to the money presented. We
had an amusing time”, he adds, “seeing how best we
could profit from the exchange; Indian money obtained
by far the most favourable exchange into lire, which was
the best currency to use, but East African coins and notes,
and English sterling was also seen’.2 The British military
administration was, however, reluctant 1o admit to the
advantages accruing from a devalued lira. Lieutenant-
General Cunningham, who informed the War Office on
May 10, that the “depreciation of Italian currency” was
“generally following expected course”, claimed for
cxample that the “policy pursued” had “enabled some
sort of value to be maintained, thus mitigating hardships,
and economising use our currencies”, * but chose to
avoid mention of the profitable exchanges obtained by
his troops. Rodd likewise stated in a report of October 27
that the War Office had fixed the rate a1 480 to the pound
which was “convenient™ in that it made the lira equal to
one English half-penny, and “‘appeared to be workable,
though the implied depreciation of the lira was perhaps
somewhat higher than was nece ry at desirable™, 27
but subsequently in his book on Bri Military Admini-
stration in Africa 1941-47 omitted v reference to the
possible undervaluing of the lire,
the rate had a “most satisfactory™ effect in “the bazaar

arguing instead that

230

h

X

b
markets of Cairo and the Levant, where there had b.:cn.’
some hoarding when Allied fortunes in the war were noy
very bright™, and that the exchange was hence *a zoogd
picce of political and economic warfare™,**

The exchange was, it may be argued, neverthelesy
pretty artificial, for as the British economist Paul Enzig
informed the Forcign Office on March 13, parity iy
neutral markets would have worked out at only aboy

|

80 lire to the pound.®* The Foreign Office was, however,
uninterested in such calculations, an official minute of
March 27 roundly declaring: “it seems absurd for M,
Einsig to argue that because in neutral markets the
parity of the lire is fixed at about 80, anything uppro:lch.g
ing that rate should be fixed in territories where the
ltalians have lost all influence™. With brutal logic thel

minute added: *To talk of the native population obtain.
ing more or less pounds for this or that is equally absurd,
because had it not been for our occupation they would|
have got no pounds at all” !
Though refusing to give the lira any official status the !
British authorities found it necessary to make an ¢ |
tion in the ci-e of coins and notes of small denomin "
for the new administration was in no position to import
any large quantity of small change. As Rodd afterwirds
argued “no other small currency™ was “available in|
sufficient quantities™, and there accordingly “did not
appear to be any course open but 1o aceept Italian coin
and small denomination notes™, Such money was to
serve as small change for both the already existing Maria
Theresa dollar and for such Allied currency as might be
introduced by the occupation authorities.™ Lieutenant.
General Platt in his proclamation of April 5 for Eritrea
accordingly decreed that Italian currency would be
accepted by the administration “only in such denomina-
tions and amounts™ as it should order,” and a notice
was issued on the same day by Kennedy-Cooke, which
laid down that the administration would only accept
lire currency *in coin, or notes exceeding 10 lire denomin-
ation”, though payments could also be made to the
administration “for taxes, but not for customs dues, in
Italian currency of any denomination™. The commercial
community was at the same time “advised not to accept
lire for goods sold in Italian currency unless the currency
tendered in payments is in notes not exceeding 10 lire
in denomination or in coin which, as stated, is the only
Italian currency which the British Authorities  will
accept except by special arrangement',3
Despite the administration's acceptance only of small
denomination lira notes and coins, Italian currency of
other denominations continued to circulate fairly widely
among the public at large. On March 29, the British
Commander-in-Chief in the Middle East, General Sir
Archibald Wavell, had warned the War Office that “we
must anticipate Lira currency becoming unusable in
Ethiopia very soon™3 but g couple of months later,
on June 3, Cunningham reported that Italian money
was “still circulating among populations though not
aceepted by us except in special circumstances and for
small change™® A few weeks later, on June 21, the
General Officer Commanding, East Africa, added that
the lira was “circulating freely among ltaliar ind that
he was “well satisfied™ with its “restricted use™ ¥
The retention of enemy money of any denomination

Sose was not easily agreed to by Emperor
or for any pl.l-r.l and the Ethiopian Government who
Haile Selassie 1 undesirable remembrance of the fascist
eegarden dE]li]L Ethiopian ruler was, however, in no
QeliBLITe ist the British view. After his return to
position l(.)br.c}'(;“ May 5 he was subjected to strong
Addis Do e Philip Mitchell who had been instruc.
peessi’e filqm to an official note of June 19, to ﬁ_nd a
S e ]::ﬁerslanding“ with him on the basis of
POs 'b!f:,.ﬂcm] lines™, the first of which blluml)' stated:
T fL f.%,:‘pcw[ and the F.Lhiopiup authorities to agr.crc

bide in all important matters, internal and external,
2 'm"d& ]tlhc Government of the country, by the alld\u:c
:a:sl::&jg to them by His Majesty’s Government in the
< ’: " 37
uniied Ii\rtl:]i'.r{:;us .I'n:cdom of action was thus stric_l!_\'
o Tf:l:‘licrﬂtcd. The Ethiopian ruler had no a.ltcrnam-c‘
0 aeatiiasce i Biitigh policy that the lira should be
i m *tq‘ circulate among those of the population who
it use it and that lalian coin and notes of low
should officially be uccepted as small change.
Raodd, recalling his negotiati is on the q_l:lcﬁ_llflﬂl:{ s;-.m-dl
on October 27 that “the Emperor displaye some
reluctance to admitting for le il 1cndcran_01hcr currency
than the Maria T_hc{?‘sa du‘ ® _hul .'mc‘r somcrdist
cussions fell into hpc . Emphasising the Lxlef:{tjdo. I:]ui
Ethiopian sovereign’s oppos on 1o the I_:_ra hq adds t }.11
“the main point of ubjc_cuon wias to COnllrlulEglI’ ¢
use of Italian currency in any form wl_m‘lsvoevcr , but
that “‘since, however, there was no d‘l‘vmgnary r.";)i_n
which he could use”, the Emperor was “obliged, albeit
reluctantly, to agree to Italian coin and small denomina-
tion notes being declared legal tender for a]!‘]:‘.:;lrposcs
and to be used as small change for the dollar™. :
The circulation of Italian currency throughout this
period was at times clmot:c: in large measure because
the official status given to coins and notes of small value
caused such money to bi hoarded, thus creating a
onic shortage of small change.
ch}'l'hc sc:lrcilygof such currency was first reported 'h}'
General Wavell as early as March 29, when he observed
that “an expensive palliative to small change difficulties
would be to admit exchangeability Of‘ Mclropoln_:m
50 and 100 Lira Notes”, but “presumed” that the War
Office would “not favour this™ nor would the Controller
of Finance recommend it “at any rate until more infor-
mation is gathered”.3* A few weeks later, on April 16
the General informed the War Office that the life of the
10 and 50 lire notes then in circulation was estimated at
only “six months™.*® Cunningham also complained
about the small change position, 1clcgmphﬂ1g on May 10,
that such money was *becoming scarce” and that he
therefore requested authority to accept 50 |I'I'.3 notes at
his discretion “when necessary”, but did not think
that this should prove expensive” as the quallt?: of the
paper cnsured its “‘progressive disappearance” while
cxperience had shown that “ltalian small change does
not in fact accumulate in our hands".*! The British
Government was at first re uctant to agree to such
suggestions, Evelvn Baring. a senior 91]1::|z:! at thc_
Foreign Office. observing on May 22, *No decision Ihas
vet been reached as to what lire notes of small (Fenam{na—
tion shall be allowed to circulate™.** The War Office,
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however, later accepted the military authorities’ sug-
gestions for Eritrea,* but not for Ethiopia, and the
military administrator of Eritrea accordingly permitted
the use of notes up to the value of 501 ire as of July |4
Small change was for a time so scarce in the ex-colony
that recourse was made to token money, but the British
administration objected to this development. A notice
was accordingly issued by Kenned y-Cooke on November
21, observing that it had come 1o hls;mcqllon that notes,
vouchers, certificates, tickets and the like were being
“issued by unauthorised persons or institutions and
freely circulated amongst the public in I_lcu of money”,
but that this was considered “liable to disturb economic
and financial life” and was therefore “strictly pro-
hibited™.** o
The magnitude of the small currency problem was fl]!-ﬂ.
admitted by Rennell Rodd, who, though always anxious
to paint a rosy picture of the currency situation for \\h|::h
he was responsible, could not help noting o_n_O.'tnbcr__?_
that “the shortage of small change in Eritrea unfor-
tunately led to some und:_.'sirub]c_ transaction between
large aid small denomination ltalian currenc, . o

MNotwithstanding such difficultics the value of t} ¢ lira in
the former ltalian East African empire, as Rodd stated in
a report of Octaber 27, soon settled “at an average level
of around 550 to the £7,*" or 500 as he later put it in his
book where he claims that “[talian purchasing power in
the hands of the native and European inhabitants did
not “'suffer greater loss™ than that involved in the British
administration’s original decision to fix the rate at 41‘5.0 a
rate which he somewhat vaguely _asserts was “‘not
inconsistent with the true purchasing power of the
currency at the time"** .

Despite the relative stability of the lira there was much
speculation in this currency, notably, Rodd asserts, in the
two “free markets' in Addis Ababa. One of these centres,
a street market in the town centre, was, he says, opc‘[atcd
mainly by Ethiopians, but its daily turnover was “very
small, probably not more than £20 made up ofm_l_rncrogs
small transactions”. The “main exchange market”™” was in
the Arab, Indian and Greek quarter whc;_-c “on some d{lys
a very large turnover is done, particularly in high
denomination notes. A supply came from Aden via
Berbera, probably ultimately from the Yemen and
possibly Egypt. The notes change hunds several times on
the journey on the basis of about 100 to the £1. At
Berbera the rate is usually about 800 to the £1, and'on
reaching Addis they are exchangsd at rates varying
between 500 and 600 lira to the £17.1 )

A significant feature of this speculation was the
constant fluctuation in the value of larger denomination
notes. “The first tendency for large notes to falljo a
discount on the official rate”, Rodd ol_Jser\lcd, was
replaced in 1942, first in Ethiopia and then in Eritrea, by a
tendency for them to rise to a premium owing to the
demand for the larger unit by repatriates who were
allowed to take any quantities they desired home to

Italy™, This permission, “of which repatriates availed
themselves freely”, had the effect, he decared, “of
releaving the territories which they left of currency which
was no longer needed”. A similar development resulted
from the British policy of interning Italians, who, I\{'qdd
states. “were also afforded the opportunity of depositing
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thir lirg curreney with the Custodian of Enemy Property,
afurther devige for decreasing the supply of pavment
media in the country™ s

Such flueny tions, however, did not prevent the lira
from maintaining the greater part of the value it had
retained after its iitial devaluation, as was emphasised in
the would-be humorous remarks of Sam  Brown, g
British officer, who, w riting in the British forces”
publication, the Lihiopian  Star, likened the ltalian
curreney to a sick man who was beginning to recover,
“After a serious illness, in which it sank as Tow as 580 to
the East Alvican Pound™, he declired in Octaber, 1941,
St s now begun 1o recuperate and has pulled back 1o
SO0 o eoen less, to the Paund. The reason, 1 am lold, is
that the i ellectunl public of Addis Ababa has discovered
ththe Lirwin Eritrea is nretty well stabilised at 492 as
exptian Pound, and there has been illicit
traffic between” Asmara and Addis Ababa™, Adding a
iocular touch he observed that this trade might not vield
e Prime Minister's sthary ™, but “has its profits, which
will lead to severe penidiics il discovered. People are
advised 1o keep their Lire 1o their own home town™

Half a vear Luter, in April 1942, the good Brown
veverted to the health of the lira, which, he said, “still
maintains g certain amount of vitality™. and e
concluded:

“The rate of exchange has been improved recently in
relution to sterling owing to the shortage of Jire,
lalian banks have shut and cvilcuees have taken large
amounts of lire with them out of the country™ 32

CONTINUED USE OF THE MARIA THERESA
BOLLAR, 1941-2.
universally popular in
the British, like the
at the time of their invasion of 1935-6 found it
. for the purpose of the liberation campaign, to
¢ numbers of these coins struck in London and
“from dyes already in the possession of the Royal
No less than 3,766,391 were produced in London in
1940 and a further 2.062.000 in 1941, while production in
Bombuy for the same vears ran #tno less than 18,864,576
coins. By introducing this money fairly freely into
Western Ethiopia and other parts of the ltalian East
African empire the Britjsh were instrumental not only in
perpetuating. but also in giving revived circulation to the
old Austrian coin which remained, as for many decades
previous!y, the currency in greatest demand among the
vast majority of the Ethiopiun population,

On defeating the ltalians the British, like their encmics,
nevertheless became strong opponents of the thaler. the
production of which they regarded as g waste of valuahle
silver and hence of hurd currency. The British, like the
Ttalians, therefore came 1o rezard the old silver coin as an
anachronism, and hoped 1o replace it by a more modern
tvpe of currency. The official British point of view was
stated by Rowe-Dutton iy o Treasury note of March 3,
1941, which observed that Maria Theresa dollars were
“very expensive”. and thar although it was not vet
possible 10 stop issuing them. the General Officer
Commanding. East Afric: had been instructed 1o “use
any practicable economies™, 3

“The Foreign Office shared the

Mari Theresa dollars were so
ltalian East Africa in 1940 that
Ttatlians

Treasury's opposition
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to the thaler, & minute of Murch 27, observing: Iy
Ethiopia we have been obliged to mint millions of M.T,
dollars . . . but this costs money and the silver dollar wil]
have to be replaced by some sort of paper currency sooner
or later', "3
The British nevertheless decepted the principle that the
thaler would have 10 be used in the immediate post-
Liberation period. The British - military authorities
accordingly issued a notice on April 4, stating that thig
moncy was “legal tender in Ethiopia™> On the follow.
ing day Licutenant-General Platt issued a proclamation
which decreed that this currency would likewise be *lepy]
tender™ in Eritrea,™ while the British military admings-
trator,  Kennedy-Cooke.,  on the same day fixed the
exchange at 453 lire 1o the thaler and 11 thalers 1o the
Egyptian pound 7
The British military, were, however, from the outset
under constant pressure 1o restrict their thaler expen-
diture. On March 29, Genery) Wanell telegraphed to the
War Office that he and his colleagues “fully appreciated'™
the “desirability of cconomising™ in the use of “M.T.
dollars and coin generally™, and that though estimates of
thaler requirements were “not ver fully available™, the
2,000,000 then being supplied 1o him monthly were
“probably insufficient if used generally 1o pay all troops
in Ethiopia as well as other current neéds™ 5% He believed
there were, however, “'signs of de-hoarding of Dollars in
Ethiopia™, and that the rate of nine Egyvprian piastres to
the thaler, which had by then been established, would be
“helpful ™32
Thaler stocks were scarce. but slowly inere £. On
April 6, Licutenant-General Cunningham informed the
War Office that his supplies of this money were “not yet
sufficient for all purposes™ and were therefore being
reserved for official business®™, but short Iv afterwards, as
Rodd recalls, a convoy of 50 lorries brought to Asmara
£100,000 worth of dollars, “under strong escort and
without incident™ % while on Junce 3. the General Officer
Commanding, Eust Africa, informed the War Office that
“Chiel pavmasters have in sight between cight and
9.000.000 "M.T. dollars but mainly stored around
periphery™
The importance of the thaler throughout this period lay
in the fact that there was still great popular reluctance in
Ethiopia to the circulation of 1. other curreney, On
April 24, Cunningham telegrap that this money was
“virtually™ the “only currency acveptable in Addis Ababa
markets and surrounding country™ . while the War
Oflice, realising that it was ar least for the time being
virtually irreplaceable, noted on May 23, that it would
have to be used “throughout Ethiopia™, though perhaps
in conjunction with a new nationa| curreney which, as we
shall see, was then under discussion " The importance of
the thaler was likewise recognised by an ofiicial of the
Foreign Office, Paul Mason, who observed on Jupe 19,
that this currency was “allowed to circulate rather sub
rosa,” though a few davs later. Cunnin enem reported on
June 21, that he was *well satishied"™ witli the “restricred
use of M.T. dollar<™ o
Despite its popularity  the thaler was,
unsatisfactory from severy points of view, In the first
Place its weight and bulk were domajor cause of
Inconvenience, as was noted by Rodd who stated that

o

however,

T

these coins weighed "'.l;:ipruxiln:ncl_\- I ton for every
£3,000 » :1{_;[]-J[:::ﬁliti§ﬂtaf a reserve of Maria Theresa
d ;]‘I,m inLLE:hiopizl was @ serious question . . An
ko s te reserve of 1,000,000 dollars sent to Addis
]mmt-dri'l Lm Khartoum by way of Asmara required a
e r?onvo\- from Asmara to Addis Ababa (1,000
r:"sr of 26 military lorries with an cscort‘pi‘?t\\o
. forty-seven men and two lm':cl}1|‘nc_i_:uns i .
ccond place the absence of §i|\'15|0|lull cu‘rrem:,\I
. atler wis a further source lJfI\I']COiI‘I\L‘HIL‘IlLE!. and
iy ¢ i reasons as we have seen, for perpetuation of
T ll-l&'ill ‘ch;umc as well as for the use of other Ip\\—
ltalian ,.:.:1.[_‘” currency 10 be discussed in a later se tion.
o _ur? ;;n.:‘ipul objection to the thaler, however, lay in
“lL,{j that it was made of silver, and lhcrcl"orc_hoi_h
2 1;\ produce and subject 1o serious ﬂu{:tuanon in
4 result of changes in the world price of that

military
Ih. u

The case for eliminating the thaler was first dlscuisscd
by the War Office in telegram to (IIunmngham_‘uzt early as
April 18, which declared this money c.\]‘Jcn_sn‘e:
unsuitable for external trade :m-l.i un‘q?’:lrablc b!’.‘l.‘:i!.lsc |l.}
value varies with the price of silver™, Thl’.‘ qucsuonl o
abolishing the thaler was Iut!:_r thc'slubjcct_ of conver-
: m June, between Sir Philip Mitchell, :1_mi
of the British Treasury. At these talks, which

Mitchell’s negotiations with lhc_]‘Empcror.‘ it
2nised that this money, large quantities of which

sations,
i HY )
(8]

were hnown to be in the country, was still the most

popular in Ethiopia. but it was decided that the Bri s]}
would do no more than allow the circulation of the coins
already there. Mason in a report of June 11, states that it
o :I‘Ecir;idlhc M.T. dollar would continue to be used in
pia, large deposits of this coinage were now being
ip which the natives had secreted so that there
would be i considerable amount available, The natives
of course attached more Ilnpor{:mye to using M.T.
dollurs than anything else: but it is not intended to
more than acquiesce in their using stocks already
there™ ™ . . .

The British military udm:mslnillon_wns meanwhile
£ vicorous action, 1o be discussed in later pages, to
o thaler by East African and other Allied
rency . but, wc]lu\\ﬁrcof:hcpo]:ularprcl"crcm-c for the
Austrian currency, also took steps, as Rodd notes, to
build up a reserve of 4,000,000 at Asmara, and a small
reserve al Harar,™" The British authorities were, however,
s0 successful in their efforts o economise on thaler
expenditure that by the summer of 1941 they found it
possible 1 terminate import of this money, as a result of
which Cunningham requested the War Office on August
13, 10 “suspend all further shipment of M.T. dollars from

1 1

Plans were meanwhile being laid with a view to
climinating the thaler. On December 6, 1941, the ch1cr:tl
Officer Commanding, East Africa, Licutenant-General
Sir William Platt, proposed that as part of his plans for
introducing East African currency into Eritrea lh_gl
circulation of thalers in the colony should be terminated ™
but the Wur Office telegraphed back, on December 16,
UALTL dollars should remain legal tender as long us
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they were the principal currency employed in Ethiopia,
Reluctant thus to overrule the 1 litary authoritics on 1.
spot the telegram nevertheless added a contradictory
clause which declared, “provided, ||0“cvcr_. lhul‘ you ire
satisfied that withdrawal of legal status of M.T, dollurs
will not cause you difficultics we are content for you o

rceed as you propose”, . N
anf:‘rly in} thcp ﬁll:;{]m\ing vear the British ~militury
administrator, Kcmlcd}-(_‘uukc._ uccurdlngf)’_ issued
notice, on March 23, 1942, stating lllfl‘l_ Maria Theres,
dollars would *cease to be legal tender™ in the colony s
of May 1.7 On the eve of the coming into force of this
notice he signed an exchunge control proclamation, .
April 30, providing for the compulsory sale to the
administration of all foreign currency in the territory and
prohibiting all unauthorised dealings in such money.’
and on the same day he issued a notice, subsequentiy
reaffirmed on May 12, by his successor, Brigadier 5.
Longrigg, declaring the Maria Theresa dollar a Iorflgu
currency for the purposes of the proclamation, '—i.“d
specifying that it would be purchased for I-S‘{'ﬁ Eust
African shillings less a commission of { per cent.™

In Ethiopia, however, the old Austrizn coin continued
to circulate as before,

THEINTRODUCTION OF BRITISH-CONTROLLED
CURRENCIES, 1941-2

The liberation campaign, spear-headed as it was by
British armies from the Anglo-Egyptian, Sudan and
Kenya Colony, resulted almost automatically in th.
introduction into former ltalian East Africa of the monc,
used in those two territorics. The monetary situation thus
created in the aftermath of the campaign was described b
Rodd who noted in his report of QOctober 27, 1941, thw
the problem was "complicated from the very outset by '.h“
fact that Egyptian currency was used in the .‘:uc_];m. whlg_h
was the base of operations for Licutenant-General Sir
William Platt’s troops against Northern Eritrea, wiu!u_
Kenya, with East African currency in use, was the base of
upcr'utinns for Lieutenant-General §1r A_Ian Cu?r‘nng-.
ham’s troops advancing into alian Somaliland, hfl:ln::
in the Sudan (or Egypt) nor in Kenya™, he adds, were
stocks of any other locul currency available: having
regird to the rapidity of the advance into enemy territory
of both forces it would not have been practicable 1o
arrange for the supply to them ofany other currency. The
conclusion was therefore reached and so reported 1o
London, that these two forces were being paid, and must
continue to be paid, in the currencies to \\'hichllhc.\- were
accustomed, at any rate until further notice wi
necessarily involved decliring these to be legal tender™.™
The use of Indian troops and the return of the British to
their Somaliland Protectorate led shortly afterwards to
the reintroduction of wvet u third British culmtmﬂuxlt
currency, viz. Indian money, which had already circulated
there prior to the Ialian occuption. -
The coming of Allied troops thus resulted in ![u‘
appearance of three types of toreign currency besides :. 1|L
lira. Sterling as used in Britain was, it should be noted.
not employed to any significant extent, for its export f_mT
the home country was, a5 Rowe-Dutton “".wd on )!.]ﬁrc 1
3. 1941, expressly prohibited. while the :_dc;t n1_‘.1:»|n._-'
pounds overprinted for use in the occupied territorics




raised “'strong”, and apparently decisive, opposition from
the Bank of England.

The British position was explained pretty clearly by the
War Office. which telegraphed to Cunningham,” the
General Officer Commanding, East Africa, on April 18,
to declare: It is not our duty to provide O.E.T. with
better currency than we find there. We must in any case
meet considerable expenses and are reluctant not to save
what we can on supply of currency™. On the possibility
then being canvassed of a special Sterling currency for the
oceupied territories the telegram declared: “while new
sterling issue would involve only small immediate expense
potential hiability would be large and it would complicate
currency position still further™. As to the alternative
proposal of employing a Sterling silver coin which had
been suggested by the British authorities in the Sudan the
telegram added:

“If Sudan Government desire to press application
for sterling silver coin, it should be made through usual
channel but would have small chance of success™, ™
Rejection of Sterling was reinforced a couple of months

later when the War Office telegraphed the General Officer
Commanding, East Africa, on June 29, to declare:

“O.E.T. and Ethiopia will not (repeat not) be
included in the sterling arca but they must have
relations with places in the area™.®®
Any idea of the use of Sterling was thus abandoned in

favour of that of the three occupation currencies which
will now be examined in turn.

(i) EGYPTIAN CURRENCY, 1941-2

The advance of Allied troops from the Sudan was
accompanied, as we have seen, by the introduction into
Eritrea of Egvptian currency, consisting of pounds and
piastres, which had circulated in the Sudan, and soon
gained temporary currency in the ex-Italian colony.®

The possibility of making use of Egyptian curréncy in
the occupied territories of East Africa was first discussed
by Rowe-Dutton on March 3, 1941, when he expressed
himself on the whole unfavourable to the idea. The main
case against such a policy, he declared, was that to obtain
“eyplian currency it would be necessary to “‘pay out

ste

o to Egypt™, while on abandoning the territory or
teriitories the administration would be oblized to leave
the currency behind, thus making “a gift thereof to our
successors™, or, at least, creating “‘problems of

redomption™, He also ruled out the possibility  of
overprinting Egyptian notes for use in the occupicd
territories on the grounds that it would “present special
problems”. Turning specifically to Ethiopia he conceded
that there was a need for a currency “which shall be
parallel to the M.T. dollar and not merely *small change’
— for which all sorts of coins already there will no doubt
serve”, but concluded that Egyptian currency was not as
“suitable™ as Indian, for Egyptian pounds, he claimed,
were “not well known in Ethiopia™.*

The speed of the Allied advance in East Africa, the
impossibility of introducing a special occupation
currency, and the difficulty of procuring sufficient
supplies of any kind of money, nevertheless induced the
British military authorities to make far more use of
Egyptian currency than the Treasury had at first intended.
On March 29, General Wavell recognised the desirability

of employing Egyptian as well as Indian and East African
currencies in the occupied territories, but noted that the
“desirability of economising™
Maria Theresa dollars and  *‘coin
“nevertheless fully appreciated® .

generally™, was

The validity of Egyptian currency in Ethiopia was |
shortly afterwards officially proclaimed by a British |

notice of April 4. and in FEritrea, on April 5, by

Lieutenant-General Platt.™ With a view to difTusing this |

money in the latter territory the British militar
administrator. Brigadier Kennedy-Cooke. issued 2 not
on the same duy stating that “in order to facilitate tri
his  administration  would exchange into
currency and vice versa sums up to 1,000 lire in coins and
notes not exceeding 10 lire for “*merchants, shopkecpers

and other persons engaged in regular trade™, but warned |

in their use, as well as of |

Egvptian |

that these facilities “if abused™ might be “withdrawn |

without notice™.*
officers would also exchange
Theresa dollars, at the rate of 1 dollars to the Egyptian
pound, but *“not vice versa”., and on the same day
Kennedy-Cooke specified that the value of the Egyptian
pound was fixed at I Maria Theresa dollars or 492 lire, ™

The British Government, though accepting the
monetary convenience of thus making use of Egyptian
currency, was politically reluctant to do so on any
considerable scale, for Egypt. though under British
occupation was nominally independent, and relations
between the two countries were acutely strained. The War
Office accordingly telegraphed to Cunningham, the
General Officer Commanding, East Africa, on April 18,
warning him that “existing currencies” were “expensive

.. and in short supply”, and that the use of Egyptian
currency meant “shortage of small change™ and had
“possible political drawbacks™.*7 A few weeks later
Rowe-Dutton of the Treasury frankly noted, on May 10,
that “nobody wants to bring in the Egyptian £, and
week or so later, on May 23, the War Office telegraphed
to Cunningham to inform him that “we think rupees
should be used in preference to Egyptian currency as
political drawbacks are less and small change easier to
provide™.®*

The introduction of

ncurrency into Eritrea was
limited furthermore by its scareity in both Egvpt and the
Sudan. On May 6, Cunningham reported that the Sudan
Government's “inuhili to release Egyptian small
change had created un “acute shortage™ of this morney in
the ex-ltalian colony,*® and on June 3, that with the
advent of increasing numbers of Allied troops in Egypt
the currency situation there could be expected to “become
harder to get”. *In any case™, he added, he would “like to
use” East African currency “in place” of Egyptian if
supplies of the former were available.* Later, on June 21,
he again complained of “ditticulties™ in the supply of
Egyvptian money.

Shortage of other currency. and above all of East
African money, the one most favoured by the British
military administration, nevertleless obliged the British
authorities to make increasing use of Egyptian currency.
This trend was reinforced by the fact that the British
military preferred Egyptian to Indian currency to which,
as we shall see. they held an even stronger aversion. A
request was therefore made 1o the British-Controlled
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: “gypt Lo rele 5
lts(}grhﬁifin Eritrea. This money was dui)i
ngham reporting on July 7, l!l:lt 5!1-: ]'!ILI‘S"II.::»
lstion were expected to be “sufficient lanu:‘m.r
s -nts in Eritrea for “the next six months”, and
lrcr;::d therefore given instructions to continue using
plri:un‘ notes in tl:c c,"::i.:ﬂ}dll_\' where they were “rapidly
ing themselves™.™
'\'lu:‘[i}'}]fni]ilnr_\' administration had, however, no
. astablish Egyptian currency on a more than
“basis as is clear from Cunningham’s above-
ned telegram of July 7. which stated 111_:_1[ the main
ification for issuing such muoney was to “economise
-1a1 African notes”, and, revealing his own predeliction
Skt -ll-ut or, he added: it would be relatively simple to
peih 11“- 3 \'Lur. to East African later on il it proves
wi

w11 three months later the British militars
decided that the time had come 10

on ;
with Egyptian money, and the War (311IL'IL‘
ced to this in principle. On November 27, it

accordingly telegraphed to General Wavell to report:
“East Africa instructed by cable to replace Egy ptian
currency by East African currency in Eritrea as soon as
sufficient of the latter is in hand .
will

b

seedily o

. As from date which
be notified . . . you should arrange exchange into
“ast African currency of Egyptian  currency in
ssion of troops proceeding from Middle East to

Occupied Territories™.*

Rh:“gt or so later, on December 6, _P!uu reported to
the War Office on the arrangements being made for t!lc
“change-over”. The first step, he explained. was to be an
“announcement that as from commencement q:ilc' East
African currency is to be currency in use in Eritrea and
that Egyptian curreney is to be handed in for exchange
and will cease to be legal tender in Eritrea ona future date
of which notice will be given . .. As from commencement
date all official payments by Army Administrators, cte.
will be made in East African and facilities for exchange of
Egyptian into East African made as widespread as
possible. Proclamation will be made enabling debtors in
Egyptian currency to pay in East Afrlcim at oflicial rate’.

The second step was to take place wien the bulk of the
Fgyptian currency, estimated at l].t)(]:ll, had been
hdrawn whereupon notice would be given that the

reney would cease to be legal tender.™

cie War Office gave its approval to this plan on
Lecember 16.%7 Steps for the elimination of Egyptiun
currency were therefore taken early in the new year. On
January 10, 1942, the British military administrator,
Kennedy-Cooke, issued a proclamation stating Ilhi{f:
“where any agreement whether expressed or |rr_11?l1cn!
had been made “for the discharge of any liability in
Epyptiun currency™ such liability might “at the option of
© rorson liable and  notwithstanding any  such
ient, be discharged in British East African currency
: rates in force when such liability was discharged™.*"
s later, on January 14, the administration issued
i notice which declared that “all Egyptian currency in
circulation in Eritrea will be withdrawn™, that “from a
date to be declared in due course, Egyptian currency \f'l”
cease to be legal tender in Eritrea™, and that commencing
on Lnuary 15, the administration would accept Egyptiun
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pply of five and - “-guprency and tender British East African currency in

exchange at specially designated offices in 10 towns of
Eritrea, namely Asmara, Massawa, Keren, Agordat, Ad;
Ugri, Adi Caich, Dccamare, Tessenie, Nacfa and
Barentu. “All residents of Eritrea in possession of
Egyptian currency™, the notice added, “must exchange it
for East African curreney at one of the offices mentioned
above. While ample time for exchange will be given, it i-
desired to complete redemption as carl)_- as possible™,
Exchanges were to be effected at the rate of 974 piastres 1o
East African pound.*”

Ih(j\ few |‘J1unthsplal|;r. on March 23, Kenned: -Coul,
issued a further notice stating that Egyptian curre
would cease to be legal tender as of May 1" anc
he change-over a finul proclamation, 0
. specified that as of the change-over date all financia

transactions unless otherwise speculated had w b
effected in East African currency. ! :

The result of the above proclamation and notices wu
that Eritrea was transferred from an Egyptian to an [|
African currency basis. The change-over, Rodd claims.
“was completed without difficulties” by May 1, up to
which date £300,000 Egyptian was recalled as against o
previous estimated disbursement of £700,000 Egyptian.
The balance, he believed, had “probably seeped ‘m:'.l
mainly into the Sudan in exchange for goods or remained
in hoard™,1%2

(ii) EAST AFRICAN CURRENCY, 1941?2.

The advance of British troops from Kenya in 1941
resulted in the introduction of East African currency first
into Italian Somaliland and later into other parts of the
former Italian East African empire where the use of this
money was actively encouraged by the British military
administration who made it the subject of much special

leading. .

3 illitia%h‘ the British Government had not envisaged an:
Widcsprc:zd use of East African currency in the 0ceup1cli
territories, for information available in Lon_don suggested
that its introduction was far from practicable. Rowe-
Dutton argued against this money on March 3, 1941,
declaring, “Kenya currency is not suitable, except to 4
limited degrec in Somaliland. Anyhow there is a short. oo
of subsidiary coin™.1® . .

The local British military administration, man;
whose officials had ties with British territories in
Africa, on the other hand, took a different view, ar
March 27, General Wavell informed the War Office thi
only a small quantity of Italian lire had been captured -
booty, as a result of which, he said, *“we are continuing 1o
use East African currency as supplies are apparent!
sufficient for Italian Somaliland™.'®

The War Office, which, as we shall see, then fav,
the idea of introducing a new type of lire specially is ues
for occupied territories, was, however, critical of any
extensive use of East African currency, in large measurc
because the East African Currency Board, the organi-
sation in London responsible for the issue of I]I].'..
currency, felt that their money was in too short supp]} ]1:
be widely used. There were morcover fears that
extensive use of the currency in the occupied lfrfltﬂl}l:.'
might give the impression that they were being nnnen?,:.‘I !
the British Empire, and thus have undesirable politic

S

i3



implications. The War Oflice therefore telegraphed to
General Wavell, on March 28, declaring, " E.A. Currency
Bourd have not (repeit not) sufficient reserves in notes or
coin except for lalian Somaliland and fresh minting
difficult™™. Turning to the possible political inconvenience
of any considerable use of this currency the telegram
added:

“We must proceed on
occupation may  be only  temporary and  avoid
both commitments  difficult to terminate later and
bud propaganda effect meanv hile of a sterling issue
with its implications that OET is already regarded
as annexed to the Empire”, 1™

The British mil.tary administracon, which by and large
no objection  to  incorporating  the  occupied
terriories in the British Empire, now came out in
opposition to the proposed new lira, and at the same time
began to canvass the idea of emploving East African
currency, On March 29, Wavell urged the case i
new lira, und. expressing his opposition also to
money, doclared that “supplies of East African o
are now stated to be sufficient to obviate use of Rup
lalian Somaldiland™.  Reiterating  his  dishike

assumption  that  our

CHN

the
proposed new lira, he added that “all there would
definitely prefer to continue use of Egyvptian, Indian and
East African currencies”. though the “desirability™ of

on their use was ‘“nevertheless

100

ceonomising
appreciated™”

In the spring of 1941 the British Government envisaged
the use of East African currency only in lalian
Somaliland, but since it was not certain how fur each of
the Allied armies would advance, and how exactly the
occupation would operate, it was decided that the
currencies of each army would be declared legal tender
throughout occupied territory. Thus i British notice of
April 4, Jaid down that East African money was “legal
tender in Ethiopia”, while further north in Eritrea Plan
decreed on April 5, that it was one of the currencies vilid
in the ex-colony," and on the same day the military
administrator of that territory issued a notice that 200
British Eust African shillings were equal to 480 lire.!"

The British military administration in
meanwhile becoming increasingly voca !
iast African currency. On April 6, Cu
1o persuade the War Office of the .
money. sent the War Office & remin
account of its popularity, and also ma. @ several probably
exaggerated assertions on the allege lack of popular
interest in the Maria Theresa dollar. Reporting on the
sitvation in Harar, where the latter currency had never
enjoved anything like its popularity in the rest of
Ethiopia, he somewhat tendentiously declared:

“From my personal examination of currency
position in Harar, 1 am of opinion that there is no
(repeat no) real demand for M.T. dollars in Southern
Abyssinia. East African currency, both notes und coin,
are freely accepted in Harar and easily exchanged for
lire by troops at 480 for 20 East African shilling-. M. T,
dollars were viewed with suspicion and wvalue not
understood™. "

The War Office, on the other hand. was opposed to the
use of East African currency which it considered
“expensive” and “in short supply™, and in consequence

Tfully

ingham, anxious
fvantages of this
ably enthusiastic
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telegraphed to Cunningham, on April 18, to declare thay
there were “not (repeat not) sufficient reserves cither of
notes or coins except possibly for ltalian Somaliland angd
fresh minting is difficult™.1¢

Cunningham, however, was not persuaded. On Apri|
24, he again telegraphed to the War Office on the success
achieved by East African currency, and declared:

“At Harar, East African currency is acceptable, and
being used (@) in order to economise M. T, dollars, and
(b) pending introduction of sufficient supplies of
latter. .. I

“Rate of 480 lire equals 20 East African shillings has |
been aceepted by Ttalians and merchants without much |
demur. Street rute is 300 in Addis Ababa™. 11 !
Subseguently. on April 30, Cunninghum despatched an

even more revealing telegram in which he expressed hig
“dislike™ of the ““idex of permeating large tracts of Africa
with rupees”, and added:

“E.A. currency would be
difficult in Eritrea) with notes down to one shilling for
O.E.T.A. arcas if mintine presents difficulties. You wil]
doubtless have noted v-e of E.A. currency in Harar
which | hope might be extended i supplies
available™ '

Continuing to urge the practicability of introducing
East African currency the General Officer Commanding
telegraphed to the War Office, on May 6, to report that
the Financial Secretary and Chief Accountant of the
Kenyva Government and “'local bankers™ were agreed that
the military administration had “sufficient” supplies of
that money for the needs of Southern Somaliland and
South-Eastern Ethiopia for the “next few months™, thata
“eurrency reflux™ was “expected”, and that “military
needs”™ were “declining™. ' On the following day he
reported that it was estimated that 2,500,000 East African
shillings had been issued in ltalian Somaliland since its
occupation, and that though it was “impossible™ to say
how much had been carried north by the troops the
“greater part” had “probubly remained in the coun-
Ty

The importance of these telegrams was later recognised
by Radd, who, summing up the administration’s attempts
to expand the u-z of East African currency throughout
occupied enem Cerritory in East Africa, later claimed on
October 27:

“The proposal made to place the whole of Ttalina
East Africa « 1 the East African currency standard had
its origin in 1he somewhat surprising readiness evinced
by the native population of Ethiopia in the Harar-Dire
Dawa area, to accept East African currency,

“When attention was drawn by the Army Paymasters
to the fact thit they were encountering no difliculty in
making local purchases of foodstuffs at Harar and Dire
Dawa in East African currency, and that the troops of
General Cunningham’s forces were equally  ex-
periencing no difficulty in purchasing their require-
ments out of their pay in this currency, instructions
were given that Maria Theresa dollars were not to be
used in that minting area for either Army of O.E.T.A.
purposes. The Controller of Finance and Accounts
then arranged with the Chief Paymaster and Financial
Adviser in Nairobi to continue using East African
currency in Addis Ababa in the same way, to see

Aferable (though periups |

whether this same acceptance would be given to this
Rl \cy there. To guard against cl\'cnluu_lllics. it was,
wrr-d\-cr arranged that units receiving their pay in East
hi‘;‘“'cun currency might make block exchanges of any
Qu::col' such issues for Maria Theresa dollars at Field

il Y s
Cashier’s offices i

Rodd adds that though “some recourse” was had to
exchanges, East African currency on the _\.\holc
‘45 ready acceptance in Addis Ababa as in the
vir» Dawa areas’”.!* o
1ish military admini-tration’s | c th
use of East Africin currency nevertheless
1o meet with a cool reception in London. At
ury, Rowe-Dutton, conceded on May 10, that

proposals for the

[
cont

U
inued

s Treds 4t
ihe osition 1o the proposed new lira 50 grcul_lh.x_t his
.-i(i;‘mp.llrit'l‘i would “most reluctantly i}:nc to give it up
i - of Allied money. but. rejecting East African

in fis

<t by implication. declared that he had “a
for the use of rupees in Eritrea plus, 1
iritish Somaliland™, though he envisaged the
emiploy eat of East Africa currency “in the south”, in
lalian <omaliland M7 L A
The Last African Currency Bourd u]tsu c&g}u_;;c:‘il‘;lsgél
\v opposed to any extension in the use ofits m A

;:: t:‘lnr‘?}ém(I:rr:mdum of May 9. 1 he bourq nmcq that it had
at of the proposal for the introduction of its currency
occupied territories, and understood that those
iie for this proposal have gathered the impression
4 + ample stocks of East African currency are
available”™. The board, which went into considerable
monetary detail, declared, however, that they could not
wsubscribe’ to this view, as its stocks were “at low Ic\'ql .
and there were “"grave practical objec ions 1o an extension
of the territories in which the East African shilling is the

ent coin™ ¥

yion from the board convinced the British
.ot for the time being at least, against
1o the diffusion of East African currency over 10o
wid areas, On May 22, Evelyn Baring, of the Foreign
Office, expressly stated that Eritrea was to employ
rupees, and mentioned lt:lian Somaliland as the only
place where East African currency was to _L‘IrcH]:llc_:llnd
then only “provided the supply sufficient™, f;uhrng
which rupees were to be used.* {1 the morrow the War

Offive telegraphed to Cunningha. rccqmmcnding the
Jian or, in lieu thereot. Lgyptian currency in

i und of Indian in British £ mahland. As for East
Alric currency, the War Uifice remained  non-

commital. for it noted the militury authorities” “pre-
ference’” for this money in ltalian Somaliland, but added:
“Currency Board cannot understand your statement
that supplies are adequate since 38 per cent of stock of
notes are of high denominations, unsuitable for current
use, they are gravely concerned over seasonal
vonements in a few month’s time, and are not

- pared to supply lItaliun Somaliland from existing

stocks until firm orders have been given for the

replicement of such supplies™.

Elaborating on these difficulties the telegram observed
that the “problem of delivery”™ was not surmountable,
but would “entail several months delay™, while the
minting of shilling pieces was “difficult” and shilling
notes hid “grave drawbacks™.
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Turning specifically to Cunningham’s proposals for the
introduction of East African currency into Ethiopia the
telegram declared that the “supply difficulty would of
course be increased"” if the circulation of this money was
to be “extended to Harar, etc””. The War Office therefore
concluded that it would *like to use new Ethiopian
currency and/or M.T. dollar throughout Ethiopia™. ¢

Undismayed by this rejection of his proposals,
Cunningham replied to the War Office in a long and
persuasive telegram of June 3, which claimed that East
African currency had already made considerable
headwiv, and set forth the advantages of estublishing a
single type of money throughout the area. He noted that
in lalian Somaliland, Eust African currency wus the only
money “effectively™ in use, that in British Sumaliland.
where Indian money was the sole legal tender, some East
African currency had nevertheless been "di:‘.semin;lucq
by troops passing through Berbera, and that in Ethiopia
it was already “current in the Harar area”, and was “now
being used in Addis Ababa by the military™. He went on
0] c;piuin. somewhat ingratiatingly, that the use of this
currency in Ethiopia had been “encouraged” by the
military in response to the War Office desire for economy
with Maria Theresa dollars, and that the acceptance of
East African money in the urban centres ““augurs well for
introduction of new paper currency hereafier provided
population is not corrupted by lavish use M.T. dollars at
this juncture™. .

The General Officer Commanding went on to stake a
claim for the use of East African currency in Ergtrpu,
justifying this in terms of probable difficulty in obtaining
sufficient Egyptian money for that ex-colony. He
therefore declared that he would “like” to use East
African currency there too, if supplies were available, for
he claimed that the acceptance of this money there, could
be presupposed in view of its “reception™ in Ethiopia.

As for the Currency Board’s objection he insisted that
the position had been “carefully inycstigated" \\-i_t_h the
full co-operation of “local authorities and bank and
that this had revealed that there was “no visible seasonatl
trend for notes”, He added: _

“There is marked seasonal demand commencing
December for coin which however is in adeouate
supply. So far as O.ET. is concerned, situation can
probably be faced by use of 50 lire notes and ST
dollars, There is a slight tendency for notes in * enya
owing to reduction of troops. Bank stocks are i ormal
to high. Account has been taken of high denomiation
situation. Authorities consider note wastage hus been
reduced to order of 10 per cent per annum .. ."

Waxing enthusiastic about introducing East African
currency throughout the territories under discussion he
continued:

+1 submit this interim solution also provides long
term solution if you are willing to see extended use
East African in O.E.T.A. This will obviate any new
note issue for Eritrea or Italian Somaliland, and owing

1o our currency experience would also cover Ethiopia !F

combined with judicious use of M.T. dollars. This

would obviate sandwiching Ethiopian note issue
between two O.E.T.A. Note issue territories which in
any case is awkward owing to open frontiers and
political disadvantage of Ethiopian currency perco-
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glgsg\eﬁll?g In Addis Ababa on July 1, Rodd
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E&ng well pleased with these developmen
2 am  reported on July 7, that the " Qun-
oncerning East Africa currency in Addis Alf'lbai;;:“on
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N was not sur-

bcwi_\-r;lcmr,\"‘.'“A few weeks Ia!.ter. on August, 2 he
raphed that a “'strong tendency™ had developed “to
iﬁiofh‘-rs for East African through Barclays”, and that
et the end of July we bought 400,000 dollars from
rlays_against existing local stocks East African
urrency’» though he admitted that “this movement
jght have been “caused by market rumour that no
rther East African currency was to be 3\:’31'3'}18 =
mph:ISiSi”S the administration's resultant increased
ced of East African currency he added: . .
wpleise ask currency board to give immediate
tons to enable me to obtain £50,000 small
change at short notice if required. Am naturally most

unwilling to check this movement having regard 1o

wider introduction, East African currency envisaged,

and high silver value of M.T. dollars™, 3

In the months that followed Barclays continued 1o
issue considerable quantities of East African currency,
and was so successful, Rodd claims, that in the first half
vear of i operations “no less than £300,000 of drafts was
sold 1 Aden, Bombay and other neighbouring
territories, @ figure which corresponded remarkably
closelv 9 the value of imports into Ethiopia®, 192

The British administration’s ctiorts to introduce East
African currency and to substitute it for the Maria
Theresa dollar were meanwhile resulting in friction with
the Ethiopian authorities who were reluctant to see the

opular silver coin replaced by a new alien money.
Philip Mitchell recalls that there were at this time
“interminable arguments™ between the British and
Ethiopians. Presenting the British military adminis-
tration’s side of the case, and allowing the Ethiopian to go
by default, he adds that “the Abyssinian currency had
been the Maria Theresa dollar, a bullion currency worth
its face value as metal. We had arranged stocks of these
for our own purposes and to support credit, but in the
British taxpayers’ interests were very sparing in the use of
them. This did not commend itself to the new Ethiopian
authorities, whom we financed with East African
currency .13

The East African Currency Board meanwhile con-
tinued to voice its reservations at the proposed extensive
employment of its currency in Ethiopia. This caused the
War Office to telegraph to Cunningham, on July 17, to
note that, pending the arrival of *“additional supplies”,
depletion of this money was causing the board
“considerable anxiety™. and the military administration
taerefore requested to reduce its requircments 1o a
num”, us well as “by all means possible™ to muke
the “‘greatest use” of currency already in use without
drawing further supplies from outside™.

Cunningham replied in conciliatory tone, on July 22,
promising that “every cffort” would be made “to
economise in use of East African currency”, and adding
that his requirements were running at only £85,000
monthly, though this did not “allow for exceptional
pavments”. He added:

“Owing to uncertainty communications currency
stocks must be kept in several centres and estimate
total of these stocks should not normally be allowed to
fall below £E.A.150,000 as minimum",

The result, he explained, was that the monetary
situation was “‘expected to become acute before end

Augusl"'ﬂfu
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The expected shortage of East Afric .
occurred. A couple of gmonlhs later l|:: nGzl}I::cr;:qI}Cég"lb’
Commanding, East Africa, telegraphed, on September 5
that pending the arrival of new supplies the "shorlag: of
small denominations of E.A. notes”™ was “becoming more
acute”, but that he was doing his “best” to release
supplies from Ethiopia to Somalia where they were
“quoted at a premium against coin” which he considered
“*most undesirable”. !

Such action, and the coming of increasing supplies of
currency led, however, to a steady amelioration in the
position. By October 27, Rodd was able to report that the
introduction of East African currency into Ethiopia was
“not unsatisfactory”, for he explained:

“We have succeeded in introducing East African
currency, largely in the form of notes, in a country
where the native was reputed to be unwilling to accept
anything except higher silver content coin™.

East African currency, he explained, was also finding
“ready acceptance” in the northern provinces then but
recently occupied by the British, though the “distant
rural arcus”. he admitted, “still require M.T. dollars”,

The success of the policy of introducing East African
currency was evident, he concluded, from the fact that the
military administration had “suflicient” of this money
“for immediate requirements and the promise of more to
come™, as well as “sufficient’”” Maria Theresa dollars to
replace East African currency should a shortage of the
latter arise.”37

The British military administration meanwhile was
endeavouring to extend the circulation of East African
currency into the remainder of the former Italian East
African empire. The next step in this direction was taken
on October 27, when the War Office agreed that this
money should be legal tender in British Somaliland in
addition to Indian currency,!**

Plans to transfer Eritrea from Egyptian to East African
currency followed towards the end of the year. The
change of currency was formally requested by Platt on

December 6, when it was reported that a large

consignment of East African currency, consisting of

£750,000 in notes and £100,000 in coin, had left Nairobi,
and that the “commencement date for change over™
would be announced when these arrived.'® The War

Office gave formal approval on Deceniber 16,19 and on

January 10, 1942, the British military administrator,

Kennedy-Cooke, proceeded to proclaim  that any

agreement whether expressed or implicd for the discharge

of a liability in Egyptian currency could, “‘notwith-
standing any such agreement, be discharged in British

East Aftican currency at the rate in force at the time when

such liability is discharged”.!" A few days later, on

January 14, he issued a notice stating that the circulation

of Egyptian currency in Eritrea was to be “replaced by

British East African currency” and that as from the

following day this would be suppiied in exchange for

Egyptian at offices at Asmara, Massawa, Keren, Agordat,

Adi Ugri, Adi Caieh, Decamere, Tessenci, Nacfa and

Barentu, the rate being fixed at 974 piastres to the East

African pound.h*

To complete the transition Kennedy-Cooke issued a
final proclamation on April 11, which stated that as of
May 1:

“Every transaction whatsoever relating to money or




involving the payment of or the liability to pay moncy

shall in the absence of express agreement to the

contrary be deemed to be entered into in terms of East

African currency™.

The proclamation further laid down that:

“When any sum due to be paid after the
commencement of this proclamation is payable in any
currency other than FEast African currency, the
payment must be made in East African currency”.
The only exception to the above articles related to the

continued use of lire which was expressly permitted *‘until
the military administration otherwise directs™. Payments
to the administration in Italian money were likewise
allowed if effected in notes “up to and including notes of
50 lire denomination™.

A schedule to the proclamation specified the value of
East African currency in terms of other currencies, i.e.
one Egyptian pound was to equal 20 shillings and 50 cents,
one Maria Theresa dollar, 871 cents, one one rupee, one
shilling and 50 cents, 142

The result of the above edicts was that the British
authorities began issuing East African in exchange for
Egyptian currency in January 1942, and the operation is
said by Rodd to have been complete by May 1,14

(iii) INDIAN CURRENCY, 1941-2.

Indian money was the third of the three British-
controlled currencies introduced into the former Italian
East African empire, where it gained a temporary
circulation in Eritrea besides being restored to its previous
official position in British Somaliland.

The idea of employing Indian currency in the occupied
territories of East Africa was first mooted early in the
campaign. Rowe-Dutton of the Treasury observed on
March 3, 1941, that the introduction of this money would
necessitate sterling payments, and that on leaving the
territory such money would have to be left as “a gift. .. to
our successors”, or would, “‘at least, create problems of
redemption™, while overprinting would *“'present special
difficulties”. Though emphasising the disadvantages of
Indian currency for the Italian colonial empire as 2 whole
he urged the desirability of using it in Ethiopia where he
considered it from the British point of view preferable to
either the Maria Theresa dollar or Egyptian currency.
Arguing the advantages of Indian over the lutter he
declared:

“Sterling is not available, we want to push out the
lira, and must therefore, choose between rupees and £E.

1 believe rupees to be the more suitable, since £E are

not well known in Ethiopia whereas the rupee has a

considerable international standing, and we should use

rupees in spite of the fact that they cost good money,
and will have to be withdrawn later on".14%

The use of Indian currency was also agreed to for
British Somaliland which had employed this money prior
to the Italian occupation in 1940, A consignment worth
about £500,000 was accordingly ordered, as Rodd notes,
early in 194] .18

The significance attached to Indian money in official
British thinking at this period is apparent in a Foreign
Office minute of March 27, which declared:

“In [Italian East Africa, with the exception of

Ethiopia. we have had recourse to the use of rupees . . .

because the lira had lost any real value™ 147

The British military administration initially raised no
objection to the use of Indian currency. General Wavell
observed, on March 29, that it was one of the currencies
which he and his coll would “definitely prefer” to
the lira, though he noted that the “‘desirability of
economising” in its use and that of all Allied money was
“fully appreciated”, and that he had been informed that
supplies of East African currency were “sufficient to
obviate use of rupees in Italian Somaliland™.2* On April
4, a British notice nevertheless decreed Indian money one
of the legal currencies in Ethiopia, while by a decree of
the following day Platt did the same thing in Eritrea,’*
and on the same day the British military administrator
fixed the value of the rupee at 36 lire.'*" A week or so
later, on April 18, the War Office informed Cunningham
that it preferred the use of rupees to that of sterling
inasmuch as the former “would be simpler and in the end
probably not more expensive™.!*!

Recourse to Indian currency was, however, soon
opposed by the British military administration, which, us
we have seen, was then campaigning for the introduction
of East African currency. The attitude of the military
authorities became clear on April 30, when Cunningham
despatched a revealing telegram to the War Office in
which he declared, **1 much dislike idea of permeating
large tracts of Africa with rupees, E.A. currency would be
preferable (though perhaps difficult in Eritrea)".!s
Despite this view he proceeded, on May 6, to inform the
War Office that on account of the shortage of currency in
the occupied territories he had been obliged to have
£150,000 worth of rupees sent from Nairobi to Port
Sudan “for emergency use Red Sea Littoral”.!®

The Government in London meanwhile continued to
advocate the need for at least some use of Indian
currency. Rowe-Dutton of the Treasury noted, on May
10, that he had “a prediliction for the use of rupees in
Eritrea plus, 1 suppose, British Somaliland™.’®* A few
weeks later, on May 22, Evelyn Baring of the Foreign
Office, reported that it had been decided that “for
Eritrea, the currency will be rupees”, and that if supplies
of East African currency for Italian Somaliland “give out,
rupces would be used there too".'* The War Office
accordingly telegraphed to Cunningham on the following
day that for Eritrea “we think rupees should be used in
preference to Egyptian currency as political drawbacks
are less and small change easier to provide”, and that
British Somaliland should likewise “revert” to the use of
Indian money.'**

The British military administration, however, remained
opposed to Indian currency, and, Cunningham, arguing
his case on grounds of the East African balance of
payments, telegraphed to the War Office on June 3:

“I respectfully submit that use of rupees is highly
undesirable and costly wis-g-vis Indian trade bal-
ance™ 187
Notwithstanding such opposition the shortage of

currency was so acute that the British military
administration conceded that it would have to make some
use of Indian money. On June 3, Cunningham informed
the War Office that he had arranged to hold £120,000
worth of rupees in Khartoum *'in case of emergency”,
though he added, significantly enough, that he was “very
(repeat very) unwilling” to use them “'in which we are all
agreed™."** The Foreign Office, on the other hand, felt the

ment of this currency could not be entirely
d. Paul Mason, noting the shortage of East
African currency, observed on June 13, that “for this
reason, among others, rupees are pn_)po_sc‘c‘l for Eritrea
and the adjoining (Tigre) areas of }Ethxopla , and, aware
that this would be regarded with disfavour by the British
military, added: ““the authorities in East Africa, who do
not like this, will probably have to give way on the
p oint™.1%* These words were in fact prophetic, for a week
or so later, on June 21, Cunningham reported that Assab
had been “*placed on rupee currency basis™, and that ]le
would ‘attempt introduction rupees at Massawa',
though he added that an “alleviation of small change
fumiﬁc in Sudan . . .would be thpfuI".{‘"

In British Somaliland meanwhile Indian currency had
pained considerable popularity. Cunningham noted on
June 21, that this was particularly the case among Indian
+. ore, and that as far west as Harar this currency had
- “into a discount of up to one East African shilling
f—.-:' rupee. though he was “instructing political officers to
offer freely rupees for E.A. currency at par of one and one
half shillings™, and hoped by this means "to recuperate
E.A. currency’ .18 >

Reiterating his objections to the use of Indian currency
in Eritrea the General Officer Commanding telegraphed
1o the War Office, on July 7, to report the circulation of
Egyptian currency, and declared: ;

“* feel strongly that it would be a mistake to
introduce rupees at present juncture in Eritrea since the
whole economy there appears to be confused by the
currency problem which could be accentuated by the
introduction of rupees”.

He therefore concluded that *it would take con-
siderable administrative pressure to establish rupees
particularly in unsophisticated country districts”.1**

The British military administration was also un-
favourable to the circulation of Indian currency in
British Somaliland, Rodd complaining on October 27,
that the decision to use Indian rather than East African
currency was “'in some measure to be regretted since th_c
introduction of East African currency would have made it
possible to avoid the use of rupees in Africa again’.
Urging the advantages that would have acerued from the

ntroduction of East African shillings he added:

“All British administered territorics would then have
heen on the E. African currency system which as a
~otter of fact would have obviated undesirable
exchange trafficin rupees against East African currency
with Aden™ 18 . .
Though unable to prevent the restoration of Indian

currency in the Protectorate, the British military
succeeded in persuading the War Office to agrec, on
October 27, that East African currency should be legal
tender there in addition to the rupees.!™

East African currency was meanwhile making steady
progress, as we have seen, throughout most of the former
Italian Fast African empire, to such extent that towards
the end of the year, Platt proposed, on December 6, that
the use of Indian currency at Assab should be replaced by
that of East African and that he would “like to
announce” that rupees would “cease to be legal tender”

throughout Eritrea.!* The War Office, uncertain how to
react, replied on December 16, that Indian money
<hould remain legal tender in Eritrea’ as long as it was

employ’
obviate
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the *principal currency in British Somaliland, but then
contradicted itself by adding, “provided, however, that
you are satisfied that withdrawal of legal tender status . . .
will not cause you difficulties, we are content for you to
proceed as you propose”.* The British military
administration thereupon took steps for the elimination
of Indian currency in Eritrea, and on March 23, 1942, the
military administrator, Kennedy-Cooke, accordingly
issued a notice stating that Indian money would “cease to
be legal tender” as of May 1.167

The circulation of this currency was thus restricted to
British Somaliland.

FORGERY, 1941-2.

The currency situation in the immediate post-
liberation period was complicated by a significant amount
of forging on the part of ltalians, who remained in the
country during the British occupation. The existence of
such false money caused the humorous Sam Brown to
report, on October 19, 1941, that “there arc some
thousands of counterfeit M.T. dollars and East African
shillings in circulation”, and, writing in increasingly
facetious vein, he continued:

“It would be well for cveryone to bite their M.T.
dollars before accepting them. The coins are lighter, of
unfinished appearance, bend easily and do not taste
half as good as the genuine article, but if you throw
them on the pavement they give the same ring. One
thing I can reassure you about is that the police have
arrested five Italians on the charge of counterfeiting
plants for M.T. dollars and East African shillings, and
300 false dollars. It is believed that they were turning
out about 400 coins a day. If they were placing them all,
it means that they were earning as much as most prime
ministers, and as much as a few of the lesser well-
known cinema stars. But instead of spending their days
in retirement in whatever gentlemanly and ladylike
ways prime ministers and lesser stars do spend their
time, they are now in prison’.1%®

PROPOSED NEW CURRENCIES

The introduction of Egyptian, East African and Indian
currency into the former Italian East African empire wits
accompanied by lengthy discussions on the possibility of
introducing new currencies, Two types of money were
envisaged: a special currency for the occupied enemy
territories, and an Ethiopian national currency, which,
the British Government hoped, would be linked to
sterling.

(i) A NEW LIRA CURRENCY, 1941

The British Government's oppesition to the lira, as an
enemy currency, and to the Maria Theresa dollar, as a
coin wasteful of silver, led early in the liberation
campaign to proposals for some new type of money for
the occupied territories in East Africa, On March 3, 1941,
Rowe-Dutton, laid down in a Treasury memorandum,
that any such currency should satisfy two basic
conditions, namely that it should *“not be unnecessarily
costly’ and that it should be “acceptable as a means of
carrving on the trade of the country” and thus to
“replace the lira™.

Considering how to meet these two requirements, he



declared that it was “very templing” to issue “‘a paper
money, printed ad hoc, and called lire”. The internal
value of such money “would be sccured by fixing a rate at
which it would be accepted in exchange for £E., rupecs,
sterling, etc., but it would not be convertible into those
currencies, except for imports and similar approved
purposes™. Another advantage of this money, he
explained, was that *‘we could leave it behind, if we
relinquish the colonies, without any responsibility for it:
it would be for our successors to withdraw it, if they saw
fit, or to replace it by another currency™,

Discussing the proposed new paper lira in some detail,
he continued :

“The machinery suggested is to utilise paper
available for additional stocks of 5/~ notes, printing «
very simple design, including the words *Bon pour . . .
lire". The design need not vary, if the figure is bold
printed, possibly in different colours. It is less desirable
to overprint existing 5/-, etc., notes, since there might
be held to be some fixed relation between 5/-and the
number of lire printed on them.

“The main objection seems 10 be thut we may be
charged with issuing completcly worthless ‘bons de
requisition’, not even redcemable after the war. This is
manifestly false, since the notes will have value in
exchange in the territorics. and will be exchangeab'e for
approved imports, etc. The rew notes will replace
entirely worthless Italian lire notes.

“We should introduce these notes by paying for
supplies, paying troops, etc. When we had a fair stock,
we might call in all existing lire notes in exchange for
them, within a limited period, thereafier refusing to
recognise the old notes at all, save by favour to
friendly tribesmen, etc. (We have to guard against
attracting lire from outside the territorics on the one
hand, and against upsetting the natives on the other.)
Existing lire bank balances, in so far as released, would
be paid out in the new notes, and banking credit, for
internal movement of trade, would be given in ‘lire’ . . .

“The advantages of a new note for exchange
control purposes are obvious; but it should be pointed
out that, since these notes will not be acceptable
outside the frontiers of their territories, a special
mechanism will be needed to exchange them into other
currencies to pay for approved imports. Similarly,
troops leaving the country would hand their lire notes
in for exchange into sterling or £E. as necessary”.
Though a strong advocate of “lire notes” for the

former Italian colonial empire as a whole, Rowe-Dutton
recognised that they were unsuitable for Ethiopia.!® To
understand his reasoning it is necessary to recall that a
few weeks earlier, on February 8, the British Foreign
Secretary, Anthony Eden, had been pressed in the House
of Commons to define the British Government’s attitude
to Ethiopia, and had somewhat vaguely declared:

“His Majesty’s Government would welcome the
reappearance of an independent Ethiopian state and
will recognise the claims of the Emperor of Ethiopia to
the throne. The Emperor has intimated to His
Majesty’'s Government, that he will need outside
assistance and guidance. His Majesty’s Government
agree with this view and consider that any such
assistance and guidance in economic and political
matters should be the subject of international
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agreement at the conclusion of peace™, 179

Rowe-Dutton, who was in all probability influenced by
this statement, declared that in the context of the
occupied territories, Ethiopia constituted a “special
problem”.

Rowe-Dutton’s note convinced the War Office of the
desirability of introducing a new lira currency, for the
occupied territories (excluding Ethiopia). A telegram was
accordingly despatched to General Wavell, on March 15
declaring: ’

“We are exploring the possibility of new African lire
notes as ultimate currency of halian colonies, but not

(repeat not) in Ethiopia. Coin and Egyptian notes are

too expensive, but it is essential that any new notes

should be acceptable as means of carrying trade in
place of metropolitan fire”,'71

The idea of 4 new lira currency, however, met with
strong disapproval on the part of British military
administration, whe, it will be recalled. were then craving
to introduce East African currency. Faced with this lack
of sympathy on the part of the local officials, the War
Office again telegraphed to General Wavell, on March 28,
complaining: “We feel you have not given sufficient
weight Lo reasons for our proposal of new lira currency”,
The telegram also warned the military against extensive
use of East African currency on the grounds that it was
necessary to avoid the “bad propaganda effect” of a
sterling issue “with its implications that O.E.T. is

already regarded as annexed to the Empire”.172

The British military authorities, unconvinced by such
reasoning, nevertheless continued to oppose the lira plan,
On March 29, Wavell, accordingly telegraphed to the
War Office to argue:

“Since present policy will lead to more or less rapid
devaluation of Metropolitan lira currency, any new
currency whatever its pedigree would be practically
impossible to introduce if called *Lira’. For some time
there would also inevitably be two lira currency rates of
exchange, which would be incomprehensible to public
and injure new issue’.

Instead of a lira currency the Commander-in-Chicf
therefore proposed the use of money expressed in
sterling shillings. “Alternative to your proposal”, he
declared, **seems to be a sterling O.E.T.A. note issue on
East African model, namely in shillings and cents. with
notes as small as two or even one shilling”,

Desirous of employing such money also in Ethiopia,
Wavell added:

“New sterling note issuc could probably be used in
Ethiopia pending arrangements for Imperial issue. This
if practical would save some M.T. dollars. A new lira
note could not be used in Ethiopia at all”",17
The above proposal as Rodd later noted, was, however

*“not found acceptable in London™,' and the War Office
telegraphed to Cunningham, on April 18, once more
urging the case for a new lira currency, and declaring:

“We fully realise force of arguments advanced by
your advisers, and their desire to continue use of
available currencies. but we feel that they have not
given sufficient weight to our objections™,

After emphasising that the “existing currencies” were
“expensive” and that the British Government wanted 1o
save what we can on supply of currency” the telesram
continued: ’ N

such pressure,
their opposition 1o
telegraphed

wwe are not convinced . .°. that new lira is
i ticable . . . They could be introduced gradually,
impra” We realise that large
d would be legal tender . . . We realise 2
- opolitan notes will be at a discount, as long as they
mﬂ;m accepted by you. Apart from this, we do not see
M]fv there should be two lira rates of exchange inside
E]Z: T., as old and new will be interchangeable. We do
m;t |.11u’ch fear different rates for lira oulsigle O.E.T., as
supplics are limited there and rate Is likely to
approximate to thatin force in O.E.T.A7 )
The British military administration, hov‘vcw.'er. rcsmtqd
3 and indeed became increasingly \'_cml in
the lira project. Cunningham
to the War Office, on April 30, declaring:
“regret to say | have no confidence in being able
successfully to intraduce British Lira currency. Failure
1o do so will be politically serious, and final result more
sive than continuation of present system. In
1t circumstances | am apprehensive of new lira
= going to discount on old lira, inter alia, owing
1o W ,-Jl_:l'hn'lil'l'}\'l?l of metropolitan lira, and necessary
hr\ceairmion of cxch:mg_cahiln_\- .0[' British lira . ..".
Recognising that a final decision was, however, the
responsibility of the War Ofiice, the General Officer
Commanding concluded in loyal vein: )
“If you finally decide on new lira currency, I will of
course do everything possible to make it success, but
must repeat I have little confidence myself in such a
venture. e
“Decision one way or another is now necessary '
The authoritics in London found it impossible to
override such objections. On May 10, Rowe-Dutton sadly
recognised that plans for the proposed new lira would
have to be abandoned. “In view of Rodd’s most recent
telegram”, he wrote, "I am ;tfrald that most reluctantly
we shall have to give up the idea of the new lira note . . .
Rodd is, after all, the man on the spot whom we have sent
out to advise us on local conditions™. .
Fully aware of the implications of the above admission,
the Treasury official declared that it became necessary to
“‘make up our minds on the currency we should adopt™.
He therefore argued, as we have seen, that continued use
should be made of the currencies of the occupation
forces, i.e. Indian currency in Eritrea, and, he supposed,
British Somaliland, and East African in the South. As far
as Ethiopia was concerned, he declared: .
“We have . . . to consider the immediate currency
situation in Abyssinia, and whether or not we shpu]d
proceed with the minting of some subsidiary coin. I
fear we shall have to put this back to Rodd, but 1
believe we ought to go on with the M.T. dollar, as
required, supplemented with whatever else is accept-
able for the time being, and put to Rodd our
suggestions about a Currency Board™.
ie. the plan discussed below for a new type of
currency based on Sterling.'** :

The British Government accepted Rowe-Dutton’s
conclusions as to the impossibility of proceeding with the
proposed new lira. On May 22, Evelyn Baring, q!’ the
Foreign Office, noted that “the idea ol'nqw lira note h_ud
been “dropped”, '™ while on the following day the War
Office telegraphed to Cunningham:

“In view of your representations we r‘c[ucluml_\'
agree to abandon proposed new lira note™.'™?

expen
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Though the new lira project was in fact dead, qpe
General Officer Commanding continued to oppose it in
long telegram of as late as June 3, in which he urged the
convenience of introducing East African currency, and
declared that “'notes for currencies not now existing, such
as O.E.T.A. lire, would have to be established by
proclamation, and I respectfully emphasise disadvanta
involved owing to difficulties with African 'populauo‘n,
and the complication of exchanging Italian notes™.
This view, he added, was shared by his colleagues, wll?
“agree in maintaining objections to O.E.T.A. lira issue”,
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but, once again protesting his loyalty, he concluded: “If
you desire to revert to lira type of1‘s'suc you can of course
count on fullest co-operation here”.!%?

The British military administration’s opposition to the
proposed lira notes thus proved decisive, as was
subsequently recognised by Rodd, its arch-enemy, who

claimed on October 27:

*“For political reasons it appeared to be undesirable
to introduce an O.E.T. lira note, and it was necessary to
point out that having adopted a policy which could not
in the lony run fail to depreciate the metropolitan lira
to a point ut which it would become unstable, the
introduction of a new lira note would not only cause
confusion but might lead to great difficultics in
securing its acceptance’”. .

The above arguments, he adds, were later reinforced by
the deteriorating British military situation in North
Africa, for “the turn of events in the Middle East and in
the Mediterranean suggested that these difficulties would
be accentuated to a point at which the O.E.T. lira note
might go to a discount as compared with the metropolitan
lira note”.

The abandonment of the plan for a new lira had the
result, as Rodd explains, that the British Govgmmcnt
accepted his own proposal “that the whole of Italian East
Africa should be placed on the East African currency
standard as soon as, or if, adequate supplies of East
African currency were forthcoming”. This proposal, he
proudly adds, was “agreed to by the War Office™, and led
to arrangements “to create a sufficient supply of East
Adfrican currency notes and coin to supplement existing
reserves”” which “proved adequate to meet the require-
ments of both British East Africa and Occupied Enemy
Territories”, though this proved to be “‘only . . . possible
by continuing the use of Italian lire”.!%!

(ii) ETHIOPIAN CURRE?;E}' BASED ON STERLING

The idea of national currency made a strong appeal to
the Ethiopian Government, which regarded the issue of
such money as an expression of sovereignty, and was
most anxious to put an end to the circulation of foreign
money. Ethiopian currency, it should be pointed out, had
been produced since the time of Eq‘lpcror Menelik; the
Ethiopian authorities in the immediate aftermath of the
liberation were, however, entirely dependent on the
British forces of occupation, and in no position to initiate
a currency without the help of the British, but this
presented difficulties in so far as relations between the two
countries were not yet clearly defined. :

British policy towards Ethiopia in the spring of 1941,
found expression in Mr. Eden’s alrcady .mcrjuuncd
statement of February 8, that “His Majesty’s Govern-




ment would welcome the reappearance of an independent
Ethiopian State™.'** This statement, as we have seen,
provided the terms of reference for much subsequent
British official thinking, and doubtless influenced Rowe-
Dutton of the Treasury who, considering the occupied
territories in East Africa, observed on March 3, that
Ethiopia constituted a “special problem™ and was thus
not suitable for the new lire currency he was then
proposing. Echoing Mr. Eden’s ideas, he drew the
monetary conclusion, that “eventually we may look
forward to an independent Ethiopia with its own
currency authority™, and added that “if possible, the
future should be neither the silver M. T, dollar, not the
lire™.

The Treasury official went on to urge that it was
necessary to avoid both “lire notes™, as recommended for
the rest of the occupied territories, and, as had also been
proposed, a note based on the Maria Theresa dollar, for
any such note would perforce be “a silver certificate, with
a hability to redeem in silver™,

This opposition to a paper currency redecmable in
silver evoked warm approval in the Foreign Office, one of
whose officials, Charles Bateman, on reading the above
memorandum annotated the relevant paragraph with the
revealingly racist exclamation:

“The niggers would like this!™
Instead of a currency based on the Maria Theresa

dollar, Rowe-Dutton proposed one based on sterling, and
issued by a currency board in London. “Our eventual
aim”, he declared, *“might well be an Ethiopian Currency
Board, issuing a note convertible in sterling in London, in
terms of which the M.T. might fluctuate.!®

Rowe-Dutton’s proposal, which was destined to
bedevil Anglo-Ethiopian relations for the next three
years, won considerable support in British Government
circles. The War Office, which strongly favoured the idea,
telegraphed the Chief Political Officer in Nairobi, on
March 17, to declare:

“We are considering whether we could create as was
done in Irak, a note issue based on sterling, with say an
Ethiopian pound as the unit. The notes would probably
be acceptable in towns even if M.T. dollar remained
principal currency in backward areas. In this event
M.T. dollar would fluctuate in terms of new unit™ *
The War Office view was put to General Wavell in o

telegram of March 28, which argued that a currency
based on sterling would reduce reliance on the Mariz
Theresa and the constant fluctuations of value to which it
was prone. “Problem as we see it now”, the telegram
declared, “is whether money of account shall be M.T.
dollar with varying sterling value, or some larger unit
based on sterling, e.g. Ethiopian pound in terms of which
dollar might fluctuate. Latter would make possible
economy of minting dollars and provide more stable
basis for foreign trade’.1%

The War Office proceeded to inform the Chief British
Political Officer in East Africa, on April 18, that it
favoured a decimal system for divisionary coins and was
“ready to design" such money, the Royal Mint, having
stated that bronze was available, but not nickel. It was,
however, necessary to decide, the telegram added,
whether the Maria Theresa dollar was to continue
indefinitely in use, for it was “expensive”™, “unsuitable”
for external trade, and “undesirable™ because its value
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varied with the price of silver, as had been recognis
prior to the war by the Emperor, who had then b
“planning a change”. Turning to its own ideas, a
specific proposals, the War Office added:

“We are considering whether we could create as w;
donein Irak, a note issue based on sterling, with say ay
Ethiopian pound as the unit. The notes would b
acceptable in towns if M.T. remained principy
currency in backward areas. In this event, M.T. dolla,
would fluctuate in terms of new unit.

“New coins will take several months to design, min
and transport, after decision reached . . . they wi]
therefore be of no immediate help. It would save somg
delay if they bore numerals only, and were issued firy
cents of M.T. dollar and then used as mills of Ethiopiap
pound if established, but we presume this would cause
confusion™.'*®
The War Office’s ideas were further elaborated in 3

telegram sent to Cunningham on April 24. It declared:

“We realise re-establishment of paper M.T. dollar
would be easier and may be preferred by Emperor, but
looking to the future, we consider it essential to avoid a
currency based on silver, and are considering possible
introduction of Ethiopian currency unit . . .

“We should like to establish paper unit based on
sterling, with notes of say one quarter, one half, one,
five, 10 and 50 units, and milesimal divisionary coin
with silver 500 fine for 25 and 50 and 100 mils”.
Turning to the case for a currency board located in

London, and hence under British rather than Ethiopi
control, the telegram somewhat patronisingly continued:

“We consider issue could not safely be entrusted to
an Ethiopian central bank, but must be controlled by
currency board working in London, which would
supply currency for issue through a local bank, for
instance Barclays, Addis Ababa, or new Bank of
Ethiopia, which could not (repeat not) be a central
bank. Currency board would no doubt be a creation of
Abyssinian law, but this law should contain a contract
which could not be altered unilaterally and would
preserve the Board from political pressure. Initial issue
would be backed by sterling advanced for that purpose
to the Emperor by His Majesty's Government, and
further quantities by proceeds of good currency or
silver acquired in exchange.

“To ease transition sterling value of Ethiopian unit
might be fixed initially at equivalent of say 10 M.T.

dollars, i.e. 18/9d., and subsequently held at that rate
while M.T. dollar is allowed to fluctuate. Dollar might
have to be legal tender to start with, but we should hope
to withdraw this status from it as soon as possible,
leaving it to circulate especially in out-lying districts, as
medium of customary tender, hoarding. ctc. Rate of
exchange between dollar and new unit would be fixed
from time to time as required".!*?

Plans for a currency on the above lines were further
claborated by Rowe-Dutton, who despatched detailed
proposals to the Foreign Office on May 1. for a type of
paper money which he now chose to term the “Negus™,
Explaining that what was needed was “‘a new money of
account”, and that Maria Theresa dollars could
“continue to be used for internal purposes, but would
have to be free to fluctuate in terms of the new currency”,
he continued:

“The external link should be stcrlin_g. The only gthcr
possibilil)' would be the dollar, b_ut_ since there w:ll‘bc
little or no trade between Abyssinia and dollar using
countrics, this would be unsuitable. ..

[t is suggested that the mechanism should be a
bourd working in London, issuing notes
against sterling, the original sterling fund no doubt
p}o‘it{a-tl by a loan to the new government. The
panaeement should be in the hands of U.K. nominees,
. e ociation with the Emperor’s Financial Adviser.

st (which Dwill call a *Negus® for convenience)
Jhould be in the neighbourhood of £1, with a
:nubsidi.n_\' silver coin, 500 fine, I,'l_“:l: of its value;
perhaps also 1/40th; and bronze coin 1/1,000 of the
negus. in denominations of 1, 2, 5 and 10 mils., the
silver coin being thus 25 and 50 mils. There should be
250 and 500 notes, and. of course larger *negus’ notes.
The exact arrangements regarding the sterling
: " he went on, “need careful examination. It may
not be held necessary that 100 per cent sterling should
be held, since not all negus notes are likely to be
presented for redemption simultaneously. This is not,
however, for immediate consideration, and there may
be strong reasons for rigidity in order to put an
obstacle in the way of improvident finance.

“There should be no fixed relationship between the
negus and the M.T. dollar, save that, to secure an
absolutely smooth transition, the negus should be
given a permanent sterling value of X times the official
rate for the M.T. dollar, when the scheme begins. I
should hope that X would be 10; if so, and if the M.T.
rate were 22}d., the negus would then be fixed at 225
pence or 18/9d. This fixation need not be immutable (as
in the rates in a colonial currency board), but might be
like the rupee subject to change at intervals. This would
allow for a semi-independent monetary policy in
Abyssinia, and might be very necessary to save the
currency board from defending an impossible position.

“It might happen that the opening ratio between
M.T. and negus would hold sway for a very long time,
if the price of silver remained steady. Butif the price of
silver fell, the negus might become equal to 15 M.T., il
it rose. the negus might equal only 8 M.T.

“The relationship between the subsidiary coin and
cous would remain fixed.
real difficulty is that there would be an internal
s¢ rate between negus and MUT. This is
mnevitable, if an effort is made to displace the M.T. It
need not be fatal. Contracts can be made in one unit or
in the other, but would be fulfilled in either unit, at a
rate which would be officially fixed from time to time.
At this rate. the M. T, would remain legal tender. With
developing business, we might hope for an increasing
use of the negus, until it became almost universal
except in the remoter country districts,

“It is suggested in the preceding paragraph that the
M.T. dollar should be legal tender at an officially fixed
rate. While it would be preferable in theory not to make
the M.T. dollar legal tender, it may be inevitable in the
initial stages, though not necessarily permanent.
Successful development of the negus might make
possible the withdrawal of legal tender status from the
M.T. dollar, leaving it as a trade dollar, of customary
tender only. At that stage, it should be possible to insist
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on payment in Negus for allotments of foreigy

exchange, and for certain taxes, such as customs,

“It must be admitted that the M.T. will seem to many
natives the better currency, and will be hoarded, [ see
no escape from this, and success for the whole scheme
will depend on disregarding this tendency, and filling
any vacuum in the circufation with the negus. If (as
seems the more likely event) the price of silver falls,
hoards of M.T. will lose value in terms of negus, which
may eventually discourage hoarding of M.T. If they
emerge, and become surplus circulation, they should, of
course, be withdriwn, melted and sold.

“It would be essential”, Rowe-Dutton concluded.,

“to include in the peacy treaty some prosision against

the minting of M.T. for individuals: the Abyssiniun

Government alone should have the privilege of minting

this coin™.1** )

The latter sentence on the “Abyssinian Government’s™
proposed privilege of minting irritated Mackereth of the
Foreign Office, who cynically added the marginal
comment:

“They cannot be trusted to do this. The temptation
to adulterate will be too great™.1**

The idea of an Ethiopian currency based on sterling
gained strength some weeks later when the British
Government, as previously noted, found itself obliged to
abandon its plan for an O.E.T.A. note, at which time
Rowe-Dutton advised the Foreign Office, on May 10, of
the consequent need to “‘put to Rodd our suggestions
about a currency board”."*®

The Foreign Office now gave Rowe-Dutton’s plans its
wholehearted support, as may be seen from a memo-
randum drawn up on May 22, by Evelyn Baring, who
examined the threc monetary alternatives which he
considered open for Ethiopia.

The first possibility was to continue with Maria
Theresa dollars, which would be *“expensive and
difficult” as evident from the fact that £3,000 worth of
coins weighed a ton.

The second was for the Ethiopian central bank to
introduce paper dollars, backed by silver dollars. He
conceded that it was “probable” that the Emperor would
“wish to adopt this course, largely from motives of
prestige™, but argued that this was open to objection “on
the ground of expense™, as well as because “we [i.c. the
British should have no control™.

The third possibility wis to introduce @ new currency.
for example an Ethiopian pound, issued by a currency
board in London, and backed by sterling. *This
arrangement”, he noted, with obvious sympathy, “would
be similar to those in British colonies™, and would work
on the principle that “for every £1,000,000 of currency
issue, H.M. Government will lend £1,000,000 of War
Loan, so that the new notes would be backed not by silver
in Ethiopia, but by British Government bonds".

The Foreign Office gave this latter proposal its full
approval, Bateman annotating the memorandum with
the remark that this was the alternative “favoured by
Treasury, and by this Department™.'*!

The War Office also accepted the proposal, and
telegraphed to Cunningham. on May 23, that it would
“like to use new Ethiopian currency and/or M.T. dollars
throughout Ethiopia®.1*

Despite this uniformity of view in official British




circles talk began to be heard elsewhere of the possibility
of re-establishing Ethiopian currency on pre-war lines, by
no means necessarily linked to sterling. On May 28, the
Financial News of London, carried a leading article (see
Appendix) possibly inspired by Ethiopian supporters in
London, which noted that Ethiopia was *“‘an independent
country, liberated from her oppressors”, and should
therefore **have a currency of her own, in addition to the
Maria Theresa dollar. The Bank of Ethiopia™, it added,
“should resume its functions, and issue Abyssinian notes,
so as to withdraw the hated lire notes from circu-
lation™.}*3

Shortly afterwards it became clear that the British
Government in its plans for an Ethiopian pound, based
on sterling, had reckoned without the Ethiopians, for on
June 3. Cunningham tersely reported that an “Ethiopian
pound currency’” had been “proposed to Emperor in
writing and orally™, but that he had that day heard that
the Ethiopian ruler was for the present “not prepared to
consider it”", The General Officer Commanding, who, us
we have seen, wus a strong protagonist of East Africin
currency, made a further plea for that money, arguing
that if it were introduced the proposed new pound *‘could
always be introduced later at a convenient time”, while
the East African notes withdrawn in exchange for the new
issue would “automatically provide sterling backing™ for
the latter,!™

The British Government, though still wedded to Rowe-
Dutton’s scheme, felt that it could not be imposed
against the wishes of the Ethiopian Government, with
which a treaty had in any case soon to be negotiated. On
June 13, Mason of the Foreign Office noted that it was
“not apparently proposed to press the original plan for an
Ethiopian currency based on sterling”. Commenting that
it would be necessary “to watch this”, he added:

“Sponer or later Ethiopia should have its own
currency, and even now, if the Emperor presses the
point with Sir P. Mitchell, T think it would be in
accordance with the tenor of our Cabinet policy
towards Ethiopia that we should give way™.
Emphasising the tactical advantages of doing so, he

added. it may prove — as has been foreshadowed - to be
the only way to prevent a demand by H.ILM. for a central
bank - and thar we must prevent if we possih'v can. [ am
not :liogether sure that we ought not to go o1 record with
other departments as holding these views — i we so hold
them™.

Another Foreign Office official, Bateman. on reading
the above lines, annotated them with the following
comment:

“The Treasury know that this means side tracking
the Emperor for the moment but they cannot help
themselves. Tt will be for Sir P. Mitchell to point out
and insist on the practical difficulties with the Emperor
and point out that all will come right in the end™ 1%
Initial discussions on the possibility of establishing an

Ethiopian currency based on sterling thus gave way to
breader talks on Anglo-Ethiopian relations. which took
pla e between the Emperor and Sir Philip Mitchell in the
last days of June.

APPENDIXN: THE FINANCIAL NEWS ARTICLE
The Financial News leading article of May 28, 1941,
which differed so significantly from official British policy
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towards Ethiopia, deserves quotation in extenso. [t
declared:
“Abyssinian Currency Problems

*‘The Government has acquired substantial amounts
of silver for the purpose of minting Maria Theresa
thalers for circulation in Ethiopia. From a political
point of view it is wise to reintroduce these coins, which
had always been the favourite means of payment in
Abyssinia. For five years the Abyssinians have had
Italian lire notes forced upon them by the oppressor,
Although in Addis Ababa, and in other garrison
towns, the population were not in a position to refuse
payment in lire notes, they avoided selling their goods
against them as far as possible. Silver coins smuggled
into the country during the Italian regime, commanded
a wide premium. and a regular traffic developed
through Aden and Jibouti. Abyssinian holders of lire
were prepared to rid themselves of these notes at almost
any price.

“Nothing could better help to consolidate the
prestige of the Emperor and his British Allies than the
restoration of the Maria Theresa thaler. The
population will greatly appreciate the re-appearance of
these coins, which will be one factor inducing them to
rally round the Emperor. Unanimous support from his
subjects will enable him to organise, with British aid,
the manpower of his country against the common foe
in Africa, and if necessary, in Asia.

““Fate of Lire Notes

“What will happen to the lirc notes put in
circulation by the [Italians? The amount must be
considerable, incomparably larger than in Libya. There
can be, of course, no question of exchanging them for
pound notes, since Abyssinia is not a territory under
British military occupation, but an independent
country liberated from her oppressors. She should have
a currency of her own, in addition to the Maria
Theresa thaler. The Bank of Ethiopia should resume its
functions, and issue Abyssinian notes. so as to
withdraw the hated lire notes from circulation. This
solution would be preferable to exchanging those lire
notes for silver coins which would be too costly.

“Under Italian rule the population had learned to
use notes to some extent. There is no reason why those
who accepted the notes of their oppressors should not
be prepared to exchange these notes for their own

national bank of issue. The lire notes withdrawn can be |

sold in Lisbon, and the proceeds will go some way to
provide funds for the purchase of silver™.!*

THE ANGLO-ETHIOPIAN AGREEMENT OF 1942
Sir Philip Mitchell's talks with Emperor Haile Selassie,
at the end of June, 1941, opened a new chapter in Anglo-
Ethiopian relations. The British negotiator made several
stiff demands, one of which was that the Emperor should
“agree to abide in all matters touching the government of
Ethiopia. by the advice of His Majesty’s Government™. In
return the British Government offered to provide
Ethiopia with various types of assistance, notably “funds
to establish the armed forces, administrative and other
services”, and *‘expert advisers for the Emperor™.1%%
The size of the proposed financial assistance, and the
mode of paving it, were the subject. as Rodd recalls, of
“considerable discussion in London™** The British

Government was strongly opposed to expenditure in
Maria Theresa dollars, which 1t considered a waste of
:ilver, and had been persuaded of the advantages of
making use of East African currency. The Government
thercfore decided, as a Treasury memorandum states, that
“subject tO detailed consideration . . . the financial
assistance to the Emperor should be paid through the
‘Addis Ababa branch of Barclays Bank, in East African
v, payments in bullion being avoided”. The term

u . .
a **in this context meant of course Maria Theresa

rrenc
1

The above decision had far _rc:iching implications in
that Rodd, the Controlilcr of Finance and Accounts for
Occupied Enemy Territory, _uscdln to dugnu_nd Icomrol
over the entire monetary situation in !;1!]:111'!1;1. The
aforementioned Treasury report, dl:a::u:.a:mg the impli-
cations of the decision to pay the subsidy in East African
e, declares:
" ing discussion of the consequences which
! from this ruling, Lord Rennell explained the

ditfin s which might arise and precautions which it
woule be necessary to take to overcome these. [t was
possible, indeed probable”, he said, “that the Emperor
would seek to convert a large part of his subsidy into
Maria Theresa dollars. If H.M.G. tried to meet the
resulting demand out of their own stocks of Maria
Theresa dollars (worth about £2,000,000) they would in
effect be paying the subsidy in nearly pure silver. If, on
iz other hand, they took no steps to control and
therefore let the demand take its course, the Emperor
would no doubt try to buy dollars in the open market,
and the doilar would rise to a premium over its
existing fixed rate, which would entirely upset the
nicely balanced structure of curreftics and iates
throughout the occupied territories in East Africa and
obviously embarrass the administration of those
territories”,

I 1sising this latter point, Rodd went on to urge,
according to the report, that:

*Al present the various currencies were convertible
into one another and there was an arrangement
between Barclays Bank and the Controller of Finance
for maintaining parities; there was nothing, therefore,
to prevent the Emperor from dealing in exchange if he
decided 1o do so; to safeguard the gencral exchange
nosition against such a danger it would be necessary to

some form of agreement with the Emperor
winiself, or to stop transfer of currencies from one
currency to another inside Ethiopia. The second course
was obviously undesirable and could only give rise to
difficulties, particularly for trading interests, mer-
chants, etc. It was therefore necessary to concentrate on
the first course and to consider the steps which must be
taken to preserve the existing currency position inside
Ethiopia, a line of action which was perfectly
ble since the Emperor had no currency of his
own and H.M.G. would in effect be claiming the right
10 take care of their currency™.

Turning to his own proposals to control the Ethiopian
financial situation, Rodd argued that the steps which the
British should take were:

*(1) To pay the Emperor an agreed proportion of his

subsidy in dollars and the rest in East African
currency (possibly in the ratio of one to three).
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*(2) To arrange with the Emperor in an appropriate
form that he would not ask, or attempt by devious
means to obtain, a great amount of dollars.

*(3) To arrange with the Emperor for the continued
use of East African currency as the main medium
of circulation in Ethiopia™.

Elaborating on the manner in which he wished the
above very considerable controls, to operate, Rodd
continued :

“In the event of these arrangements being made it
would be necessary for the Emperor to impose the
various controls (e.g. on exports and imports) which
are required to maintain the currency system. H.M.'s
Minister would have to guide the Emperor in these
matters and in turn be guided by the Controller of
Finance, who alone was conversant with the detailed
position throughout the whole of this block of
territory. Lord Rennell emphasised that, if he was to
undertake this task, it must be on the clear
understanding that the Emperor would accept his
rulings and that H.M."s Minister would be responsible
for seeing that this was so. Otherwise his (Lord
Rennell's) position would be impossible and the
desired end could not be attained”.

Rodd concluded this remarkable statement by
observing that as far as Maria Theresa dollars were
concerned “he had the necessary supplies of these but the
actual transportation of them to Addis Ababa would cost
money. He could not accept this cost as a charge against
0.E.T.A. funds, and assumed that the necessary provision
would be made from Foreign Office funds™.'*?

Rodd's proposals, which of course entailed a major
curtailment of Ethiopian sovercignty, at least in the
financial field, exercised a dominant influence on British
Government thinking at the time of the drafting, in
December, 1941, of the first Anglo-Ethiopian agreement.
A Treasury memorandum, of December 19, accepted all
Rodd's arguments and, actually employing several of the
controller’s phrases, declared:

“Since Ethiopia had no currency of its own and the
Emperor’s subsidy would fall to be paid partly in
bullion and partly in East African currency. it was
essential that the Emperor should be guided by the
representatizes of H.M.G. in matters relating both to
the circulation of currency inside his territory and to
the disposu! of subsidy receipts. Otherwise the nicely
balanced structure of currencies and rates througiiout
the occupicd territories would be completely upset”™.
Turning to the implementation of such an arrangement

the memorandum stated that “the Controller of Finance
and Accounts O.T.A. was responsible for the adminis-
tration in these matters and would have to ensure as far as
he could that no action was taken in Ethiopia which
would endanger the existing situation. This”, the
document continued, “would presumably entail the
making of special arrangements with the Emperor as
occasion arose over a wide range of subjects (e.g.
arrangements as to the division between Maria Theresa
dollars and East African currency of subsidy payments,
agreement that the Emperor would not attempt by
devious means to obtain a greater amount of dollars,
agreement as to the imposition of the necessary controls
in Ethiopia, etc.) which would, of course, be part of the
duties of H.M."s Minister; in such matters H.M.’s Minister




would be guided by the Controller of Finance and would

lend him all assistance in his power™,200

The above theses exercised a decisive influence on the
British Government, and found expression in the first
draft of the Anglo-Ethiopian agreement, which was then
about to be drawn up in London. The section on finance,
Article 1V, began with a paragraph on the proposed
British subsidy, and declared:

*His Majesty the Emperor, having intimated to the
Government of the United Kingdom that he will
require financial aid in order to re-cstablish hjs
administration, the Government of the United
Kingdom will grant to His Majesty the sum of
£1,500,000 during the first year and £1,000,000 during
the second year of the currency of this agreement. If
this agreement remains in force for a third year, the
Government of the United Kingdom agree o pay to
His Majesty the Emperor the sum of £500,000 in
respect of such third year, and if for a fourth vear, then
the sum of £250,000 shall be paid in respect of that
vear. Payments will be made in quarterly instalments in
advanee™,

The question of British control over currency was dealt
with in Article 1V (d) of the draft, which specified that “H
(is) M (ajesty’s) G (overnment) in the U.K. should be
consulted in all matters relating to currency in Ethiopia
and arrangements concerning it made only with their
concurrence’, 2%

The Emperor, when confronted with this text, not
surprisingly found that this article, as well as several
others outside the scope of the present study, conflicted
with his sovereignty, and therefore declared that he
wished to have it redrafied. He proposed that Article [V
(d) be amended to read:

“*All matters relating to currency in Ethiopia shall be
subject of consultation between the governments of
Ethiopia and the United Kingdom™ 2%

Firmly convinced as it was by Rodd's theses, the
British Treasury was, however, adamant. Refusing to
accept any modification of the original draft, it wrote to
the Foreign Office, on January 1, 1942, to declare:

“We in the Treasury attach importance to the
acceptance of this article as originally drafted, i.e. with
the provision that arrangements concerning currency
shall be made only with the concurrence of H.M.G.",
Emphasising this view, the Treasury bruskly continued:

“It seems to us that this is a point on which no
concession should be made and we hope that it will be
agreed to instruct Sir Philip Mitchell that the weakened
version suggested by the Emperor should not be
accepted. After all, unless and until the Emperor
institutes some currency of his own, the currency
which will circulate in Ethiopia is our currency and we
are entitled to sce that it is not abused™ 203
The Foreign Office accepted the Treasury's arguments,

and on January 4, Mackereth accordingly noted:

“Article IV (d) about currency must stand. The
Treasury insists, quite rightly, that H.M. Government
must retain their right to concur in currency changes
because of possible repercussions on East African
currencies™,

A few days later, on January 7, the Foreign Office
official wrote in a memorandum referring to the
Emperor’s counter proposals for Article IV (d):
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“Disagree, because at this stage Ethiopian and East

African currencies are interlocked™ 20

In a subsequent memorandum he observed, *“there is
little doubt that mere consultation would not meet our
needs, Sir P, Mitchell should be instructed in this sense
and told to explain to the Emperor the need for H.M.
Government's concurrence about changes in currency™,

The Foreign Office thereupon despatched an emphatic
telegram to Sir Philip in Nairobi, stating:

“Article four (d) currency. The draft must stand
unchanged™ 2%

Sir Philip, on learning of this decision, duly informed
the Emperor of British insistence on the right of veto on
Ethiopian currency policy, which was therefore legalised
by the treaty which the Ethiopian sovereign had no
option but to sign on January 31, 1942, Article IV (d) in
its final form therefore declared:

“In order to facilitate the absorption into Ethiopian
cconomy of the funds to be provided under paragraph
(1) above (i.c. the paragraph dealing with subsidy
payments), and 1o promote the early resumption of
trade between Ethiopia and the surrounding territories,
His Majesty the Emperor agrees that in all matters
relating to currency in Ethiopia, the Government of the
United Kingdom shall be consulted and that
arrangements concerning it shall be made only with the
concurrence of that Government”,

Against this remarkable infringement of Ethiopian
sovereignty there was, for the time being at least, no
escape or appeal, though the agreement was couched
exclusively in terms of co-operation, Article 4 (c) for
example declaring “His Majesty the Emperor agrees that
there shall be the closest co-operation between the
Ethiopian authorities and his British advisers™ 207

ANGLO-ETHIOPIAN CURRENCY TALKS, 1942
The Anglo-Ethiopian treaty of 1942, opened a new
phase in Ethiopia’s post-war monetary history, The
agreement, it will be recalled, made no mention of the
currency in which the subsidy was to be made, but the
British from the outset envisaged paving it mainly in East
African currency. This was clearly stated by C, E, Key of
the War Office, who wrote to Rowe-Dutton of the
Treasu'y, on January 16, to say:
*“There is no specific provision in the agreement as to

the currency in which the subsidy should be paid, and I
think our idea has been that Rennell and the Financial
Adviser to the Emperor should endeavour to persuade
the Emperor to use to the utmost the banking facilities
afforded by Barclays, and thus reduce his cash
requirements, and that they should also endeavour to
get the Emperor to take such sums as are necessary for
him to draw in cash in East African notes”,

Recognising the need to allow the Emperor a minimum
of thalers the letter added, **we have realised that a certain
amount will have to be paid in M.T. dollars, but had it in
mind to rely on Rennell to reduce the amount to a
minimum™.2°% British policy was thus firmly set against
the Maria Theresa dollar, and in favour of East African
currency.

The signing of the treaty was followed by detailed
financial conversations in Addis Ababa, between Rodd
and the Emperor. Despite the latter’s earlier opposition to
certain articles in the agreement of January, 1942,

|

sati ere said to have been cordial. The
;1?;02; F‘;:;ncc and Accounts tc;egraphcd to rthc
C?mrf)fﬁcc on February 4, that “during thq last _et
wer, he had held “several long conversations witl
st r on economic and financial matters”, and found
Empcﬁrfhiopian ruler *“most friendly a_md cnchIy
ue able”, having “‘expressed appreciation 1:91' what
"as‘?T -ady’bccn done in rehabilitating country™.
ha'drld rtmz;st important part of the talks, from the British
2 f view, centred on Rowe-Dutton’s afore-
oy m?r:d plan for an Ethiopian currency linked t-:z
m::nflc with which Rodd had of course been long
?ligi?il;;; In his telegram of February 4, he enthusiastic-
a ¥ ‘
ally E?I\)?r]l'fi.convcrs;ninn. he i.c. the I:‘,Imperor‘ r;{tsed
: m;.of future currency of Ethiopia. .I explumf:tll
vy not possible hitherto create new curr:l:r;:.g,{
oo/ ising in particular difficulties of physica
. .I;-n-;:s well as administrative question involved.
| -i.}ror asked that something should now be cl](;agc
ven if delay was considerable before currency cou c
L“:[ ared. He asked my advice, which I gave personally,
E:;gmmc.nding complete divorce from silver dollar. l;lc
agreed. 1 described various types of currency [posstb e.
He asked my pcrsonal‘ recommendation. m:grs;.
mended creation, Ethiopian pound, same value aIs e
African, with main divisionary unit, agpfnxlmatcr }coin
shilling, emphasising necessity avoiding :miFl ool
similar size and value to dollar. Emperor gn )
expressing personal preference for pound coxis_zgu g o
1,000 parts rather than 2,000, as in East 5 rn":ia::’ £
sﬁilling unit. I am inclined to recommend this, aEasgt
regard heavy cost creation coin as small as one At
African cent. Emperorlc;pressqd conculrrcEc]e! cian
equivalent to one shilling with local Ethiop
nomenclature, and suggested n_lckel eo_mpuszlmn,d ;
“Emperor then asked how issue might be ma _i. :
explained all common methods whereupon he as c’
which 1 personally recommended. I said cu;rﬁncyl
board. He agreed without any dcmur: :mg \a{l_ g:e
raising question of creating of state bank or! EITII.d :s.t ;
of notes. He asked where currency board wou si v
said probably London for present, b;:l ‘st': Lal
composition of boxard was more important than actu
ﬁaﬁu?’\!\ho had of course no interest in what T&a?dh%st
for Ethiopia, was so convinced that he had persu.ld;' tthg
Emperor of the advantages of the TI?:!SI_]‘[}' plaln_ t1 .‘this
urged the War Office to tie the Ethiopian ruler to .
before he could receive any other advice. Referring to the
lared : .
Empﬁx;ﬂ.hicngriied recommend if possible ;n}'acetd OE
lines indicated before he receives ad.f'lce on lines whic
ight be less commendable to you™,
gdgding a final suggestion, Rgdd reppned that ﬂ‘l;:f
Emperor had spoken “repeatedly in a‘ichuorfatc tcrnll_sh
Sir Bertram Hornsby™, a former British Governor ‘°~hlhe
National Bank of Egypt (see Appendix) from whic 4 he
deduced that he would “'probably \;elcogﬂcn . Homsby’s
i ion on the proposed currency board.**
msll‘femwur Ofﬁc?:. E‘eH pleased with Rodd’s app.jlrcgt
success, at once telegraphed back, on February 17,
gay .
m'\lqgcl‘ongrululution on suceess in leading Emperor on

conver:

questi
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lines suggested”. - _

Turning to the official British attitude to the currency
question, and the manner in which negotiations with the
Emperor should be carried out, the War Office explained
that the British Govcmmcm‘s_Eth:op.m currency sub-
committee had “considered various matters” which must
“necessarily precede” the introduction of a new currency
and the establishment of a currency board. “Concrete
suggestions”, it added, would be “sent shortly™, In the
meantime Rodd was empowered, if he ‘f.houghi it
desirable, to transmit a “personal message™ from Sir

Bertram Hornsby, that “he greatly appreciates i:.l_npcmr_s

kind references, and that if Emperor should so wish, he is

prepared to take active part in preparatory measures for
selting up new currcncy"uud eventually to become

member of currency board™. O
On the question of lgﬁ currency proposals themselves,
= W ice declared:

> \‘F?I‘:rngrxlf]%cdﬁse to warn Emperor that limcl needed
for manufacture and transport must mean considerable
interval before any scheme can become effective.

“*We foresee that exchange relationship betw cen new
currency and M.T. dollars will be major problem™.
The War Office concluded its telegram by referring ,m

the Anglo-Ethiopian Treaty, and' to the powers %:jqr

finance which it had given to the British Minister in Addis
laring: !

Aba?':}:'ldtciew ogt‘ changed relationship subsequent to
agreement, you should be careful that H.M. Minister
participate in all discussion these and other mattcrs_.l
The new currency is not likely to be mt'rqduced _';.llntl]l
after transitional period when H.M. Minister will be
primarily responsible. It is therefore proposed to
conduct all oﬁic(i:;léi curgfgpondcncc on the subject

Foreign ce’. . . .
'[}zll:eo li:gﬁreign (%Iﬁcc was also very satisfied ‘wnh wha} ]rll
considered the favourable outcome of Rodd’s talks wit
the Emperor, and telegraphed to the British Minister in

Addis Ababa, Robert Howe, on February 18, mstgur:l:u:g.

him, if possible, to ﬁnal'gse currency matters w‘xﬁ the

Emperor before he had IllrncIl-:) cons‘;delrd(:éf&cr schemes.

= asising this point the telegram decl: 0,

Emp‘}-‘l:\!"::sﬁﬁl::omﬁinc developed and are anxious llhgt
you should confirm Emperor therein at ear_h'c;_t
opportunity so as to prevent less desirable a]tcrnamc;_.

For your information, Financial Ncws reports rumoqrr
of a new central bank under leadership of Collier

‘hich we should deplore™. .

E:;:lcitr, it should bpe noted, was the former BJ.'H:IS!I
manager of the Bank of Ethuzogga, and klr::yewn to have
steadfastly loyal to the Ethiopian cause.
bef*?s for the sp?:rciﬁi proposals, to be put to the Em%cm:i
the Foreign Office now revealed that they should ble fas-.'
on a remarkably great degree of British control, for it
dccm“r;‘lleasc inform Emperor . . . that after very full'
consideration, we are convinced that fi mum.-fl.mcgi";
should not be related to M.T. dollu_r, or to si }:r, gt
should be based on sterling. We envisage an El‘llm%’mwl

pound equivalent to pound sterling, but w“h'mlldﬁbe e

subsidiary coins, of which the principal wou E

metal shilling.

“We suggest a currency
sitting in London, of whom on

board of three members,
& would normally be the
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Ethiopian Minister, and two others appointed by the
Emperor, on the nomination of the Treasury and the
Bank of England respectively. Sir Bertram Hornsby
would be willing to accept one of these nominations.

“Board would be responsible for manufacture and
issue of currency, and for its management, so as to
ensure stability in terms of sterling.

“Notes would be issued in Addis Ababa, against
payment in existing currencies, other than lire or M.T.
dollars, or sterling. Board would not themselves accept
M.T. dollars, but they could be exchanged for new
currency, through banks and exchange dealers. Full

date. During the discussion H.I.M, emphasised the
importance of issuing Ethiopian currency, at carly
date. He pointed out that the future of the lira is
uncertain. He also pointed out that a shortage of token
money will seriously affect the economic life of the
people.

“Lord Rennell, for his part, promised to com.
municate with financial centre in London, to arrange
for financing the backing of the new Ethiopian
currency. He also promised His Imperial Majesty, to
submit a scheme for the establishment of the currency
board, mentioned during the conversation . . . Should

reserve against notes and coin issued would be held in
sterling cash or securities, to ensure convertibility of
currency. Notes ought to be equivalent to one pound,
quarter and half pounds and 5, 10 and 50 pounds™,
On the possible design of the notes, the Foreign Office
declared that the plates of the former Bank of Ethiopia
currency were still in existence, and could be used, with
suitable change in wording, and enquired, “would this
commend itself to Emperor? If not, we should like his
suggestions in order (o prepure specimen designs to be
flown out for his approval”. As for the coins, they would
probably be one, two, 10 and 30 mils, the latter being
equal to a shilling. The Emperor’s idea of nickel coins
scemed, however, impractical, for, the telegram ex-
plained, “nickel is at present not available for coinage
purposes, but exact composition and design of coins
would be for board to propose for Emperor’s approval”,
Explaining that a draft of the Currency Board Law,
which was being sent to the British Minister, by
diplomatic bag, would “make clear many points of
detail” the Foreign Office concluded by stating, “‘we
should like to get Emperor’s firm agreement in principle
+ . He no doubt realises that some delay in getting
production of currency after designs have been settled is
inevitable; the quicker we get agreement in principle the
better".211
Rodd’s conversations with the Emperor had meanwhile
also evoked very considerable interest on the part of the
Emperor and the Ethiopian Government. Lij Yilma
Deressa, Director-General in the Ministry of Finance,
accordingly wrote on March 9, to the Emperor’s
Financial Adviser, Colonel F. Stafford, one of the
British advisers appointed on the basis of the Anglo-
Ethiopian Agreemen:. requesting him to forward Rodd a
letter urging immediate action on the lines discussed with
the Emperor. In his covering letter, Yilma Deressa
referred to the British official’s conversation with the
Ethiopian ruler, and declared: ’
“During his last visit, Lord Rennell Rodd discussed
with His Imperial Majesty, regarding the future
Ethiopian currency. At the last audience a decision was
taken regarding the issue of Ethiopian paper currency,
and also of token money. His Majesty was advised that
the issue of Ethiopian pound, divided in 1,000 parts will
be the most convenient form of money. To issue this
currency it was proposed that a currency board should
be set up, as an alternative to treasury or central bank
issue. The power of the board of issue, and its
composition is to be defined by means of legislation.
“*His Majesty agreed to the scheme, but wished that
the scheme be carried through at the earliest possible
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the question of the major currency be settled it may be
possible to mint locally the subsidiary money, even
before it is possible to get the paper currency from the
press, Perhaps it would be better if we could have 2
lengthy discussion on the subject.

*“In the meantime I will be very grateful if you could
get in touch with Lord Rennell Rodd, to enquire what
has been done so far, and urge for speedy
settlement™ 212
Yilma Deressa’s letter to Rodd, which was also dated

March 9, was addressed to the British  Political
Headquarters, in Nairobi, declared :

I have been instructed by H.I.M. the Emperor, to
call your attention to the question of the future
Ethiopian currency, which formed a subject of
conversation between H.LM. and your Lordship, at
your last audience, during your Lordship’s sojourn, at
Addis Ababa,

“H.LM. is anxious to know what steps had been
taken to secure the reserve fund for the establishment
of the currency board, which you suggested to him.
Your Lordship will remember that during the

conversation, His Majesty called your attention that
the future of the lira is uncertain, and thar a speedy
settlement of monetary question is imperative,

“As your Lordship pointed out, it will take some
time to get the paper currency from the press, even
after the question of policy has been settled. It will be
very much appreciated if H.I.M. is informed of how
far the question has been forward,

"I take the opportunity to renew to your Lordship
the expression of my high consideration™, 213
Stafford, who had already been cu ssing the idea of a

currency board, situated in London. forwarded the above
letter to Nairobi, as requested, with a covering letter,
dated, March 11, in which he expressed ignorance of the
carlier talks between the Emperor and the British
Controller of Finance and Accounts, but placed on
record his full support for the currency board system,
declaring:
“I have, at various times, explained the details of a
currency board system, in writing and orally, and will
continue to give all information in my possession
regarding such a system. 1 have, however, no
knowledge of the conversation with Brigadier Lord
Rennell, and cannot add anything to His Imperial
Majesty’s information of this subject”,
On Yilma Deressa’s reference to the possibility of
minting subsidiary coins locally, he observed:
“The suggestion that currency should be minted
locally has its origin in the belief that the old Ethiopian

s still capable of producing coin; this is entirely
L:\ s:igdfn my op?nion, it will be 1m_pracllcnb1e -
z ble — to take such action which would, of
tirely unsuitable for the suggested new

mint
mista |
if not impossi
course, be €n
currency

Stafford also wrote to Howe, on March 12, to inform

him that the British currency proposals seemed likely to
i :
be acceple

re Ethiopian Government. He declared:
.-\'oud\\?ﬁ :Icc S thp;n H.L.M. has already ac‘cqlnf:fi
= ~rinciple of an Ethiopian currency, co_nlro]lgd by a
urrency board, linked to the pound sterling . .. .
“1 so far, therefore, as the general principles of 1.11,'
: set out in the telegram, are concerned, it may
: already accepted

o

E?::ﬁrncd that the Emperor has
!1!;‘“ Financial Adviser, however, also drew the British
Mi e ttention to “one or two points wh_l_ch call for
: o The “most important” was that of “providing
or the interim period”. The problem, he
" .d, was that “the major part” of the currency ih\m}
ILn“cirL:ululion in Ethiopia. consisted of &juri:}bTh;‘rLlsl.:
dollars and “‘the normal mgthod of bnpgmg abou Il‘:;
change would be to call in ll_x_c cxisting cﬂrr{c]r:‘c;\r:l-
exchange for the new currency™. The Britis :EINT.
ment’s plan, which envisaged the issue of notes agM T
payment in existing currencies, ol:n:er ghanl‘hre Icnr ks
dollars”, had, however, *debarred” this, with t Jedrcsu
that either “the new currency will be introduce vlerg;_
slowly, after calling in the comparatively small :Lm?lm;. ; r(l)
Fast African currency available for exchange, or tha ml;
Ethiopian Government must make some _ana?lgcmf: e
for calling in the M.T. dollars, and turn'lngdt flm ";or
sterling”". This could only be done by selling do h:j.rs far
the silver content, wlhlcl} would involve the Ethiopia
ities in “*some loss™. ;
am{t;l)(:]lll::: ;l)r;ob!em lay in the “lurningofdollars;fll]:o ne}:v
metal currency”, for, he declared, it seems tc‘m-.z at lC(E
refusal of the board to accept d_oll:lrs‘, c1therh.1§“f:fl:|rr?::l. ¥
or silver, will surround the question ““th muc If][w- Y
Such matters, “although important”, were, he ‘f l sure,
merely ““details which can be left for I'ulurn.:._c.uns;g‘.;:xttlﬁf:;
What it is important to sww'_‘. he added, "is 1 think, the
whatever necessary finance is necessary for the interim
period will be made readily available for t_hc Emper-.-r‘;n‘
a reasonable rate. If an assurance to !hls effect cun be
1. the Emperor’s doubts on this score will be
ived, and the details can be left for later Scttlcr.‘-_—n.u .
Coming to the details pféhc I]Jro;:lrgscliier.i:f:;cln(f‘_\].muu.
and to the Emperor’s attitude thereto, he we 1
o “The suggI:;Iion that it may be posmblc_lo use lhﬁ
existing plates of the former Ethiopian bank-notes %l .
do much to commend the project to the Empero_r. e
Emperor’s urgent requirement is now, and has _i?:._‘g.;:
throughout, to replace the lire small change, whic
with the E.A. cent (little used) is the oqu small ch:}ng:]:
available in Ethiopia, by coins of his own. Th:(s;.
suggest, should be emphasised in the reply you sen t({
London, with advice that recommendations for .lht.
composition and designs of the subsidiary coinage
should be prepared and sent out for the Emperor's
approval with the least possible delay”. -
With regard to the British Government's esrri.._.t‘a
climinate the silver dollar, the Financial Adviser
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declared that this was “something that must be tackled
very warily”, and added: “The dollar is a very long
established and cherished institution in Ethiopia, and any
attempt to eliminate it by overt means would lead 1o
suspicion. It will have to remain legal 1cn'dcrl for some
time, and I personally have a feeling that it Iu-oulvd bea
good move to revalue it to make it worth two shillings,
and thereby make it a fixed fraction of the pound, as long
i ins legal tender™’.
® .:\tsrel!c?? "t‘lslce%)roposcd new currency there was, ' Illc
observed, “‘no reason why a local name should not ta (:
the place of *pound’, although a paper “Haile” might no

be immediately popular”.

The Financial Adviser also informed the Minister that
1e proposed to talk to Yilma Deressa, as the latter had

suggested, and added, “when doing so | shali_cndcavqur
10 disabuse him of the suggestion that it is possible 1o mint
coins locally™.

5 arising his ideas, Stafford concluded:

Sunz::; erhcgEmpcrnr is already in favour qu the

currency board system, with currency linked to

DI"'I'}Ibn)g‘!-lc should be given an undertaking that the

finance required for the i_mmduclicm ofa new currcn:j.-y

will be readily forthcoming for reasonable rates, an ,
*(c) His urgent requirement Is for his q:ln'

divisionary coinage, and nothing would _more rapi :;_

clinch his ngreemcml lt_ham tl}f pl:;se’n:.lastmn to him o

igns and proposal for such coins”.®* .
doe:llggcseipt o? 1h]i}:Ietter, the British Minister obtained
an audience with the Emperor, on March_ 14. choqtmg
on the ensuing discussion, and alluding to Ylln]:a

Deressa’s already cited letters, he telegraphed to the

i ffice:

Forc‘a‘g[n]gve discussed with Staf(ford) and 1 saw the
Emperor, on March 14, when I left with His Majcstyl
memorandum setting out future schemes of currency
for Ethiopia. His Majesty promised me a reply very
;%Tl?ld-ing a note of caution, which had been murﬁcdll_v

absence from Rodd‘s_lrcpol_;t of Fc]b:::?;\ 4, Howe

H hat despite Yilma Deressa’s letters:
dcc{‘{‘rf‘ir:'l :thOII.FT.::])‘ certain that the Emperor is nol_ yet
definitely in agreement at ol points with the s_c_hl:m-, e
and it would be advisable to await Emperor’s reply to
r memorandum®. oL

gé‘p?:;ing on the Finuncial Advisor’s views, he
mmtpélgljo'nct Staff. however considers Emperor is
already in favour of currency ho_:nd system, qu}
currency linked to sterling, and thatin so fa}‘ as gcngm
principies are concerned, Emperor may be assumI:: Eg
have accepted them. He considers the Emperor sl ouh
be given an undertaking that finances required in t !c
introduction of the new currency will be rapidly
forthcoming, at reasonable rates. Emperor’s urgen[}
requirement is for his own divisionary coinage, an
nothing would more rapidly clinch hafmam{)u‘:
agreement than being presented with designs an
or such coins. . .
pr&?ﬂ}ﬂ:s{ian that currency should be minted Icpallli,\s
has its origin in the belief that the old Ethlopnap nt-;::ls s
still capable of producing coin. Colonel S. says 5



an entirely mistaken belief", 28
Th : !
Empv:or:%?; Howe had thus expressed uncertainty as to th
EfreoL Gr-nancmry intentions, it is clear that :Ic-
i)k o;crpmcn: Wwas now envisaging the int "
due post-w'a decimal currency based on centimes Tr}o-
L i gr issue of Ethiopian postage stamps, whi ];
hachy Sudiuf%dneg the Director of Posts and 'lglégral;‘}:is
| . vernment, in the sprin e
ﬂré?::ﬂ :lg :hrc India Sccur_ity Press, isnplndgiao{vi[tgzl it b
indi 0\’crpr?nl:§lil:1c'l h?:ué Ié was signiﬁcanl‘ that illl ir;{
ater overy udan with values in “Ethiopian
: Y C5 1 H
:;nslg;:::m t;’\ :.?cund order, sent to India f; ror:: K]ii[-:?tophm
e ui;]r”{?e, ‘It‘)t-%!‘ srl:_cciﬁcd that such v;xluc; q}:joltjl;:j
¢ stamps from the start. The stamps
i : : rt. The st 'Te
‘]::I“?T?c]s;:l;.not: M‘m.'lh 23, 1942, and caused .S“.:;ntilgrph oy
S e l :c_}?.f.ﬁ{?pmu Star that they were "mauk“-n in
. :?u n centimes”, ceven though these were s Ld'm
ol :}rcﬂt:y. and had therefore to be bought ot
rcmurk:d moncy. Turning to the !'ulun:g h m_.mhu.'
dollar wii] 1tis possible that in the future di;'isioen !.‘fgﬂ'\
The British Mo soh currency”#1s e
¢ British } inister’s suspicions as ) i
;:;i%:cn:fn over the Bri tish G0\'crnmentt‘l:cltrllrcrc?:pgr?r i
nwmomng]::ﬁho“w?n increasing, the more so as fi or\]\d.lzd
o dom remained unanswered for well ov -
ey mn :h ::l;lg_ June, when the Ethiopian Gi)rw::na
i i :
prt_lr;I:l]osaIs. nister a long reply with counter
€s¢ counter proposal
P it posals, as Howe repo i
b ftl:.a lin}g 0:1;1 JaI:n‘:: 11, began in the moslcon?i)]i;ggy :: a
e i o subject to what follows, His Maiest i
ol il opt Currency Board's monetary systJ i
e il wanggour tc_]'egrflms . .. and desires to eimécas
R et is Majesty’s Government”, The delp n
apprccial%f:m :i;yrer::]y agdlf'd' gkl Ia;g :}
e Ethiopi
i 1 pian Governm
5 %h:;cl); %f:hc question, but to the necessity f'glr-nf‘ l(I)r o
L E%ht' of local conditions™, a4
lopian Government"
b OV s reply then
bo;:janscifog:‘dthc British plan. On the praptc;]sr:ﬂctjh::? :{:e
it i 1‘1;::‘_.-_1 in London, the Ethiopian me :
e alr'c”. His Imperial Majesty realises thal:]ln—
Kiaadam ‘hutd events the Board must sit in the Unit S
e rig]v:;ould prefer it to sit in Ethiopia ftrfd
TG to reopen the question of location
On the Board's
b proposed co “thiopi
§ ] | composition, the E
mg TI:':.b:Irl;EFd (lihat 1t comprised “a majorittl;'t f.]r:r! hlliopl'm
Tnend an tlf‘:::t the only Ethiopian” would * e
‘!1]‘_:!); cﬂen , and commented: e
. is Majesty suggests that {
t the B
Lr;c:;:tsg]d m five; the fourth member t%alr)(: :gm}k! u
s l;'an]?"uiimr of the Ethiopian State Bank rgm.ncq
fhat bank is formed, by the Minister of Finance. The
Py ;n_;,«b:?&;rédepepdent authority such as tl::
ador in Lond E
members to be g e
i ¢ acceptable to His Majesty’s Govcr::
The Ethiopian G
. r overnment then
Lr:(;:}lf_rlam question of the need of Bt:ltm?:d SR
nég. and observed: P el
“Study of proposed a
] ropo rrangements indi
apart from the initial cost of printing, Tg:gﬁw\fﬂ;h&t
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ller of Finance and Accounts abur}doned hi_s
original optimism, and laEE:r angrily complained that it
s “‘common knowledge’ that the Emperor had been
advised both before and after the Anglo-Ethiopian
agreement “to divorce the economy of Ethiopia from a
Silver currency with its_attendant fluctuations”, and
Ethiopians had been given “'the

2 rably added that the : :
irrl Jnity of continuing to popularise the East African

found from i

" its revenues, oth

K f . » Other expenses falli

E ;t‘:;og;agnGmernmcm will be slli’ghl, and I::‘ %r?l? e
i c'an:-lm:e reserve fund., Ethiopian Governmﬂm
Ethiono érmzmon that such would be the case as fl:u
oy substanl?:ﬁcr]lllltcn:" could not at this stage dcvo::
s part of its reserves or credits to thjg

Contro

The reply : .
should 11?: ’reﬁ'fi'm'f:.fﬁj that the proposed note issug oppor
partially based on gold .“Sl‘lv‘stcrhng. but should also be currency which had been introduced into Ethiopia by the
it declared, “sterline .C'mn ing to abnormal conditions™ Griuish armed forces, but p.[cfgrred 1o return to the use of
currency reserve. Ethiopi: O‘g“- wholly relied upon a5 the Maria Theresa dollars 2
gradual operations of ‘I an Government would prefer Appendix: Note on Sir Bertram Hornshy
5 of conversion of say 30 per cent of Sir Bertram Hornsby. the man discussed for the
rrency board, was a former Governor of the

reserve o iR
gold. Ethiopia could produce some or all of this Ethiopiin cu
National Bank of Egypt. His daughter,

ﬁt:‘ils'd?hurselﬂ Would His Majesty’s Government agree to British-run
_On the question of the Mari Margaret Waterfield, in a private letter to the present
Ethiopian Governme 1",- Taria Theresa dollar, the quthor, s1ates that her father travelled to Ethiopia in 1907,
ent urged A PNational  Bank of Egypt, bringing “large
He became

a0 s the need for :
dccommodation wi i or a temporary
ith this money, and declared, "[;‘[jmﬂ cuantities of Maria Theresa dollars™.

nation of M. T, e L
be difficult. l—{sg:{hghb“]“]' Oy to currency conditions Governor of the Bank in 1921, and remained in the
holding medium of cxcc]a- lowed to continue function of position wntil 1931, In 1930, he was involved in the
tender medium 15 2 .'__‘.‘"g" until such time as legal purchase of gold chairs for Emperor Haile Selassie’s
!:xpiaining that tf{c llmlng At out of circulation™ coronation, and saw the Emperor on “one or itwo
;Dmport and export of :\fﬁnc"rﬁgf gr(;ihibition on the occasions™ during the latter's exile in London.
¢ mai 2 " i a dollars wi .
NSU|a:11iI:J1:|m]I'(1)L;dt}’1 the note added that :he“ O]'!L:‘Iodpo];:[; BRITISH ACTION AGAINST THE MARIA THERESA
shiotld therelons l':e sontrol of currency in Ethiopia” DOLLAR, 1942
issued by the GavcrnnTc?[d.ed E‘G apply only to cumnc): dst of the negotiations over the proposed new
The memorandum went in Ethiopia. rrency, the British military authorities,
new currency unit shouf:j} “bto declare that the proposed decided on taking unilateral action against the Maria
pound, the half unit as Eku/ ¢ known as Ya Ethiopia Theresa dollar. On June 25, 1942, the Nairobi branch of
pound, that the smallest u ¥ ,pi“”d- and the quarter as Rub | Barclays Bank informed the Addis Ababa branch that it
and that designs for IEI should be 1/1,000 of a pound, had learnt from Lord Rennell, the Controller of Finance
forwarded to London shc IIl?lcs and coins would i and Accounts, Occupied Enemy Territory, that the
ment concluded its mcmgrf ¥ d The Ethiopian Govern- British military administr‘anun_h:ld cancelled its under-
informed of the “views of ;I‘?“ um by requesting to be t2king *“to keep us supplied with dollas currency”, but
these proposals” is Majesty's Government on were “prepared that we should be given a definite
After prescmi'ng the Ethiopi undertaking that we should be supplied with all our needs
Minister informed the Fo thiopian reply the British of E.A. currency”.2* This action caused Barclays much
randum had been drafi .drc;gn Office that the memo- concern, and prompted the Nairobi Manager to protest:
British Financial i‘\d\'iur"\\-h u}rl the Ethiopians by the “In view of the fact that we went to Ethiopia at the
to persuade them *“to reduc “h"}d_hadu"hurd struggle” request of the British authorities, we feel we are
which, Howe observe.. 'jcc [ 3" ideas to present form” entitled to ask these authorities 1o ensure that
unreasonable”. He lld:-::.-d I?I-Ilcl .to. him “'not altogether continued supplies of the currency which they have
instructions” from 1he hat he would “be gratcful for declared to be legal tender should be kept available to
meantime was stressine | Forcign Office, and in the
1 to the Ethiopian Government the after suspending the supply of Maria
the British military authorities an-
nounced, on July 1, that they had decided to unpeg this

“ur s
gency of preparation of désigns [o¢ coine and
currency from sterling, and were transferring their dollar

nmcs"‘:m
The Foreign Office, which seems to have been take 4
n A
reserve from Addis Ababa to Harar, i.c. an ared under
British military control.

aba FR
Pm;];s:]a}g t;n:s]f;:lé“ﬂ;ms temerity at questioning its
Rodd, wh'o telegrapl b C(pr-m‘ Howe's telegram to

graphed back briefly: “I have no (repeat This action, the Emperor's Financial Advisor, Colonel

Stafford, complained, was taken “without consultation or

warning”, and despite protests by both the Ethiopian

noj co " axe .
Svanages of & poniat pae ponc o the section on he
T al go acki
Ethiopian currency, on which hucklélg}fm: the proposed : “
eclared: *1 am not Government and Barclays Bank, which was “put to
considerable difficulty”. The transfer of the reserve. he
adds, produced a “troublesome situation™, which

gi’crar;:?(:"v\El?ilfhmssgfm;dwn be operated in respect of a
- ould be frecly exchangeable with

“deteriorated steadily” throughout the last quarter of
1942, The opening of the exporting season, he says, “led

sterling currencies™ 20
to a heavy demand” for Maria Theresa dollars, which

By the su

summer of 1942, it w;

financial discuss; 2, 1t was thus clear th:
ancial discussions begun by Rodd carly in the \t::;: I:I:c‘;

3 3 i 1

remained “the only currency acceptable to the Ethiopian

peasant”, but, because of the removal of the reserve, “the

In the mi
Ethiopian cu

{-Ijn'l‘y a few days
Theresa dollars,

ol

failed to achie the co 2 m L
hieve h spé dy a reement which he had
anticipated, Irritated by the failure o }\IJS p].xIIS, the
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Ethiopian financial authorities had no fund with which to

k

13
th

td

€cp
rapidly, forcing t
to 8:50 to £1 in Dec
was detrimental to tra
that it was “a situatio
“unless the dollar rate impr
internal prices will
exports of those commo
pric

in world markets, notably i
admits that there was

silver coinage to seep out
current use —including, in
Claiming that the British m:
stop as much outflow (of dol
Controller of Finance
know of no machinery,
other Middle Eastern countr,
an outflow to satisfy this
Theresa dollars supplied for Ethiop
would have been the drain of this currenc
Ethiopia'.=**
Despite the r
military
African currency
period, enabling
African shilling came into u
Ethiopia and also throughou
and to add:

e ceilings™. 5
The above observations W
Emperor’s Commercial Adviser, A.
complained that the B
the silver dollar reserve
Barclays Bank to maintain 1
and that this “undermined cor
because the bank
against shillings
the British military administrd
from ls. 103d. to 2/6d. and

The sharp rise in the
it must be admitted, w
Ethiopia, butalso to a
East, on account of the unsta
situation of the time. Bethell ex
in Egypt
and that “*smuggling of dollars out 0
followed™ with the result that
rise to parity of its e
though reluctant to a
threatened, remarks
Ethiopia rose on account of

the market stable, and speculation developed
he rate up from 10-66 in early October,
ember”.?* The high price of thalers
de, the Financial Adviser observing
n which cannot continue™, for
oves, the effect of unduly high
inevitably be reflected in a fall in
dities subject to United Nations’
ere largely confirmed by the
D. Bethell, who
ritish military authorities withdrew
“which alone had enabled
he official rate of 1/104d.",
Vfidence in the shilling.
could no longer sell M.T. dollars
¢ The upshot, as Rodd notes, was that
\tion raised the thaler’s rate
later to 3s.
wlue of the Maria Theresa dollar,
4s not only due to conditions in
demand for hoardingin the Middle
ble political and military
plains that British defeats
“created a panic for silver outside Ethiopia’,
f Ethiopia inevitably
“the M.T. dollar had to
xternal value as silver”, while Rodd,
dmit that confidence in Britain was
that the value of the thaler in
“the rise in the price of silver
in Bombay”. He nevertheless

“a tendency, on account of
d other Red Sea areas, for

hoarding demand in Egypt, an F

of any areas in which it was in
addition to Ethiopia, Aden”. 7
ilitary administration tried “to
lars) as possible” the
and Accounts nevertheless adds: 1
whether in Ethiopia or in any
v which could have stopped
demand. The more Maria
jan use, the greater
y o ut of

ise in the value of the thaler, the British
administration’s  efforts to popularise East
seem to have gained some success in this

Rodd later to claim that “the East
se in the urban centres of
{ Eritrea and Somaliland™.

uther to the surprise of everyonc¢
population, in all the urban
t British East African currency
British troops. The steps which
had been taken 1o provision Addis Ababa with a
substantial Maria Theresa dollar reserve, in addition 1o
what was brought in by the army paymasiers (and
scarcely used by them) and an avowed willingness on
the part of the British Military Administration to
exchange East African currency for Maria Theresa

“In Ethiopia r¢
concerned, the native
centres, began 1o accep
from the first arrival of



dollars and vice versa, led to marked preference on the

Part of the merchants for the former™, 220

Notwithstanding such acceptance of East African
currency, particularly among the trading community, jt
should be noted that this money gained very limited
circulation in Ethiopia at large, and, as a subsequent
State Bank of Ethiopia report notes, was “generally
speaking, confined to the towns and their immediate
surroundings"’, 20

THE ETHIOPIAN GOVERNMENT’S CONTINUING
SUPPORT FOR THE MARIA THERESA DOLLAR,
1942

Notwithstanding British opposition
Theresa dollar, the Ethiopian Government continued 1o
make extensive use of this money, which it regarded as
still the basic curreney of the realm, It was in this respect
significant that the deécree cstablishing the State Bank of
Ethiopia, signed by Minister of 1he Pen, Tsehafe Taezaz
Walda Giyorgis, on August 26, 1942, expressed the bank's
capital in Marjg Theresa dollars, angd contained no
reference either 1o East African currency or to the
proposed sterling based Ethiopian pound.

to the Maria

sadly complained :

“I have already advised the Ethiopian Government
that the capital of this bank should be expressed in East
African currency. But | have also consistently advised
the Director General of Finance and the Chief
Treasurer, orally and in writing, to use sterling for their
official transactions as far as possible, but it has Ji]e
effect. The fact is that generally the ministers are
suspicious of sterling and reluctant 1o tear themselves
away from the dollar. The New currency proposals are
not popular, and | can get them to take no action to
encourage the use of East African currency for official
purposes. The reply given s that they will make the

which, he argued, “reveals the
ministers”, and referring 10 the
“insistence of expressing the
practically everything clse)
commented :
“I deplore it, but I cannot help ir’ 22
The said note from the Minister of Commerce, which
dealt with *“Conditions of Payment of Customs Duty",
declared:
* I prefer that the customs duties be discharged in
M.T. thalers. It cannot be contested that the payment

Ethiopian Government’s
capital of the bank (and
in M.T. dollars™, he

present today incontestable advantages. These trans-
actions are made in thalers, therefore, it is but logical
that their salaries should be paid in thalers, for the
payment of their salaries in sterling would oblige these
cmployees of the state to exchange, immediatefy. the
sterling they receive for thalers, Foresceing the various

254

purchases which they will haye
consumption from Peasants, the latter, not bej
accustomed to the new currenc » Will refuse to acce
1t, as had been the case during the Italian occupation, j
spite of drastic measures having been taken by the
Italian Government to force them to do so" 2
Foreign Offie,
c experience of Ethiopia several Yearg
carlier, took jt calmly, merely noting:

"I cannot help feeling that the Ethiopian inclinatiop
to stick to the M.T. dollar is natural and based on pas;
experience, The advantages 1o them of attachment to
sterling cannot be obvious to any but a very few, The
Peasant certainly cannot be expected 1o appreciate the
advantages. The Treasury will deplore this no doub,

ut their concern js largly academje’ =1

Stafford, however, was much irritated by the
Ethiopians® display of monetary independence 45 is
evident from his Economic Reporr for (he last quarter of
1942, Writing, it will be recalled, as a keen supporter of
the British Government’s scheme, he noted that it “*had
been under consideration by the Emperor for over nine
months™, but was *ng nearer introduction ag the end than
at the be!_lirming of the year™, Displaying increasing
frustration, he added, “After prolonged Procrastination
n providing designs for the new currency, the Ethiopian
Government communicated counter-proposals, late i
October, which ran contrary to all the wishes of Hijs
Majesty’s Gow.-mmcm, and were clearly dictated by a
nationalism unfamiljar with the problems involved i the

to make for thej,

communicated tg the Emperorin detail, but up to the end
of the year no reply had been received' 235
Stafford's report dismayed Rowe-Dutton, the prin-
cipal architect of the currency board Proposals, who
wrote from the Treasury to the Foreign Office, on January
6, 1943, in acid vein, that the “matter is one jp which a
Treasury view might be helpful™, 45 the British hag “a
Pretty direct interest i getting the country straight before
the subsidy ends™, Noting that Staffory “himself says
the results are disuppoiming". and that “ihe report does
oL to me at least, give grounds for hope that s firm a
foundation has been laid that we might expect 1o see
steady and Automatic progress in the future™, he angrily
declared:
“The materia] on which we haye o work
recalcitrant to g degree, and contin uous application wil|
¢ necessary if there s not to be a4 reversion to
barbarism and chaos. At the same time - and please do
not take this as acriticism ofanyone - there seems 1o he
a reluctance on the part of each authority in turn to
take the authority next below him by the seruff of the
neck, and push and kick him into better behaviour, Iy
a word, everyone seems inclined to wear kid gloves in
which to tackle a really rough job, and to hold
language more appropriate to conversation between
gentlemen than (he driving of a refractory gang of

|

2 Rases™, 4 . sani
prcll:i'“lgo Uﬁ‘;i British relations with the Ethiopian
urn

i by ris
: rnment, he indignantly ccflmlﬂues’t h ;:1:{; fn;ﬁzﬂ:hm
Qove on who can handle the si tion, s
Fie nt) he is bound to do
the OnC B le 1V (c) of the agreeme
¢ His Maj bjected to very strong
(unde His Majesty not be subjected  slreng
i iew inducing him to take
59 th a view to inducing foke 1he
mssu'r?stj;: ? This now seems a JI.ISlIﬁilP'C s:;:;p ||‘: :;1;1: ot
‘j:?ﬂ”f)‘ negative results of Stafford’s talks
e Movember 97", . .
. 9 *asL
EmPe.f(-:ﬁ;gil:;g this remarkable outburst, IEI'] I..I‘:L-].llc“?:
Sl certed to the desirability of getting his .»t o
ﬂﬂi‘:[ml rf.:id observing: “Currency reform mus
i every possible way' e . —
c"'pt:d“?‘lj:(;:?cLCI'If:!si?:nl, which contrasted \rflh&llltt u[?;:l\'c
]'hc.-'_ of British official corrcspondcr}i.n.‘. TILI-'orch-n
cnlmn(i’s:ui-acd evebrows on the p;l;l ufhsf:\:.’:;;wmm:
R olck one of whom, Mackereth, co L
Omuﬁi‘?r'h-u;;];;:oursc. easy for Mr. ROWC-Dl_lITo_i‘l (r:tls“—lu s
:J.nlch‘else) to labour the ub\iuus:&cblgtﬂmpl:;_ :'15 i.t
e spici It wou as easy,
jg-he suspicious lot. v b ] 5
p]g-]ilédl?cc?nlpglli}tic, to drive a carriage and pair lilrx;ﬁu
N uments, which lose much of their 'sei“ls;illﬂ e
g est :l'slcmging match, or refer to ‘ge L
ey :ruyggstmight‘ ~ terms withoul meaning in
coun g ! L
oints of comparison, ) i
ah‘sﬁﬂficsnsi\?d it would be dangerous 1i(‘)gh|tg33rr: \:'cll
itici ¢ assumi 5 we m
¢ criticism by assuming, a ity el
Trea;u?l\::] Howe is at least as aware of the posu:or; a
v Eowe-‘Dutton, and of the desirability, h?bition
M:l" nce of forcing matters to a head, by afl f:lﬁd Pition
p;‘:gu hness'. At the same time, there “ho- ok
Dd -‘ntgge in letting Mr. Howe know holflll}:c s
a v;‘ ling, for it is through their doort :_1'1' 5 i
?re ]::T gc‘Icll:*.rs, and additional ﬁnunc_l:; assis y
?}{ich ‘the Emperor has made, may ;'rafsﬁsci‘:ll Aleo felt
§cri\-c|1cr. another Foreign Oril;lﬁlccs(s} icial, s
s n's outburst pretty po Sl e
RL,N.]: ?eLtll?'(: note, remarked: *'l agree. Pc?ho:-‘;"-irc e
M‘uhiioubl whether — no matter how T.O::IL Ihc‘subsid\'
l.r:iewlike:h' to ‘get the country straight before y
a y:
i ingly wrote back to Rowe-Dutton,
. accordingly wro ki lenan:
thﬁ?;;?itg for his “stimulating letter”, :ui..n:?(:.ﬂl A
the E hiopians, he added, “Until you ha B Jver anil
gl ‘mzi] Cm, you can ha\'cl:ttlcconccpu.‘ oftee
i ‘:-eld ;}Toofh:h;- p-:l}'p]e and of their hgrrml- of .u;g bing
mulis ‘""LL'“, of a definite decision and, like the mu i
}E"i:hcl::: spur”. Though thus fatf cﬂncugll?i%[:il;ns e
” i the E ans,
¥ sh assessment  of : i
DU“?I:ISd ?::;t even “‘way back in 1930 I shg;[l;jc ]t1han
con_cat:cg to say that their admmlstra‘l‘lgzr: Wis W
rlf;:tol' some other countries | know™.

{CY AND THE
ABOLITION OF l'f,-\‘l,l;t;:‘_ RCE%I.-{\REEEQT‘?\I}II:IEAN
FiXIN 1ARIA THE - EA
FINCRILLING EXCHANGE mm;, 191—;2}' e
the introduction of an I\lu‘.

'lfhougl} pl??{f\' l;i; into a stalemate in the surym%rl‘ur:;i
e L;"rlr;il’ the Ethiopian G:)\'crnmcm. \\.m k;;n 19
s gcli\'c ;'n the monetary fr_onl. S_tcps. \‘\c.n'. t-:iioll-irs
m?‘?‘nslpﬂd to curtail the export of Maria l"ht.‘n.‘\.:.t 'm(i 5
:h“: ‘;zrllimtc the circulation of Ttalian currency, &
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-~ www:ethiopianorthodox.org

: hange rate between the Maria
stablish a fixed exc ]
%hcresa dollar and East African currency. P
Asaresult of the shortage of Maria Theresa 30 a?-ia
roclamation was issued on Scpterr:lbcr !F 5 1:h2;
]I;rohibiting the export of such monc{. £u|1‘:l st;;:c.] E:It[:ﬁ :n
i i ou f
travening the edict s .
anyoy‘:io?:‘o the confiscation of the dollars clorﬁ:crlncgag
Eim;“gf up to three times the amom;at involved,
n A : :
imprisonment not exceeding two }ca§ e B9 & Lagad
"?’he abolition of the lira was ¢ '?Chis Pl o
Tender Proclamation of Oct_oher 3%. et
without any reference to ll}cl:ra,byslal" g[he Mook
issue of the new ElI!ic]:an :.u:';;l::g ke caming of
‘hich was thus officially antic . Mal ey
:1\ ITIL'L?:.“:;;] East African currency qp!‘) Ehl.;:l Eibini?icr
lf;d:cr for the payment of any amount i .Jlilbe thc. S
L!" Finance was given the power to prescr s
{‘J' ‘hange between them. The edict wenl’()n. -Rt i e
L‘\‘('kll?nuguf any offer of sale or emp ?j}r”:rs B oty
E:I.irc!’l;‘\' other than !\(}ar;%r Ttl}l::em?‘?rst (:iﬁu: o
ican currency”, and, At L el
r‘s‘f'rll'\‘;:iycl(::rltali:rn money, declared it lfjlcg.:l\tigcdzr o
c}':P ".tvmeminlirc of any account, bill, e Mg O 1Y
o v due” or to ““deal in Italian lire e!\c:epIﬁ s
::loﬂn::cccding a total of 10 lire and a‘:sﬂ*it;rg osr. tloue ol
one Maria Theresa dollar equal to i
African shilling, equal to 24 lire. s G i
The proclamation _I'ur:h_ei;alg ; cg g
its coming in ; !
mﬂnth[sm;::[ Io? our Imperial Government slh:fl‘la:{;rch
E:ﬁ:; lire, of any denominp@ion, in lPa!];;nexchangc b
or due”, and that the provision fg'ro imi
lire would likewise be terminated. g et AR
' The Legal Tender Proclamation, dea lAﬁgIo-Elhiopizm
rrency, might, according lo“ the it e
s ment, have required the “‘concurre I
‘];gl'-fiih Gc.wernmcnl. but the British Mmllthclic Adds
Art: ba, Robert Howe, being bas;cally symp. etk todue
‘d'gt did not insist on this point. He ailag:;mion e
“‘ﬁ 1 no official cognisance of the pr}?:. e Office
Ec:(E]mber 12, when he Iclegraphpd tot cuc:mcm e
to declare that it was “in the main ahrbg;cupied Eaetts
currency legislation published by :d'cﬁcd SUpied
Territory Administration . . . mo l' } oo coiine 13
sl?nus of legal tender to 'Curmmcs;:-nl;‘:u'comra\'cnc
:thiopi **, and therefore did “not ... . s ! nitdwas
ggtl:']glgl:ll\’ (d) of the Anglo-Ethiopian d%ﬁlcemtﬁnancial
added, with obvious approval, gﬁat N e
authorities hope that the measure wi rchilc Rt
::tcnsivc use of East Aﬁ‘imnl ct_urrcgc[:;;.ir\: okt ot s
ily continued circulation of 1 | geie
m?}?ﬁ:ﬁzﬂ{ guch East African divisional coinage
sl
avals LT 2 - ; he
J“(t':idbrlzc:illing the Italian lira from mn’#la:;f'osl‘vctral
E hig ian Government succeeded in dlsgzos_.:_‘ %hc i
mli.llil)?ls One such transaction rf(m;?ace i il o
Foreign ice documents too - after H
l—‘tm';g;;hc(gntl;cthc chief Political Officer in Nairobi, on
telegrs i
uary 10 say: e
hnui?tl-?i?:‘p::?: Séiovcrgmcnl informs me :_hat 11{1;,:) \T;g
ian lire i r notes of and 4 i
alian lire in currency ".P and 2 )
i"'.mod.fr?gr::[inulion, which they wish to _ﬂ]cch:::;]%;uf;‘:c
I;r;t African currency or M.T. dollars. y
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whether British authorities would be willing 1o accept

these notes, and failing this, whether there is any
L. objection to their disposing of them in Eritrea and

Somalia”,

The British Commandcr—in-Chicf, Middle East,
telegraphed back on the following day, “will take
4,000,000 lira” 212

Throughout this time the maintenance of an official
rate, or indeed any rate, between the Maria Theresa

dollar and the East African shilling presented major
problems, for the value of the former was based on its
silver content, whereas the latter depended on being
pegeed to gold. The two currencies could not therefore be
casily linked, and fluctuated indcpendcmr_v of each other.
Disquiet over the fixing of the Maria Theresa dollar
East African shilling exchange was first voiced by Howe
in a telegram of December 12, 1942, which declared that
the Emperor's legal and financial advisers, i.e, Brigadier
Charles Mathew and Colonel Stafford, had stared that the
rate had been prescribed “only for the purpose of
Government accounting, and is not enforceable at law, |
have™, the Minister added, “pointed ou to
concerned that the present wording of the proclamation
and notice, fails to make this clear, and has caused grave
uneasiness in the commercial community. I understand
that an explanatory notice is 1o be issued 10 remove douby
on this point™ 281 Ty|k of this notice seems, however, to
have been wishful thinking for it was in fact never issued,
i 500N ran into difficultics, as the
value of the dollar continued to rise steadily vis-a-vis the
shilling, with the result that traders had the choice of
cither dealing at illegal rates or curtailing their activitjes,
Many merchants began to argue that the fixed exchan ge
should be abandoned. The Financial Adviser thereupon
asked the Emperor for an audience to discuss the
exchange rate, and this was duly accorded on December
21, after which Stafford reported:

“I began by remarking that I had asked for this
interview in ~ order 1o explain  certain currency
difficulties 1o H.M. and I recounted briefly the events
which had led up to the publication of the legal tender
proclamation and the issue of the notice fixing the
parity between the dollar and the shilling. I stated thar
although the intention was (o apply the rate to
government transactions only, and™ the Iydicial
Adviser had given as his opinion that it did o/ apply
with that limited effect, a Judge of the High Court had
stated that the notice covered all market dealings, As
dollars were not obtainable at that price, this had
closed all market dealings, and was having a bad
effect upon the export trade. Reputable dealers did not
wish to break the law, and the purchase of produce for
export was impeded. It was foolish of the government
to attempt to fix rate at which they could neither buy,
nor sell, and if the notice were not amended to restrict

that rate to government transactions, as | suggested
the only effect would be to make criminals of 80 per
cent of the merchants, i undoubtably
detrimental to the trade of the country, and | urged
H.M. to support my proposal for the amendment of the
notice™,

The Emperor, according to Stafford, “replied by
saying that unl’onunalei)' the Ethiopian Government had

(=]
L
(=%

not done what it had hoped to be able 1o do, i,
receive a sufficient part of its subsidy in dollars to be

1o make payments in it, as

their means of doing that,

that
therefore,
reach an agreed policy with

said that such a conference hs
that

agreeable 1o ji,
recommended that I should
doing so. *Gid Yellam’, said
question was dropped”,
The exchange rate betwee,

the British had taken a
and they had to pPay
that certain advisers w

them, before
my  vice-minister hag
discuss it with H.M. befor,
His Majesty and on that th,

n the Maria Theresa do]!:u;

and East African currency nonetheless continued 1o be;

matter of concern
On January 3, 1943, Platt rep
Addis  Ababa, was comp

Ethiopian currency law fixed the valye of t
market rate was
and that there were “some withdrawals” of

1-875 shillings, the
shillings™,

dollars for hoarding. The

"_co'uId hardly be in public

simply because it would “not be
attitude was not, however, shared by the State Bank of
Ethiopia, which was “following the market™ rather than

the official rate 24

Appendix: The British Minis
Theresa problem (J

In a report of January 2,
British Minister in Addis Aba
the Ethiopian Government's

Theresa dollar, and discussed

currency as follows:

“The currency policy o
(excepting new currency b,
follows that followed by ou
with complete success for 1
forces . . | for maintaining d

up by military are so modified by local conditions as to
¢ barely operative, A Year ago the value of the dollar

in Cairo was 50 per cent abo

and no difficulty was experienced. Transport difficulties

alone made effective control
comparatively easy matter, [y

the dollar in Ethiopia need not foll
bullion value of silver in neighbouring territories, This
during military

situation obtained
since then incrcasing transpor
possible margin  between
unpegging of dollar
experienced  until October,
exporters for purchase of E
interior, where dollars are sti

was only when seasonal deman

was available to keep circula

the above valugs,
on July

showed that a suppression of dollars js

in foreign trading and financial circles |

oried that Barclays Bank, Ir.!
laining  that though 1!
he dollar g
tat least two

Financial Adviser

interest to ignore a law"
prosecuted”, Thig

er’s analysis of the Maria
anuary 2, 1943)

1943, Robert Howe, the
ba, paid implicit tribute to
handling of the Maria
the question of that

f Ethiopian Government
oard’s proposals) merely
T military adminislratian,
8 months, The economic
ollars at pegged parity set

Ve parity in Addis Ababa,

over export of dollars a
1 consequence the value of
ow the exaggerated

occupation, and
tdifficulties have widened
After
¥ 1, no difficulties were
seasonal demand by
thiopian produce in the
11 acceptable currency. [t
d rose, and no reserve
tion fluid, that rate rose
unable to take control,

d country it is, however,

i oin so
.sible quickly to eradicate the u;r: t_}l; ‘z;{;' e
198 i Government have th re iy
: R Awingthi i sition. The need is
Ehot during this period of transi Lhe docd 15
e t difficulties over
fordg in view of the apparen Ao
Rt s Al el Tt daflan oudes
adog to mint and 1 :
B i i ce of revenue is
pubeity 7 nditions. Their main source ue o
i g swbsdy, whie  lrge por of e
S diture s still in : ;
de m; have been due largely to the gtb;:-jcnlc[::ru{ jlui
: -ﬂ:d not primarily to any trend in do

: qailable it was always the

50 long as reserve was :Ji[\.xll.lla}n.l;ll_i:‘*clsu? silgcr in
L .

i o s that regardless ol e Eanas

experience here orjcsgn was possible to prevent any
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Government's currency proposals. The British Minister
in Addis Ababa, Robert Howe, who shared the Financial
Adviser’s irritation, chose this time to urge the Foreign
Office to make any consent to the request conditional on
the Ethiopian Government’s acceptance of the British
scheme. Urging this view fairly bluntly, he wrote to the
Foreign Office, on January 2, 1943, to declare:

*Should you agree to provide dollars . . . you would
no doubt wish to make payment conditional on
adoption, and putting into effect by Ethiopian
Government, of our view on currency board, and to
delay any such grant until adequate signs are
forthcoming that they are taking active steps to press
forward the introduction of the new currency, in
manner thought advisable by the Treasury™ 24
Howe's letter, which reached the Forcign Office within

days of Rowe-Dutton’s angry outburst of January 6,
revealed to Mackereth the extent of the deterioration of
Anglo-Ethiopian currency relations. On January 11, he
telegraphed to the British Minister in Addis Ababa,
observing, *I fear that we are rapidly reaching an impasse
over I'tluopian currency arrangements, in the absence of
an early definition of the Emperor’s attitude towards the
future currency”. Commenting on Howe's suggestion
that the British Government shou'd provide a currency
reserve, he declared that he was “personally in difficult
position with the Treasury Committee in supporting your
suggestions . . . when there is no indication that the
Emperor will respect Article IV (d) with regard to our
recommendations for the Currency Board. It is felt here
that it would be impossible to make any arrangements to
assist thie new currency, unless it were put on a sound
footing. Opinion™, he added, “is solidly (on material and
technical grounds) against any proposals tending to re-
established the M.T. dollar™.

Introducing a note of urgency, he concluded by
inquiring of the Minister:

**Can you hold out any hope that the Emperor will
agree at an early date to our currency board proposals
which have hung fire so long?”

On receipt of the above telegram, Howe approached
the Emperor, once more urging him accept the British
proposals. Reporting on these talks the minister informed
Mackereth in a **personal” letter of Junuary 16, that:

I have pressed Emperor ver: -trongly to agree to
His Majesty’s Government’s proposals for new
currency board, and on January 14, warned him in
writing, that delay in making up his mind . . . may have
disastrous results on the country's financial ‘situa-
tion™ 20
Writing with increasing bitterness of Ethiopian

resistance to British pressure over the Treasury plan, he
declared, “I am inclined to think that afier his agreement
of last summer concerning currency board proposals, he
suddenly realised, or someone may have pointed out to
him, that the board would have very large sums of money
at its disposal for investment. It would be entirely in
accordance with His Majesty’s character to want to have
control over these funds. In this wish he would have the
support of his Council of Ministers, who are more
concerned with the lining of their own pockets than with
getting on with their jobs. Most of them run rackets of
some kind".
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Turning to the future, to his attempts to influence the
Emperor, and to Stafford’s hopes of success, the Minister
declared: “I shall press His Majesty, in this matter,
Meanwhile, Staf(ford) tells me he thinks he has converted
the Minister of Finance and Mr. Collier, to our point of
view. 1 understand that the Council of Ministers will
probably take a decision in the next few days . . . Staf
thinks that chances of a favourable decision are very good
and could be clinched if His Majesty's Government could
say at once that they would pay the next subsidy in
dollars™,

The Foreign Office, spurred on by complaints by both
Stafford and Howe, as well as by Rowe-Dution’s angry
letter of January 6, was meanwhile becoming increasingly
restive at the Ethiopian Government's reluctance to agree
to its currency board proposals. On January 16, Maurice
Peterson, the Under Secretary at the Foreign Office,
wrote to Howe to complain that “we have made very
little progress in the matter of the new Ethiopian
currency”. Enclosing a copy of Rowe-Dutton’s effusion,
he commented:

“I confess that 1 um not greatly impressed by the
manner in which Rowe-Dutton approaches the
problem, which is obvious to us all. I fully appreciate
that you have the matters on which he touches
constantly under review, and that there are probably
good reasons for not forcing the pace by using the
financial stick which the subsidy provides®.

Though conceding this point, the Foreign Office official
gave his full support to the idea of making British
assistance to the Emperor conditional on the latter’s
consent to follow British financial “advice”. Putting this
matter delicately he wrote:

“This may seem to you a good opportunity of
pointing out to him the absurdity of asking H.M.
Government to provide him with more cash, when so
little regard is paid to the advice of Stafford, and that of
some of the other advisers’ %2
Pressure from Howe, and in particular his letter to the

Emperor, on January 14, scems to have prompted the
Ethiopian Government to make a new approach to
Britain. On January 16, the Ethiopian Government sent
the British Minister a further memorandum, the essence
of which he a1 once telegraphed to the Foreign Office.
This messag: began as usual in the politest of terms by
recalling that in Article 4 (d) of the Anglo-Ethiopian
agreement, the British Government had pledged them-
selves “to facilitate the absorption into Ethiopian
economy™ of the funds they had “so generously
provided”, and for this reason had required to be
“consulted regarding all currency matters”. The financial
adviser to the Imperial Government had “accordingly
maintained close touch with His Britannic Majesty’s
Minister on all details of currency policy™, and had aiso
kept the latter aware of the “various difficulties” which
had arisen in connection with currency, and the Imperial
Government now desired *to associate themselves” with
his representations.

The memorandum then turned to the Ethiopian
Government's post-war currency difficulties, which had
been much intensified by the British military adminis-
tration's opposition to the Maria Theresa dollar.
Recalling the policies of the military administration, the

Ethiopian

re : rked:

nment frankly declared: .
:Gcsolrlﬁng position is one which _sc}'mus}lly
ses the Government, and in their opinion the
cmban‘:!jc acts taken by the British military authorities
Slh-lcccstsalken with detriment to the needs of the Empire
:;.ccr; feel impelled to restate bricfly the sequence of
events”.

memoran her .
military administration

“AS

ined the behaviour of the
sha cxammcin some detail, and
““When the agreement came into force, tl}c Imper_u:;
Government inherited currency P‘?h? FO loc\c;:lp:ﬁn
territory. by which M.T. dollars and. Cas l,-‘ rl"iid
chillings were legal tender, and were kept a _a‘ ixe
i by maintaining reserves of both currencies. No
i \ad been placed on the use of dollars during
he period of military administration, and they were in
: -‘\L\rﬂc supply. M.T. dollars had in fact after a period \71
o m;ur. under Italian rcgin}c. been rcslv;_n:a:d to '_“.”“d"_
d pockets of the Ethiopians by British IEI’II]J.I‘.Lr'\.
authorities. No indw:nluEmd v given that any
ation 1 icy was intended. .
a“f;}"-;l;n :t]cgl}lil;) brcsaking down the policy was
comnlmnicatcd from the British Legation, dated, July
1st, 1942, advised that it had been decided ‘m}‘ I‘ong]s; Ero
ri)l;tinm: financial arrangements to mrnn:';mm:Cl .0 -
dollars at a fixed sterling rate. Decision too! eI:) et o
date of the note. As ImPeTEaI Gow:rnme:n:I c:lvm ;
could not immediately eliminate the M.T. u? _ar;. :lesa"_
currency medium, a request was made on their Ic !
to be allowed to purchase, or to be paid by \\;yﬂn
subsidy, the 3,000,000 dollars still in M'I]"1 ho alli
reserve in Addis Ababa. This concession, whic l}su
appears to the Imperial Government to have been
rensonable and moderate, was refused. . .
“On June 30, Deputy Political Officer in reserve

areas, without

restrictions b

Wwils

previous warning and intimation,
deprived M.T. dollars of legal tender status in reserved
areas, thereby applying to that part of Ethiopia :;
diffcr;':nt currency policy from thatin force in therest o

Empire. ) : 35 -
th(':'\l\,“it‘r)\om any warning or information being given

i vernment, in August, the reserve of M.'I.'
E!n;lﬁ: 1\I\-:lGar,c'rc::;‘ncnw:d from Addis Ababa to Harrar, by
itish Military Authorities. .
Br!};;}élu:lllc:l[ in this reserve  was IDD,OOPO fjo“‘-’.rj
belonging to Custodian ol"[:ncmy_ Property o .Lcup;; 4
Territory Administration in Addis Ababa, prcsun::: .,\
representing sale of proceeds of c.\:-!tali:u:l plrlopcr f)r;urn
protest against withd}'awal of these do 3r§ 1
circulation was submitted by ﬁnancm_l a \.rlsu':i;1 e
British Legation, and an offer was made to Eurc e
them for East :\fric;m currency. ()lﬂ":::J ?gls:trc ase was
i wis receive 1o 2 )
rcj‘c'%‘irfnizrllr:gig:: l;;cil':'c%’rsllm-s inevitably forced Imfp;nal
Government to have greater recourse to East ncl:::r;
currency, an effective reserve of which both 1r:\ t?-oba
and coins, was still being maintained in Addis : al W
This reserve was essential, so that Barclays B?n couh
function effectively. It was also r;cg:cssar,\l for t le
financing of subsidy payments by British Gow.irnmcr} :

*Again without warning or notification to mperia
Government, the reserve of East African currency was
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removed from Addis Ababa to Harar, leaving in the
capital no reserve fund of any sort, in support of either
currency. This action still further impaired the
currency situation of the Imperial Government™,

Coming to the heart of the problem, namely, the

shortage of currency of any kind, the memorandum
continued:
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“It is within the kr}owlcdgc of the Brilis‘h
Government that in the initial stages of building up this
administration, and probably for some time to come
Imperial Government cannot afford to lock up sums of
money necessary t0 Maintain a currency reserve, _.'l_t'l.d
they do not consider it was intention of British
Government that a considerable proportion of the
subsidy should be frozen in this manner.

“Imperial Government had no option but to adhere
to the practice of O.T.A. in using Italian currency, to
the extent of coins and 10 lire notes, for small change.
Ten lire notes are now worn out, and have practically
vanished from circulation. Coins are also disappearing
from the market. Without consulting Imperial
Government, and rcgard‘]clss ol" !hc effect upon the
small change position, British military authorities: (a)
permitted ltalian expatriations (s:_c} to take out all lira
currency they possessed, including smgil notes and
coins, and (b) purchased for export all lira obtainable
at official rate: These calls up.:m1 _lu-a. supplies assisted in

ward rise of lira against sterling. ;
up"When it became evident that the Imperial
Government must of necessity have greater recourse to
East African currency, Barclays Bank was !‘equcstcd'tn
arrange that an adequate reserve of notes and coins
should be maintained in Addis Ababa. When for this
purpose the bank ordered further supplies from
Harrar, it was unable to obtain its needs in
denominations required as reserve there had been
reduced by bad payments and remaining stock of
copper had been almost entirely depleted. At the s:.‘.‘mc
time, the bank was requested to arrange for reserve at

Harrar to be substantially inqreascd and emphasis waf

placed upon necessity for coins to meet small change

problem. This was a month ago, :_md the Imperial

Government is still without information as 1o when the

supplies will be available. Meanwhile the shortage of

small change is becoming acute. .

“[mperial Government suggest that these acts show
that the British military authorities have step by step
not only without consuliting the Imperial Government,
but without any announcement of their intention, or p!‘
the action they had taken, deprived the Imperial
Government of the power of control and maintained
circulation of both currencies they inherited from lhcl
British Military Administration, and have considerably
embarrassed the Imperial Government thereby.

“In placing this one record”, the smtemf:gu
concluded, “the Imperial Government cannot rpl‘mm
from commenting that a more liberal appreciation of
their difficulties would have been in harmony with the
generous spirit underlying article 4 of the agreement
between the two countries, and in parl_lcular_sub}
paragraph (d) thereof, by which currency dlfﬁculnei{q_
the Empire were taken into s‘pcma,!‘ care E::fm is
Majesty’s Government in the United Kingdom”™.



Notwithstanding the gravity of these charges, the
Foreign Office seems to have paid scarce attention to
them. Mackereth, on reading the Ethiopian memo-
randum, dismissed it with the brief comment :

“This is a collection of half-truths — cannot be taken
seriously™. 2>
British policy towards Ethiopia was now rapidly

hardening. Stafford, reporting to Howe on the shortage of
Maria Theresa dollars, proposed, on January 16, that it
should be met by the British Government's paying part of
its subsidy in dollars, but added, significantly enough,
that this should be done “conditionally on the Emperor’s
agreement to our currency board's proposals”.®
Mackereth readily accepted’ this proposal, and ac-
cordingly went over to the Treasury on January 19, for
talks with Rowe-Dutton, after which the Foreign Office
official noted:

“l pointed out that it would be mutually
advantageous to get the Ethiopian currency on 1o a
sound footing. and firmly linked to steriing, and that as
we had the dollars availuble in Harar it would be a
mistake to stand too firmly o the ideals of financial
purity, and lose this opportunity. 1 also pointed out
that the position, with regard to the supply of East
African currency would be eased: already some
£4C0,000 out of the £650,000 must be provisionally
carmarked to meet the East African currency liabilities
of Barclays Bank in Addis Ababa”.

“Mr. Rowe-Dutton”, Mackereth explained, *“‘was
inclined to agree”, but said that he was meeting the Silver
Control Committee that afternoon, and “in the light of
what transpired there, he would be able to say whether
the Treasury would agree™.

Elaborating on his plan to apply pressure on the
Ethiopian Government, the Foreign Office official
concludes: “We shall, of course, have to be careful that
when we do make payment in M.T. dollars, we have the
currency board legislation promulgated. Time is short,
and it may not be possible to get the legislation out before
the next subsidy payment is due (February 1), In this
cvent we must consider suggesting to Mr. Howe that the
payment in M.T. dollars can be made on May 1
(following instalment) provided that the currency board
has come into operation by that time. We are in a strong
position, and should not allow ourselves to be jockeyed
out of it by specious promises™, 2

The Treasury, after due consideration, agreed to the
above proposal. On January 21, Rowe-Dutton wrole to
Mackereth to state:

“*We shall not object to payment of the £250,000
subsidy falling due on February 1, in M.T. dollars, on
the conditions set out in Addis Ababa . . . viz. dollar
transaction by H.M.G., and conditional upon the
Emperor’s agreeing to our currency board pro-
posals™. 27
The Treasury official thereupon drafted a closely

argued letter for despatch to the British Minister in Addis
Ababa. The draft inter alia declared:

“...weagree in principle to the payment of the next
quarter’s subsidy in M.T. dollars, subject to confir-
mation in writing of the conditions which you
suggest”,
On reading the above sentence Mackereth added the
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words;

“or preferably prior promulgation of currency board
legislation though we would not insist on that”,

The Treasury's draft then continued :

“*We much dislike parting with these M.T. dollars to
the Emperor”, but Mackereth omitted the words 'to the
Emperor’, after which the text, which was accepted by
the Foreign Office in its entirety, concluded :

‘as silver content in them is part of our reserve for
essential war purposes. Even if replacement were
physically possible, which it is not, the cost would be
considerably in excess of the Emperor’s official rate
of 1/10}d., which has, of course, been widely de-
parted from by the Ethiopian State Bank. We could
not consider paying £250,000 of su bsidy at that rate,
I think we should fix a price based on the market rate
at Harar, plus, say one-halfpenny, to cover cost of
transport. An alternative might be to fix some
compromise rate, somewhat between 2 - and, say,
2 3d. But we strongly prefer a rate based on some
ascertained fact™,

The letter, as amended, was duly dispatched, on
January 23,

Howe, though accepting the principle of making the
subsidy conditional on acceptance of the currency board
plan, was concerned at the proposal that the exchange
rate should be based on the market rate at Harar, plus
cost of transport, as this would seriously reduce the size of
the subsidy. He accordingly telegraphed back on
February 1:

‘Question of market rate of M.T. is difficult. Present
official rate is 1/10}d., black market is 2/24d., butitis
agreed by all authorities that market position s
speculative. Ethiopian Government hope that mea-
sures now being enforced will bring market rate back to

/= at which rate it will be fixed and enforced for
official and market dealings.  Financial adviser
recommends that 2/~ should be conversion rate for final
payment, but thinks it preferable to wait and watch
events. 1 do not think that the market rate at Harar has
any particular virtue, since O.T.A. have ruled that
dollar is not legal tender in reserved areas”™ 25
While thus attempting to obtain a slightly more

favourable rate of exchange for the Ethiopian Govern-
ment, the British Minister continued to press it 1o accept
the Treasury’s currency plan. On February 3, he informed
the Foreign Office that negotiations with the Ethiopians
were well under way, and that he had again taken a strong
line with the Emperor. Reporting on this he stated:

“In answer to an official note from Ethiopian
Government stating that His Imperial Majesty is
anxious to know what arrangements are being made for
provision of a dollar reserve, I have sent the following
reply:

“Itis the view of His Majesty’s Government, in the
United Kingdom and Northern Ireland, that before
any further M.T. dollars are supplied, future
currency arrangements for Ethiopia must be
definitely settled.

“The present position is highly unsatisfactory, and
continual expedients are necessary to meet diffi-
culties, which constantly arise. In this state of
uncertainty, the provision of further dollars would be

r— »

merely another expedient, which, while it might
alleviate the difficulties, would not sol\:'c them, and
would merely prolong the‘ uncertainty. When,
however, the new currency policy is settled, supply of
further dollars, for use as a reserve, can_bc made to f]t
into place_as part of the new policy, and His
Majesty’s Government consider this would be of use
1o His Majesty's Ga\:crnmenl‘ I am therefore
authorised to state that if currency board proposals
recommended by His Majesty's Government are
made effective, payment of one quarterly subsidy in
M. T. dollars, instead Ofshillipgs, will be arranged on
terms to be decided. His Majesty’s Government will
not agree to provide M.T. dollars unless this
condition is fulfilled".=**

Such pressure, however, failed to have much effect on
the Ethiopian Govcrrmfunl. and a week or so later, on
Feruary 16, Howe again telegraphed to London:

[ am sorry | cannot yet report definitely decision re
curreney board proposal, but both Staf . . . and | are
fairly confident thot favourable decision will be taken,
and the Minister of’ Finance told Staf yesterday that -]:rﬁ
expected requisite decision in the next day or two™.?
Howe's carlier telegram, of February 1, and in

particular its declaration that the Ethiopian Government
hoped the Maria Theresa dollar’s market rate could be
brought down to 2/-, led to a storm of disapproval in
London, where it was felt that the poor Minister required
a lesson in elementary economics. Kershaw of the Bank
of England, immediately drew up a draft letter, which
Maynor, of the Treasury, sent to Mackereth, who duly
despatched it to Howe, on February 18. This letter
focused on the Minister’s objection to calculating the
value of the Maria Theresa dollar on the market price at
Harar, where, Howe had argued, the coin was not
officially in circulation, and replied that such observations
caused the Foreign Office to “feel there is still some
confusion between us, as to our policy andﬂmml\'cs in
relation to M.T. dollar. For your guidance”, the letter
went on, *the following considerations have been in our
mmd‘f‘i'hc M.T. dollar is in fact a weight of silver, and not
a coin of fixed value. Its value has fluctuated, and will
alway- fluctuate in accordance with major variztions in
the price of silver in principal markets. It is therefore
mpossible even in Ethiopia, permanently to fiv a value
for it bzlow that which can be realised by its transport
to external markets, although a higher value can be
fixed for it as a token coin.

“It seemed desirable to fix a value for the M.T.
dollar on our entry into Ethiopia, because no other
acceptable currency was then immediately available.
Value fixed, namely 1/104d., was based on price of
silver at the time this being the principal clement in cost
of production of the coin. That value could be
maintained only so long as the price of silver did not
rise appreciably. When the price of silver rose in
Bombay, and elscwhere, it was evident that whatever
measures Ethiopia might adopt, the local value of the
coin could not be held indefinitely at 1/101d. We
therefore took the logical and proper step of unpegging
the 1/101d. rate. Unless we had done so we should in
effect have been giving to Ethiopia a further concealed
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subsidy by providing them a weight of silver in the form
of M.T. dollars, at a price below the cost of
replacement of that silver,

“In other words a full value silver coinage is a
luxury which Ethiopia may choose to give herself, but
for which she must pay the cost, as it varies from time
to time. We felt that a reasonable basis of cost would be
the market price in Addis Ababu,‘ but if, owing_ to the
peculiar situation, and in particular the mistaken
perpetuation of an official fixed rate in Addis, this is
unacceptable, we have then chosen the market price in
the nearest centre where free dealings take place,
namely, Harrar, This, vou will appreciate, is much
more favourable to Ethiopia than the price in say Aden,
still more than that in Cairo or Bombay.

“From this point of view the existence or not, of a
legal tender status of the M. T, dollar is irrelevant. It
would in fact be impossible for us to declare it legal
tender. at a rate such as that fixed in Addis, in any of
the territories under our control. To do so would
merely provoke an immediate traffic in M.T. dollars
out of those territories, to centres where a higher price
could be realised in terms of the price of silver, as it
varied from time to time.

“You should make it clear”, Mackereth's letter
concluded, “that it has not been our intention cither to
prevent the circulation of M.T. dollars in Ethiopia, or
to draw them away. It is in fact the maintenance of an
arbitrary official rate in Addis which is mainly
responsible, not only for any outward flow 1ha} takes
place, but also for the encouragement of hoarding™.*"
Howe meanwhile was continuing his efforts to induce

the Emperor to accept the Treasury’s proposals, and on
meeting him again on February 25, he reported :

“I saw the Emperor. . . and warned His Majesty that
continued failure of the Ethiopian Government to take
measures to put the administration on a firm basis, in
accordance with the advice of their advisers, was likely
to have serious results on our relations™,

Elaborating on the currency plan, as well as on the
Ethiopian budget. which was then also a point of
controversy, the Minister went on to declare that he had
informed the Emperor that “the delay in laying a proper
financial basis for the administration of the country, as
evidenced in particular by delay in passing the budget,
and coming to a decision on our currency reform
proposals, was arousing scrious criticism and misgiving at
home™. Describing the tenor of the conversation he
somewhat pompously added, "I spoke strongly, and His
Majesty was manifestly impressed™.

Later in the conversation the Emperor proposed a
meeting between himself and the British Prime Minister,
Winston Churchill, to discuss additional help for
Ethiopia, but, the envoy continues: :

“I replied that he had much better put the house in
order first. ) .

“Finally His Majesty said he would give active
consideration, especially to the two questions above-

mentioned . . . i

“I also learned”, Howe concludes, *‘that His

Majesty was pandering the currency board’s proposals.

[ accordingly thought that the moment might be

propitious for a little pressure™,




Mackereth firmly approved of the Minister's efforts to
apply such “pressure”, and, on reading the above report,
tersely commented:

“The Emperor in company with his Council of
Ministers is in danger of losing the bone for the sake of
the shadow™ 2%

The Foreign Office official, it may be noted, was
opposed to large financial aid for Ethiopia, as can be seen
from a memorandum of March 3, in which he complained
that the Emperor had “gone behind™ Howe's back by
approaching the British Minister, Duncan Sandys, for
more aid, and added:

“It is clear that the Emperor seems to expect H.M.
Government to provide him with the same amount of
money as the ltalians squandered on the country
without regard to the fact that the ltalians spent their
money primarily for the benefit of the Italian colonists,
whom they had planted, or hoped to plant, in the
country to the ultimate exclusion of the Ethiopians. He
wants not only to have and eat our cake, but that we
shall constantly produce fresh cake" 2%

Such indignation took no account of the fuct that
Ethiopian monetary difficulties were in large measure the
result of the British decision to restrict the import of
Maria Theresa dollars into Ethiopia, which was the more
galling in that they allowed these coins to be sold freely to
private merchants at Aden, as was noted by Licutenant-
General Platt, who reported on March 11, that the French
trader Besse had just purchased 100,000 dollars and that
other merchants had also bought “large quantities™. Such
purchases “caused grave cmbarrassment™, he avers, and
gave rise to the complaint from Addis Ababa that while
dollars were refused to Ethiopia on the grounds that a
silver reserve was required by the British Government, the
British Governor of Aden was disposing of the money by
open market tender, 2%

The Ethiopian Government meanwhile was becoming
increasingly perturbed by the British Government's
hardening line, and, in the hope of softening it, decided on
the unprecedently step of having its Minister in London
deliver to the Forcign Office a further important
memorandum. This document, dated March 3, was
drafted with a view to avoiding the impasse over the
subsidy, and the currency board proposals by suggesting
alternative ways in which the British Government could
provide badly nceded assistance.

The memorandum began by drawing the British
Foreign Secretary’s attention to “the present serious
currency difficulties in Ethiopia™, and soliciting **such
assistance as His Britannic Majesty’s Government are in
a position to give™.

Turning to Ethiopia’s monetary problems prior to and
during the war the memorandum observed:

“It is well known that the Maria Theresa dollar has
been the standard coin in Ethiopia for many years, and
that when, during the period of the occupation, the
Italians tried, with repressive measures, to replace the
Maria Theresa thaler with the lira, they found that it
was impossible to put it out of circulation, and that the
people used it as a currency medium together with the
lira™,

The memorandum then discussed the difficulties of the
last couple of vears, and, repeating several of the
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complaints which had been voiced in the memorandum
handed to Howe on January 16, recalled:

“After the signature of the Anglo-Ethiopian
Agreement, the British Military Authorities recognised
that the Maria Theresa thaler and the lira should
remain in circulation until the civil administration wag
completely made over to the Ethiopian Government,
and introduced in addition the East African currency 1o
serve as small change. Moreover, it should be recalled
that when the British Military Authoritics entered
Ethiopia they made free use of the Maria Theresa
thalers they had brought into the country with them.

“After the signature of the agreement, the exchange
of the Maria Theresa thaler and the East African
shilling was fixed by law, and a reserve of cach of the
currencies was held in Addis Ababa. But, without any
previous warning to the Ethiopian Government of the
proposed discontinuance of this policy, His Britannic
Majesty's Minister in Addis Ababa, in a note dated
July 1, 1942, informed the Ethiopian Government that
after that date the Government of the United
Kingdom would no longer continue to maintain the
Maria Theresa thaler at a fixed sterling value,

“The Imperial Ethiopian Government, seeing that it
would be impossible for them to take the Maria
Theresa thaler out of circulation so suddenly, requested
that the 3,000,000 thalers that were in reserve in Addis
Ababa might be given them as part of the subsidy due
to them, or that they might be enabled to purchase
them, but this request was refused in spite of its
apparent reasonableness.

“In August, 1942, the thaler reserve, which was in
Addis Ababa, was removed to Harar, without
previous warning or notice to the Ethiopian Govern-
ment. As the removal of this reserve was detrimental to
Ethiopia, the Adviser to the Ministry of Finance
protested to the British Legation, and asked that the
thaler reserve might be given to the Ethiopian
Government in exchange for East African currency,
but this request also did not meet with success.

“After this, without previous warning to the
Imperial Ethiopian Government, and without leaving a
sufficient amount of either of the two currencics in t
capital for exchange purposes, the military authoriti
removed to Harar all the reserves that were in Addis
Ababa,

“By this unilateral action of the military authorities
in withdrawing from circulation these two currencies,
which the Ethiopian Government inherited from the
British  Military Administration, without previous
warning, and before there was time to replace them
with new currency, the Imperial Ethiopian Govern-
ment were deprived of the authority and the means of
controlling the currency policy.

“As the reorganisation of the Ethiopian Adminis-
tration is still in its early stages”, the memorandum
continued, “it is difficult 10 conceive that His Britannic
Majesty’s Government would think that in the present
circumstances the Ethiopian Government could have
been in a position to accumulate a sufficient reserve, or
to be able to utilise part of the stabisation of the
currency™.

Coming to the British Government's currency pro-

—

osals, and to the discussions which they had evoked, the
memorandum declared: '

“Consultations have slarted‘ b_clwccn our two
governments with a view to establishing a new currency
system with a permanent basis. The Ethiopian
Government, after having examined the proposal
placed before them by His  Majesty’'s Government
through the Foreign Office, have o[!"er_cd thc!r counter-
proposal. Some time has now passed since His Imperial
Majesty signified h1s_“'|lllngncss t}}m a committee be
established in Addis Ababa with the view to
establishment of a currency and starting on the \\_'nrk "
Emphasising the urgency of remedial action in the

monetary field, the memorandum then outlined the
specific assistance the Ethiopian Government rc.qucstcd.
“As it is inevitable”, the documcm_dcclared, “that !hc
claboration of the new currency policy, and the minting
and putting into circulation of the new currency will take
i and asitis imperative in the meantime to relieve t!lc
53‘ .ent Very serious currency difﬁculljcs._ the Ir|_1pcm_|1
Ethiopian Government earnestly request of His Britannic
Majesty’s Government that assistance be afforded them
at any early date as follows:

“(a) That the Ethiopian Government be allowed to
purchase a sufficient amount of Maria Theresa thalers
from the reserve removed from Addis Ababa to Harar
so as to enable them to improve and control the present
currency situation, or that Maria Theresa thalers may
be given them as part payment of the subsidy.

“(b) That, in order to ease the exchange problem,
sufficient amount of East African currency, which has
been in circulation in Ethiopia hitherto, may be placed
at their disposal from the reserve removed to Harar.

“The value of the Maria Theresa thalers and the
disposal of the East African currency would be fixed by
consultation between the two governments.

“In the view of the Ethiopian Government”, the
memorandum concluded, *‘this assistance, by His
Britannic Majesty’s Government, will be one of the
chief means of implementing the passage in the
preamble of the Anglo-Ethiopian Agreement, in which
it was stated that it was the wish of the Government of
the United Kingdom to help His Majesty the Emperor
to re-gstablish his Government, and to assist in
providing for the immediate needs of the country as
well as the last para. of Article IV of the same
agreement in which the nccessity of facilitating the
absorption of the funds provided by His Brl!&tnm}:
Majesty’s Government to His Imperial Majesty’s
Government was recognised””,?%

In Addis Ababa meanwhile, discussion on the currency
board proposals continued. Howe, though one of the first
to propose making the grant of dollars to Ethiopia
conditional on Ethiopian acceptance of these proposals,
By no means saw eye 10 eye with Rowe-Dutton’s demand
for the application of “‘very strong pressure™ on the
Emperor. On receiving the Treasury official's famous
letter of January 6, which, it may be noted, implied a
certain lack of confidence in his own efforts to bring the
Ethiopians into line with British policy, he reminded the
Foreign Office, on March 3. that “our withdrawal™ of the
dollar reserve in Ethiopia had produced “a erippling
cffect”™ on the local financial situation, and, alluding to
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Rowe-Dutton’s demand for a policy of greater firmness
bluntly exclaimed: 2
“In this medieval country whose unity is maintained

by some mystic prestige of the Governor, it would be
taking a grave risk for us to force His Majesty to take

advice which conflicts with his own judgment . , '* 2

Howe also subsequently despatched an unsympathetic
response to Mackereth’s lesson in economics. In 2
telegram of March 11, he commented with irony on the
Foreign Office’s theses about fluctuations in the value of
the Maria Theresa dollar, and declared:

*l quite appreciate these considerations which must
be inevitable in the minds of monetary experts who
have to regard Ethiopian monetary problems from the
distant focal point of London. But what Stafford and |
feel is that there are forces acting on dollar and
political and other factors which London is not in a
position to assess. We do not think our policy is
mistaken, nor do we agree with the view that *the dollar
is a luxury which Ethiopia may choose (repeat choose)
to give herself” ™.

Reverting to the price at which the Treasury had
proposed supplying Maria Theresa dollars, he added no
less briskly: “the important thing is that the Ethiopian
Government will decline with thanks any offer to sell
them dollars at a higher rate than two shillings™.2?

The Emperor's Financial Adviser, meanwhile, was also
continuing to press the Treasury proposal in Addis
Ababa. He had a further audience with the Emperor, on
March 4, in the course of which, he records, he broached
a “topic on which H.M. and I had had many
discussions™. Stafford began by declaring that Ethiopia’s
“currency difficulties are already serious, and will
increase as time goes on. Only a new currency can provide
a solution. There is no practicable alternative to a
currency board scheme, proposed by the British
Government”. The Emperor he tells us, replied that, “I
knew his views and realised his difficulties. Did 1 advise
him to accept the scheme because I was satisfied that it
was the best arrangement from all angles for Ethiopia, or
because it was the best arrangement possible in the
present circumstances. In fact 1 saw no satisfactory
alternative. "Ha!” you say ‘in present circumstances’, said
H.LM. | said that financially it would always be a good
arrangement for Ethiopia, but I appreciated that there
was a political aspect to it, and I indicated that when the
new issue had been established, and the world had
settled down to normality, after the war, a currency
arrangement more acceptable to national feeling could be
considered ™.

Discussion then moved to the question of a possible
British loan, and Stafford concludes:

“H.LLM. enquired how big a loan the British
Government had given to Iraq, when she accepted the
Currency Board proposals, and was surprised when |
said ‘nothing’. | explained again why a loan wasn't
necessary, and the great advantages of a currency
linked to sterling. H.M. enquired if I thought it would
take about a year to introduce the new currency, and [
gave reasons for thinking that a minimum of nine
months would be required. Discussion ended on this
query'" 70




THE IDEA OF AMERICAN AID, 1942-3
The acute currency shortage in Ethiopia, and the
failure of the British Government 1o meet local demands
for Maria Theresa dollars, or even East Affrican currency,
caused the Ethiopian Government 1o look for help to the
United States, whose Lend Lease Act, enacted by
Congress on March 11, 1941, was declared applicable to
Ethiopia on December 7, of the following year. This
declaration, not surprisingly, gave rise to high hopes in
Ethiopia that Lease Lend might contribute significantly
towards solving the monetary difficulties,
The possibility of making use of Lend-Lease in the
currency field was discussed between Emperor Haile
Selassie and his Financial Adviser, Colonel Stafford, as
carly as December 21, 1942, Stafford, who was, as we
have seen, a keen advocate of an Ethiopian currency
linked to sterling, nevertheless recognised the country’s
need for Maria Theresa dollars, at least on a temporary
basis, and believed they could be obtained on the basis of
a silver loan from the United States, Writing of his
conversation with the Emperor he recalls:
“I mentioned that one way of getting M.T. dollars
would be to borrow silver from the U.S.A, to transfer
to the British Government in return for the stocks of
M.T. dollars the latter possessed, and would probably
melt down for their silver content. H. M., approved this
suggestion and desired that it should be put
forward" *n
Stafford and the other British advisers attached to the
Ethiopian Government subsequently discussed the matter
among themselves, and, recognising the importance of
the possible American contribution, drew up a
memorandum on January 5, 1943, advising the
government that if it could not obtain the necessary
assistance from Britain it should turn to the United
States. Speaking with due gravity they declared :
“The present disturbed state of the Ethiopian
currency has a direct bearing on the potential
contribution of the Empire to the Allied cause. The
advisers strongly recommend that if adequate assis-
tance is not immediately forthcoming from His
Britannic Majesty’s Government, the Imperial Govern-
ment should ask the U.S. Government for the loan of
sufficient silver to obtain the necessary dollars™,
Doubtless to calm any fears that such action might lead
the country into excessive indebtedness, they added the
reassuring sentence that ““as the price of silver will in al]
probability fall after the war, this transaction should not
present any financial risk™,272

The British Minister, Howe, who tended to be Jjealous
of the emergence of American interests in a country then
largely under British influence, was not pleased by the
advisers’ move, which he reported to the Foreign Office
on January 9. Observing that “among the supplies which
the Ethiopians hope to obtain is silver with which to
secure dollars”, he reiterated his earlier belief that the
British should put pressure on Ethiopia to obtain its
acquiescence in their plans, and, referring to the adviser's
proposals of obtaining an American silver loan, declared,
**l imagine that the Treasury will not agree to this unless
they are prepared to modify their present policy of
driving Maria Theresa dollars from the country”, On the
question of American aid in general he added, somewhat
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sceptically, that:

“Lease-Lend is regarded here — but not by the
advisers — very much as an open sesame, whereby al]
the supplies required will be casily and cheaply
obtained™,27
The Foreign Office had, however, no wish to oppose an

Ethiopian approach to the United States, on which
Britain herself was fast becoming indebted, the more so
as financial help from America seemed to constitute a
means of saving expenditure by Britain. Mackereth,
commenting on the proposed Ethiopian  request,
therefore observed :

“'On the whole I think we cun but view with pleasure
the possibility of the United States taking a hand in
Ethiopia, it may go some way (should they respond) to
sparing our unexpected ‘cushion’ grant of £1,000,000,
and the loss of silver we can ill afford to spare for the
provision of M.T. dollars, | can think of no political
objection™, 27t
At the Treasury, on the other hand, the ofien testy

Rowe-Dutton reacied strongly against the advisers’ move,
not so much for nationalistic reasons, as because it
seemed to imply support for the perpetuation of the
Maria Theresa dollar, and thus an abandonment of the
Treasury plan for a currency linked to sterling. He
accordingly wrote to Mackereth. on February 15,
vigorously criticising  the advisers' statement, and
observing:

“It seems to me they are entering on  highly
dangerous  ground, They still seem anxious to
perpetuate the Maria Theresa dollar, and while we
recognise that in some particular cases it may be
desirable to pay native producers in M.T., there are, of
course, very large stocks in the country, and [ can sec
no justification for increasing those stocks. Certainly,
as at present advised, | should oppose any facilities
being given for minting additional supplics of M.T.
dollars™,

Waxing increasingly angry, he went on to declare that
the statement threw “a very disappointing light indeed on
the general attitude of the advisers towards our proposals
for a proper Ethiopian currency. Instead of fostering the
continued use of the M.T., which will provide no
permanent solution for Ethiopia’s currency difficulties,
they should be putting their whole weight into getting the
solution which has been offered them put into effect by
the Emperor™.

F'urning specifically to the advisers' proposal of
approaching America, he pontificated :

“Ifat this stage they want to come forward to ask for
Lease-Lend silver, 10 manufacture the new coinage,
that is quite another question, which would itself raise
manifold difficulties. As You are no doubt aware, silver
in the United States is one of the most dangerous
things to get mixed up with, and the political
repercussions of anything to do with silver are quite
unpredictable. [ would not agree to pledge our support
to an Ethiopian request for silver in advance of the
most careful consideration of the circumstances at the
time when the request came to be made™.

The Treasury official saved his final blast for the
advisers’ remarks about the possible future value of
silver, and declared:

.
| note that in the view of the advisers, the p;fi'.‘:pf
silver would now probably fall, after the war, so ﬂmtl
the transaction contemplated should not present nr;»
financial risk. 1t would be a bold man who would st.]s. (
anything substantial on this. Apart from anything else,
the whole of Europe will be short of coin, and if they go
back to a silver circulation, the resulting demand might
keep silver prices up for a very long time. I must say
that had I been drafting . . . the report, my concluding
words would have been *As the future of the price of
silver 1s wholly uncertain, Ilus_ lranlsacflon woul_d
involve \'cr)'] ﬁonselgcmb]c financial risks’ - that is
ing it mildly™.23
%':ils’rﬁl)‘utbursl seems to have coqvinc;d Markereth of
the dangers inherent in the advisers statement. Hc
accordingly wrote to Howe, on QA‘arch 17, echoing Ro'\\ e
Dutton’s view, that it did “indeed enter on very
dangerous ground™, and added: )

““They still seem anxious to re-cstablish the use of
“uria Theresa dollars, and while we recognise that in
some particular cases it may be unavoidable to pay for
native produce in these coins, when it is urgently
needed for war purposcs. on the other l‘t'and there are
undoubtedly large stocks in the country s y
Referring to Rowe-Dutton, but not mentioning him by

name, he added: “Our experts are firmly convinced that
silver currency is an unnecessary ‘luxt‘lr}' these da_vls.
Moreover, were Ethiopia to establish itself on Maria
Theresa dollars, it could not come into the sterling area,
and its trade would probably stagnate in conscquence”,
Repeating Rowe-Dutton’s comments, the I—o;'clgn‘
Office official went on to remark that the advisers
statement “throws a very disappointing light on the
general attitude of the advisers towards our proposals for
a sound Ethiopian currency, _conceived in an earnest
attempt to assist in the rehabilitation of Ethiopia (sic)
economy on modern lines. They ought to be putting their
whole weight into getting the solution which has been
offered, put into effect by the Emperor. .
“If at this stage, they want 1o ask for Lend-Lease silver,
to manufacture more Maria Theresa dollars, it is quite
another question, and would raise further problems; we
would not agree to pledge our support to an Ethiopian
request for silver without the most careful consideration
of the circumstinces. As for the advisers” assertion that
‘the price of silver will in all probability fall after the war
and 'this transuction should not present any financial
risk’, all I can say is that I understand that the I'u;un.‘ of
the price of silver, is, on the contrary, most uncertain, and
this transaction would, according to the best advice,
involve very considerable financial ris_.k. Pgrh:lps the
crucial fact”, he concluded, “is that silver is urgently
needed war material, and we, and _probably the
Americans also, cannot afford to see it frittered away in
unnecessary currency anachronisms like the Maria
Theresa dollar™ .27 -
Such observations on the assumed economic impli-
cations of an American silver loan failed to take any
account of its political implications, for the mere
possibility of the Ethiopizn Government's appealing to
the United States had significantly weakened the hitherto
monopolistic position of Britain vis-d-vis Ethiopia, and
hence the ability of the British Government to use its aid
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@s a means of imposing its currency plans on Addis
Ababa. The weakened British position was not lost on
Howe, who, commenting to Peterson on Rowe-Dutton’s
angry letter of January 6, and its assumption that the
Emperor could be pressurised into compliance with the
British will, sagely observed, on March 6:

“Practically, we should tend to drive the Emperor
away with our big stick. He would turn to the United
States of America, and we should look rather small jn
this event".2??

N SING PROBLEMS WITH THE MARIA
“\'FIEEI‘;ESA - EAST AFRICAN CURRENCY
EXCHANGE, 1943

The rise in the value of the Maria Theresa dollar, rr'_r-r‘}-

vis East African currency, continued _throughout this
period, as was recognised by the Ethiopian Government,
which raised the dollar’s official exchange rate from
1-875 East African shillings, as fixed on October 31, 1942,
to two shillings on January 22, 1943, Both rates were,
however, little more than book-keeping fi gures, for there
was no real obligation to follow them, which caused the
Press Attaché, at the British Legation, Molcswor;h, to
complain in June, 1943, tha!_sincc the exchange “is not
enforced generally, it is practically 1ncﬂcc1ua|_. . . except
in so far as it brings ridicule” upon official procla-
mations™.*?® The unoflicial rate, at which most exchanges
were made, in fact rose from 9-75 dollars to th_e pound, in
December, 1942, to between 8-50 and 7-25 in January,
1943, and reached seven by June.2?® [t subscqucnl_ly
dropped a little, to 7-25 in October, but had again
reached seven by end of November, 250

The dollar’s rise in value had serious consequences
alike for government finances, the trade structure, and
the wage earning community, The government, according
to the Emperor’s Commercial Adviser, A. D. Bethell,
“lost heavily”, for the British subsidy was still paid
entirely in East African currency, and taxes were'a!sn
largely received in that money, at the official, increasingly
artificial rate. Trade was adversely affected for, according
to the same observer, “the greater the value of the M.T.
dollar, the fewer the dollars which the Ethiopian export
merchant can pay to the peasant for his produce. Below a
certain M.T. dollar figure, it docs not pay the peasant to
bring in his goods at all”.?®! Wage earners paid in East
African shillings also suffered from the increased value of
the dollar, which resulted, as Stafford observed, in *a
severe loss to lowly paid government, and other
servants”™,**? and caused as Molesworth was to remark,
that it created *“an immediate 30 to 40 per cent cut of an
already minimum wage™.?%3 .

The only persons to benefit from the rising value of the
dollar, Molesworth argued, were money-changers and
small traders, largly non-Ethiopians, and “probably
mainly Armenians, Greeks, Indians or Arabs”, who made
“large sums from the comparqtively poor of the country,
by using every weapon in their power, to make vendors
insist upon payment in dollars, so t}_ml the elements which
receive their payment in East African currency may be
forced to exchange their pay through the black
market™, 28 ) o

The basic monetary problems resulting from the rise in



the value of the Maria Theresa dollar were subsequently
recognised in the British Government's Political Review
for 1943, which noted that “the unsatisfactory state of
aflairs, engendered by the concurrent circulation of the
silver dollar, and the East African shilling, continue with
the unhappiest effects on trade, commerce and social
conditions”, and added :
“The value of the Maria Theresa dollar had risen,
and was rising against the East African shilling . . |
“The real wages of Government employees
including the armed forces and the police, fell in
sympathy, since their wages were paid in shillings, at
the official rate of exchange, viz, two shillings to the
dollar. In many cases wages were months in arrears, In
the provinces the shilling would buy even less than the
rate of exchange fixed by traders in urban centres would

Justify. The resultant unrest and dissatisfaction formed

a danger which was apparent to all”,

The joint circulation of the Maria Theresa dollar and
East African shilling, as a subsequent State Bank of
Ethiopia report declared, was thus “most unsatisfactory™",
and the monetary situation was in consequence “con-
fused™.*** Elaborating on these difficulties the report
observed that the official rate of two shillings to one
thaler ceased to be operative, and that **on account of the
special preference for the thaler, as well as its intrinsic
value in terms of its silver content, prices in shillings
began to rise, and the market rate for the Maria Theresa
thaler soon became three shillings, Due to the shortage of
Maria Theresa thalers in the hands of merchants, and
rising prices in terms of East African shillings, it became
more and more difficult for exporters to buy goods from
producers, at a price which they could export profitably,
This had a most serious effect on the country's
expor(s™ 287

*Wide fluctuations in the value of thalers, in terms of
shillings”, the report goes on, “occurred between the

rainy and dry seasons, and a strong demand in
surrounding countries for Maria Theresa  thalers
created additional difficulties’ 268

The reasons for the chronic shortage of Maria
Theresa dollars were widely discussed in this period,
notably at a meeting at the Ministry of Commerce, on
January 9, 1943, attended by the Minister, Ato
Makonnen Hapta Wald, the British Commercial Adviser,
Bethell, and the principal merchants, namely, Weerts, the
representative of A, B. Besse and Company. D. D.
Nadel, M. D. A, de Clermont, P. B, Sheth, Munager of
Messrs. 1. Premjee, Nathoo Mooljee, Sheik Abdelrahman
Bazarah, Messrs. Myriallis and Pappahilippou, and W,
Hollander, Manager of Mitchel| Cotts.

An official report of this meeting, which last three-and-
a-half hours, states that the participants pointed out that
merchants could obtain dollars for the purchase of Maria
Theresa dollars in only two ways, namely:

“(a) by selling salt, sheeting, yarns, etc, for M.T.

dollars,

“(b) by purchasing dollars against shillings on the

black market . . ",

It was explained that the nagadis, or local traders,
believed that the thaler would “continue to appreciate”.
They therefore sold their export produce and hastened
back to the interior to make further purchases with
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thalers, with the resuly that “only about 25 per cent of thy

thalers paid out by export merchants remains in Addig

Ababa, or returns 1o Addis Ababa by the sale of import

produce”,

Turning to the question of the dollar-shillink rate, the
traders argued that the exchange had reached its then
undesirable level “not so much due 1o a depreciation of
sterling, as to an appreciation of the dollar™. Outlining
the main reasons for the dollar’s high value, the report
observed :

“(a) Probably the most important :

“Negadis and natives in the interior accumulate
large capitals in lire, during the ltalian occupation,
Since the conquest and especially recently, they have
been steadily converting lire into M.T. dollars, This
has created an unusyal artificial demand, which has
most probably now ceased.

“(8) A large proportion of available exports were not
lifted last year, and since September there has been g
rapid increase in the demand for dollars . . .

*(¢) Contraband export of thulers has played a more
serious part than is generally imagined. With good
motor roads it is far easier now on a big scale than jt
ever was before,

*“(d) Paying government personnel in shillings has
had an unfortunate effect. The recipients immediately
buy dollars and Banians victimise them over the rate”,
Emphasising the need to curtail the rise in the value of

the dollar, the report noted that it was “universally
admitted that Ethiopia cannot exist without a British
subvention, and she therefore has a paramount interest in
keeping sterling up and dollars down". The meeting felt
that on the basis of the cost of silver, 10-66 shillings to the
thaler, would be *‘a fair medium rate” as “proved by the
fact that it was casily maintained for over a year”, while
the heavy excess of imports over exports should “tend to
keep sterling up™.

As for the fall in the value of sterling, which had
actually occurred, the meeting declared that “the first
blow to confidence in sterling™ had been the “unfortunate
remark™ in the Legal Tender Proclamation of 1942, which
referred in passing to the future jssue of Ethiopian
national currency, as a result of which “Arabs (and
Ethiopians) began to feur they might be forced to
exchange silver dollars for some fancy lines in notes, They
withdrew their dollars from the bank and started to hide
them. To build confidence™, the report added, “will need
heavy government sales of dollars, Probably 2,000,000 at
least™,

Thought apparently in unanimous agreement as to the
causes of the currency malaise members of the meeting
found it more difficult to agree on any policy
recommendations. “The only conclusions on which all
merchants were agreed were (a) that a dollar reserve must
be recreated somchow, and soon, and (b) that it would be
preferable to pay personnel in M.T. dollars to avoid the
impact of large numbers of small sales of shillings on the
market. Pay day"”, the report adds, “means a 50 per cent
drop in the black rate. It is suggested that (as a temporary
measure) government might buy dollars on the black

market during the month, and exchange shillings for
dollars for their personnel. An alternative would be 1o
permit certain agents to effect the exchange”,

- ial Adviser, Bethell, then made a

'hc- _C]o m::-?fi?l:ahe admitted had “certain obvious
SL-’E;:CDH'U-L"‘ It was that the government should
mihcuiil;;-e ;:irculalion of two currencies, East Afric{sn
o b in the *“'big centres”, and Maria Theresa dollarin
sﬂéll‘l‘?ﬁ:clriar". Elaborating on this idea, he argued that
: e t's policy should be:
the E?(::)rr}no‘lc;rov?dc (ﬁr obtain) a sufficient supply of

AT, dollars to sell to genuine exporters for purchase of

c\f,;};;b'r?:nn[l)}ﬂ:y personnel in the big centres in shillings,

in the interior in M.T. dollars, . o

“(¢) To collect taxes and customs in the big centres

in shillings, in thalers in the interior™, . p

“(d) To sell impurls_l n .S.hllhngs in the big centres, an

in thalers in the interior™.

Bii?.::smg the rationale of these proposals he argued:
Tl naturally going to be an interim period during
u‘-.‘i-_.. sales of imports in the towns in thalers must
continue, in order to provide dollars for exports. Du.rmg‘
this interim there should bg some supervision ofcxclh.m'?-..
control, and of the implied prohibition in dealln%;_n
dollars and shillings, at other than the fixed rate. |ds
would permit merchants to draw on Aden in rupces.d:m
to buy dollars on the market, as formerly. It should b.c
remembered that sterling credits opened in Aden against
Ethiopian shipments, are only available in rupees in
Aden. The Banias need rupees, and would exchange
direct for dollars, The banks have no dollars, and c.;n
only give shillings against rupees, both complicating t ?‘
exchange, and making it more costly. The suspension o
exchange control would naturally cease as s00n as M.T.
dollars are available from the banks“. .

This proposal, we are told, *“‘met with general
approval™, but Wet_:rts, representative of the
important firm of Besse, vigorously dissented, declaring
that he was far from convinced by the above argurnems:
for he wished *“to abandon sterling altogether and go back
to a free dollar™.** In a subsequent memorandum, he
proposed that the British Government be asked to import
around 2,000,000 thalers, and to make them available to
Barclays Bank for sale to the public at a free market Iralc,
The véry appearance of these coins, he argued, would
reore the thaler to its desired rate which he fcI:‘ sure
v 1d be stabilised without any need to sell these coins in

o entirety, In this connection he recalled that the

ier's value in Ethiopia had remained stable despite
external variations as long as Barclays had helc[ the
reserve belonging to the Occupied Enemy Territory
Administration, and that it was only when these thalers
had been removed that the rate had begun to fluctuate
sienificuntly. The import of thalers he proposed would, he
explained, have to be accompanied by a decree annulling
the fixed value of the thaler, as well as steps to prevent the
smuggling of coins out of the country. .

Weerts declared that he was, however, g:cnvmccd lha‘t.
“nothing but the announcement of the arrival o_fthalcrf; .
would stop speculation, and that it would suffice to say
that the bank would sell at 8-75 dollars for the exchange
to be brought down to nine dollars, and so to even lower
rates. There was, he concluded, no other remedy, and
since the proposed thalers would assist in the export of
shins. wood, cereals, and other products necessary for the
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war effort, he trusted that the British Government would
listen favourably to his proposal,2%e

A copy of the report, together with the arguments of
Besse's representative, was duly despatched by Howe to
the Foreign Office. In his covering letter he observed, on
January 20, that the Opinlﬂl'!S expressed were “interesting
as coming from those with long experience of the
economic peculiarities of this country™, that the analysis
secemed “sound”, and showed “the disastrous results of
the arbitrary withdrawal of the M, T. dollar reserve, and
of the arbitrary attempt to force an immediate and
complete abandonment of the M.T. dollar as cur-
rency” 2% i

At the British Foreign Office, however, Ma}f:kcrcth was
not impressed. “The advisa.l-rs' arguments’, he com-
mented, “are most unconvincing as soon as they leave the
sentimental ground of the well-known attachment of the
Ethiopian to the thaler”. Irritated that the British
Minister in Addis Ababa should once more have
cxpressed approval for ideas deviating from those of the
Treasury, he angrily added, *We have already put the
firmly held measures, and Bank of _Engzlnz:md theories, to

s we, and need not do so again”,

M;nHE(i)thiopin meanwhile, the Maria Theresa dollar
continued to augment in value, and could often be
obtained only on the black market. On Febru_.ary‘?, Howe
reported the “virtual cessation of all dealings™ at the
official rate of 10-66, as a result of which exchanges had
gone “underground”,** while an East African Command
intelligence report, that muntl&. ]?tateg‘ the Bank of
iopia was refusing to pay out dollars.

EI%?diﬂ‘iculties crcgaled by the rise in the value of the
dollar, were so great, Howe argued, that employees paid in
shillings, and having to make about 75 per cent of their
purchases in dollars, were obliged to convert shillings
into dollars at “arbitrary black rates, fixed by small
dealers™, while at the legation, being “precluded from
dealing on the black market”, he had been obliged to pay
wages only in shillings.**> A month or so later, on March
3, the minister admitted that “our withdrawal of the
dollar has had a crippling effect on the financial
situation™,* and reverting to this question on .hf!y 3, he
reiterated that the thaler-shilling exchange had “caused
harm" since payment at an official rate in shillings, of
employees, who had to obtain their articles ‘l‘)i
consumption in dollars, had forsea on them *“a
progressive diminution of real wages™.® .

East African currency, at this time, was also in short
supply, as was revealed by the East African Command
Intelligence Report, for February, which stated that it
“appears to be vanishing from circulation as quickly as
the dollar™.**® Stafford, as Howe reported on April 20,
accordingly decided on the advisibility of :ntrgdus:mg
East African shilling notes, and requested “a first

nsignment of £50,000" 2
CDT;E monetary difficulties of the time caused another of
the Emperor’s British Advisers, Brigadier D. Sandford, to
write to his minister, the Minister of the Interior, in the
most emphatic of language, on April 21, as follows: ‘

“Your Excellency knows that I do not exaggerate
when 1 state that great hardshil? and discontent arv;

being caused all over the Empire by dlfﬁi.‘l.ll.lFICS: o

currency and exchange, and that in fact a very serious
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situation is developing.
“I warn the government that unless ste
r 'ps are taken at
o{lﬁchto find ? solution of the problems involved, they
will have to face bankruptcy and a da i :
el o ptcy ngerous internal
The Minister of I nterior is responsible for public
_sc;:nm)lr a;d for maintaining the whole fabric of
internal administration. It is therefore dj
deeply involved . ., ey wod
“I strongly urge Your Excellency to bri
5 X ing the whole
quest:o(rjl_bcl'orc the Council of Ministers, and to insist
upon discussion being made, and acti ak
forthwith” 300 R kR
In an accompanying report, Sandford discussed the
currency question in historical terms, and declared :
Any local merchant will tell you that the greatest
gra\x'baf_:k to healthy trade in pre-Italian days was the
uctuating value of the dollar. Dollars however could
always be imported. o
Today the same unhealthy condition exists but in
greatly exaggerated form, owing to the impossibility of
importing dollars™. i
The remedy, as he saw it, was to “pec” 1) iopi
& s peg” the Ethiopian
currency to sterling, but, there were “obvious difﬁcu?:ies
in doing this with a silver currency (impossibility of
geting enough silver; contraband; export; hoarding
ete.); aFdhtlc}:sb pegging’ to sterling must therefore be
accomplished by the introduction of pa ;
iy paper and token
" The mtmﬂuctiqn of a paper currency was however a
long term” policy which would “take time” firstly,
because of the need to print and import notes and coins,
and, secondly, to accustom the population to accept the
new {(:iu:r;ncﬁ. A short term policy to cover the interim
period, which would last “some years,” was 3
perir years, therefore also
Turning to the “troubles” which w
ning _ ould have to be
faced in this short-run period, he declared: “There is an
acute shortage of dollars ‘above ground’ and owing to a
variety of causes, the native will not accept E.A.
shillings but only dollars. There is also a great scarcity of
small change of any sort™.
Another problem Sandford saw was on i
E e which had
concerned o‘lher ohscr\'qrs, namely that whereas the
British subsidy was paid in sterling, the Ethiopian
Government, not wishing to dissipate such reserve of
dollars as they possessed, and being unable to purchase
dollars at the current rate of exchange, were forced to pay
soldiers and employees in shillings, at a rate of exchange
approximate to that ruling when the subsidy was first
fixed. Soldiers and other employees were however
](:bllgcd to pay for their supplies in dollars, and therefore
ad to change shillings into dollars, their difficulties being
mhorcover increased by lack of small change. They were
therefore suﬂ‘cnn_g “real hardship”. Emphasisif\g the
seriousness of this state of affairs, he prophesied that
the situation will not get better, but worse, if no action is
taken, and an_‘impasse’ may be reached, when the
Government will have the choice of bankruptey and
serious internal trouble. :
“From the aspect of trade™, he added, ituation i
] f , “the situation is
cqually difficult. The merchant can only purchase
produce with dollars, or with imported goads. The dollar

is steadily rising against him, and imported goods
hard fo_r him to obtain™, Despite lﬁis diﬂﬁ:ully
emphasised that the purchase of Ethiopian preduce’wa,
important to Britain, and was “definitely needed for t
war effort™, |
Another problem, he asserted, lay in the fact that ¢
shortage of currency was also “acute in other countries”
It was tltcrqforf: “an effort” for the British Government
supply Ethiopia with East African currency, and it way
quite possible that it might in fact refuse to do 50,
particularly in view of the “uncertainty" as to Ethiopia’
currency future, h
Turning to his proposed
adviser remarked :
"Iftf:lCI'c is any alternative to ‘pegging’ the curre
to sterling, this has so far not bc{:ﬁ%un:'assed. On [11;:
other hand, entering the ‘sterling group® will carry with
it obvious benefits. Ethiopia will no longer be lef
isolated, with a fluctuating currency, Her currency wil|
be established, and she will obtain complete freedom of
transfer of funds, inwards and outwards, within the|
sterling group: and it must be remembered tha
payments for iniports, today, are mostly in sterling”,
'I.'.akmg 1ssue with those who objected that there would
be “loss of prestige™ in locating the Ethiopian Currency
ll‘io:u_'d in London, instead of in Addis Ababa, he replied
This is perhaps a little far-fetched, secing that the
knowledge of what the currency machinery consists of, or
what the Ethiopian Currency Board is, will be known o,
or comprehended by exceedingly few people. It is
reasonable to suggest moreover, that there is a certain
prestige to be gained by being admitted to, and known to
begn% to the sterling ‘bloc’ °,
_ Elaborating on the advantages of locating the i
England, he argued that the c‘igﬁties of s:.u:hg a bﬂt:ggrg;;
to be performed in London™, for “taking wartime
communications into account, it would be difficult to
supervise their performance from this country™, the more
so as the British Treasury made the location of the board
in London “a sine qua non of co-operation”.
Sandford went on 1o propose the establishment at the
§late B‘?nk of a reserve of $4,000,000, which would
suffice™ to enable the local dollar-shilling exchange to be
restored to, and maintained at, parity, i.e. two shillings to
the q-:)rim-_. The proposed reserve, he added, should be
provided in “roughly equal amounts™ by the British and
Ethiopian governments, this being done in the case of the
former by paying the next subsidy instalment in dollars
An alternative 1o the above plan, he explained might
be to endeavour by means of the same reserve, (o s,tabil_ise
the dollar at the rate of 2-5 shillings, or eight dollars to
the pound, which “could more easily be done™. The
dlﬂicuIE:\- of the latter policy was that the government
would still find itself compelled to pay its soldiers and
cm_plo}'ﬁes in dollars at the old rates” and would ;‘vcr)f
quickly™ get into “serious financial difficulties” unless the
British _subsgdy was “increased . . . to meet the extra
expenditure involved™, Even then the government would
be obliged to enter the local market to get its dollars, and
thcrﬁ Wwas no guarantee that such large purchases would
not “"put the dollar up to £6 to the pound™,
The disturbance of the local market by government
purchases of dollars would be avoided. he argued, if the

“long-term  policy™ th

British Government would agree to pay in dol %&1’
ortion of the subsidy required for disburseni€nts in
salarics, an

;:;i;h-apcmted Middle East Supply Corporation should
likewise be made with dollars which should be supplied
by the British Government, at the cost of less than 2/~ to
the £1, for it would make no financial difference to it
whether payments were effected in sterling or in dollars,
at that rate.

«There is good reason to suppose”, he declared, that
the above policies would stablise the dollar-shilling
exchange at two shillings to the dollar, rather than 2-5
shillings. “To make assurance doubly sure™ he
nevertheless proposed the following additional measures:
“(i). The strictest laws against contraband should be

enacted and enforced.

*(ii). Strong representations should be made to the
M.E.S.C. to increase Ethiopia’s import quota for trade
roods.
£ *(iii). The ban on the transfer of sterling balances,
out of the country, should be lified. These sterling
balances”, he added, “are not wanted here; their
removal will leave less sterling with which to buy
dollars, and so remove one of the factors liable to
disturb the exchange. This should be done either
forthwith or, at any rate, some three months before the
date decided upon for pegging the dollars.

*(iv). Legislation should be enacted and strictly
enforced for the control of prices of imported goods.

“(v). Careful consideration should be given to the
possibility of the government purchasing and issuing to
the soldiers, police and government employees, at
reasonable prices, their foodstuffs, and other neces-
sities which they require™,

The above proposals, he concluded, had *not touched
upon the serious shortage of small change”, an “obvious
solution™ of which would be the import of coins from
Kenyva, though there was no assurance that they might
not “go to ground as rapidly as did the last consignment
of copper coinage imported from that country”, and it
was “out of the question™ that the Kenya Government
could “supply a sufficient quantity of subsidiary coinage
to saturate the territory™,

A copy of Sandford's memorandum was duly sent by
the British Legation to the Foreign Office, which
submitted it to the Treasury, where it was perused by the
ever dogmatic Rowe-Dutton, who observed that it
revealed that “the real difficulty” of the Ethiopian
monetary situation was “appreciated”, and added:

*1 also welcome very much Sandford’s approach to
the difficulties raised by the currency board. As we
know, we have attempied to approach that set of
problems in a helpful and disinterested spirit, and 1
still hope that, if the advisers give us full support, we
may get the scheme under way™'.

Though thus far appreciative of the adviser's
memorandum, the Treasury official nonetheless declared
that there was *a great deal in the rest of Sandford's
memorandum with which I vigorously disagree. Funda-
mental is the failure to realise that the price of silver is
not, and cannot be pegged”. He also did “'not appreciate"
the suggestion that “all prices in Ethiopia must
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at’
n- .
d to meet local dollar expenditure, i.c."abput, .
hirds of the subsidy. Purchase of cereals for the——

fieces<arlly rise in the same proportion as :

} >"s", he added, “is clearly a mos:h:a?}:::ozr
gL Pyt L 5
~ situdtién for the Ethiopian Government to get into, ang
“you'will see that, if you push this to an extreme case, the

subsidy for £4,000,000 would be worth very little in terms
of goods in Ethiopia. You would, indeed, have all the
symptoms of a first-class inflation with which the
Ethiopian Government might be powerless to deal™.

Rowe-Dutton went on to declare: “such things as, for
example, house rents and similar contracts must be met
otherwise than in M. T, dollars, and it is essential that the
whole commercial activities in the country should be
fundamentally based upon East African currency with a
minimum of Maria Theresa transactions with up-country
natives. If the latter insist upon dollurs, they must meet
such resistance that they will be forced to accept fewer
dollars for their products, or in other words, there is no
reason to give them additional amounts of East African
currency for the same amount of goods™.

Turning to the attitude of the Emperor’s British
advisers, Rowe-Dutton concluded in somewhat bigoted
vemns:

“I trust that you and Howe will do your best to get
the advisers straight on these fundamental matters. |
quite understand that the advisers should represent the
Ethiopian point of view very strongly. But it is very
disappointing when both Sandford and Stafford take a
view on these silver matters which is not only
diametrically opposed to our own, but is also
manifestly unsound. This is letting the side down with a
vengeance, and does no good either to Ethiopia or to
ourselves™. 3!

Other British officials, however, saw the matter very
diffierently, R. E. Cheesman, the Oriental Secretary of the
British Legation, and a man with long experience in
Ethiopia, drew up a report on May 25, in which he put
the blame for the financial difficulties on the introduction
of East African currency. Arguing that the Ethiopian
State was far more cohesive than foreigners might assume
he conceded that monetary problems nevertheless
constituted a potential source of trouble. “The ciazy
structure, which best describes the Ethiopian empire™, he
declared, “'is held together by a mysterious magnetism
which is incomprehensible to one who has no more than a
superficial knowledge of Ethiopia, however wide may be
his experience in the Middle East, or of British Colonial
governments'. Turning specifically to the introduction of
East African currency, he drew a sympathic picture of the
difficulties of the peasantry, and observed:

“the change over of currency is causing uneasiness, It
hinges on the M. T. dollar. Little dislocation is caused in
towns. by the introduction of a new coin or notes, as
the trade there is handled mostly by European traders,
but the vast population in the provinces - from which
the food and the wealth and the revenue is drawn - has
been wedded to the dollar for nearly two centuries.
Change here can only be brought about gradually. the
farmer who carries the proceeds of his sales from the
weekly market, prefers it in dollars, he has no umbrella
of protection from the rain, and if he gets wet through,
as he often does, his dollars are unharmed. If the same
amount were in paper money, it would be pulp and
valueless. He has no safe in which to keep his money, so
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he buries his dollars in secret, in the soil of the floor of
his hut, and it is there that he wants it. Paper money
would be eaten by white ants. If he takes his money in
East African shillings, to the silversmith, to have silver
ornaments made for his wife, the melting process
discloses that there is little or no silver”.

Turning to the manner in which the thaler had survived

the Italian occupation, Cheesman observed :

“The Italians with their army of 300,000 men,
managed to force the acceptance of paper and metal
lira on people of the towns, but they did not succeed in
ousting the dollar, and had to come back to it in the
end.

“The Ethiopian has recently seen the lira become

worthless, while the dollar has soared. The arguments
and theories of high European finance carry no weight
He is a realist and belicves only what he

with him,
sees’’.

Explaining why the coming of East African currency
the Oriental Secretary ex-

had produced difliculties,
plained:

“The attempt to introduce the East African coinage,
tutelage, has precipitated a
cven in Addis Ababa, and in other
districts, where troops and government wages, which
were fixed in dollars, are paid in East African shillings,
at the rate of 2/- to £1. Even a mile outside Addis

without preliminary
critical stage,

Ababa, the shillings have to be changed into dollars

before food and country commodities can be

purchased. The present rate is $6:50 to the £1 — the
employee standing the loss in exchange".

Cheesman, whose approach to Ethiopia was thus very
different from that of his compatriots at the Treasury, and
even at the Foreign Office, proceeded to explain that the
above situation had been “foreseen™ by the Emperor,
who was “now seriously worried”, though, apart from
“individual grumbling"”, there had been *no signs of
wider disaffection™.

The Oriental Secretary therefore concluded in basically
optimistic vein by declaring:

“Provided the currency crisis, which is now acute,
can be solved, there is no reason whatever to anticipate
any serious deterioration in the internal situation. This
may however arise if the currency situation is allowed
1o get worse™,

Cheesman’s arguments, as might be expected, failed,
however, to convince Mackereth, who saw the problemin
somewhat wider terms, and commented:

“I shoulld hesitate to endorse Col. Cheesman’s view,
that the essence of the crisis lies in a shortage of M, T.
dollars. Even payment of the subsidy wholly in M.T.
dollars, were this physically possible for us, would not
solve the problem. The true element of discontent
seems 1o lie rather in a shortage of consumers’ goods,
due to lack of shipping, and other war circum-
stances’ 32
The problems arising from the shortage of Maria

Theresa dollars, shortly afterwards, gave rise to an
interesting dispute, which came before the Ethiopian
High Court, on June 15. The case arose out of a contract
of September 27, of the previous year, whereby a trader
agreed to purchase fruit from the Emperor's orchards, at
a price expressed in Italian lire, but payable in Maria

(]

Theresa dollars, at the rate of 43 lire to the dollar, Thj
agreement, it should be noted, had been made amonth g,
so prior to the Ethiopian Legal Tender Proclamation,
1942, which had declared Maria Theresa dollars and Eag
African currencies, the country’s sole legal tender. Th
dispute arose from the fact that the orchard demandeg
payment in dollars, as specified in the contract, whereg,
the trader would pay only in East African currency.

The judges, who were presided over by an Israclj
Nathan Marein, recognised, on the basis on the Lega)
Tender Proclamation, that “it is obvious that in thi;
country, we have two legal currencies, and that paymen
may be expressed in any two”, and stated that “in oy
opinion, where the price was fixed in one of the twy
currencies, without inserting a special provision thy
payment must follow in that currency, the debtor may
pay in any of the two legal currencies at the official rate”,
In the case before the judges, however, “the mode of
payment, as well as the currency to be used™ way
“expressly laid down”, and “formed an essential
condition of the contract”, They therefore concluded,
“we . . . see no reason why the defendant should be
allowed to pay in any other currency than the one
contracted for™,

Coming to the core of the case, the Judges noted thay
the defendant admitted that he had agreed to pay ip
thalers, but pleaded that he could not do this, as these
coins were unobtainable, except in the black market. His
contention was that “‘since it is impossible to obtain thaler
currency in any other place than the ‘black’ market,
where he must pay 7 (seven) thalers to each 20 E.A,
shilling note, he would by so doing, contravene the law,
and not wanting to contravene the law, he cannot
possibly fulfil his part of the contract”. Rejecting this
contention, in a ruling which recognised the well-
established character of the black market, the judges
declared :

“it is a well known fact that the State Bank of
Ethiopia, the only bank functioning here, does not give
thaler exchange for East African currency; fuithei-
more, that nowhere can anyone in Ethiopia get that
currency unless he buys from the ‘black’ market, ¢r
from merchants, at a ‘much higher rate of exchange
that the one fixed by law, and that even the most
respectable members of the community, the bench not
excepted, must, when they have to buy certain
necessities, or pay wages, have resort to that market,
and pay a much higher ratc of exchange, than that fixed
by law. We have therefore no hesitation at all in
believing the defendant that at this moment he can get
all the thaler exchange he wants from the ‘black’
market, at the rate of seven thalers to 20 E.A.
shillings”,

Rebutting the defendant’s plea that he could not legally
have recourse to the black market, Marein and his
colleagues observed, “the obvious answer to this point of
his defence should be that if he does not wish to
contravene the law, he should lead the police to the place
where these thalers are obtainable, and they would force
the said money-changers to give him the thalers at the
official rate™. Recognising that this argument was,
however, only theoretical, the judges declared:

“We say the answer to his defence ‘should” be

in fact, it cannot be for the simple reason that
b“fa..ulfﬁié?i{ies have deliberately allowed this law to
mﬂ .into disuse. The authorities concerned have, we
i:pposc» for good reason, stopped all proseculu:rl
under the said law. Notwithstanding this, we regret to
that it is by law still a good defence to the
dc);endam‘s contention of impossibility of performance,
because the law is still on the statute book anq,
theoretically at least, the police would interfere. Until
that law is taken from the statute book, we cannot take
any judicial notice of its disuse. It is for the financial
and legislative authorities to put their heads together
and find a way Gl:lll of the thaler dilemma. A court of
iustice cannot legislate™, .
'lFli::ujfl:l:ges thcr:ﬁbrc concluded that “the defendant’s
argument of ‘impossibility of performance’ falls through
pecause on his own admission there are sufficicnt lhlalcrs
in the market, and he would not have been bc:tc; oﬁjll'lhc
rate of exchange would have been fixed by notice in the
(:i . at seven thalers to 20 E.A. shlllmgs, the r:‘l_l(;”!:c
says he can buy thalers at from the “black” market” #**
This decision, which tendcd_ to reinforce the M_ﬂrm
Theresa as the country’s premier currency, was brfeﬂ)'
reported in the Ethiopian Herlafd. _of' July 3, and created
some excitement in commercial circles. On July 10, the
Chaplain of the English Church, the Rev. A F. f\fiz‘.lll.l'a::wt
wrote to the newspaper on behalf qf_ many b:atdps
mysz!”" to enquire how contracts spcclhc:llly‘!myablc in
dollars could be honoured, for, he declared, “The State
Bank will not let me have any. I know no way to get lhcr!1
except in the black market, where I shall have to pay at a
rate of exchange higher than that prescribed b‘y: the
government, which is against the law. Am I”, he
dramatically inquired, *to break the law in order to fulfil
the law?3® A correspondent, who mgnrﬁi himself
E.J.E.L., replied with equal logic, that though “the risc in
the dollar™ had “created a difficult situation™ in that
“some people, through no fault ol'_thclr own, find that
their position has worsened considerably”, he would
“point out that if persons, contracting I'ree]y. choose a
particular method of payment, they must abide by such
choice™ 3% ) . .
The purchaser of the fruit had meanwhile appealed
against the High Court’s ruling that he was obliged to
make pavment in Maria Theresa dollars. The case came
to the Supreme Imperial Court, which met in August
e Presidency of the Afa Negus. There the Acting
Judiciil Adviser put forward the argument that the
contract under discussion was “really for payment of
M.T. dollars as bullion, and not as currs:nc}"'. but I‘}IIS
contention was rejected by the court, which overturning
the previous decision, ruled that “even if the respondent
had been entitled to claim payment in coin M.T. dollars,
from a currency point of view he had not suffered any
damage by the appellants being unable or refusing to
hand over the actual M.T. dollars, and tendering the
equivalent in E.A. currency at the prescribed rate of
exchange”. The judges pointed out that government
taxes and customs and excise, thou_gh expressed in
dollars could be paid in East African shillings, at the rate
of two shillings to the dollar, and that goods could be
purchased from merchants at the same rate of exchange.
The court’s decision was of interest also for its
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recognition of the monetary difficulties then faci
Cﬂunglrr- The judges thus spoke of the gowafmsnmml{'-’:
“difficulty in having two standards of value at the same
time, namely the M.T. dollar, which is on silver standard,
and E.A. currency, based on gold”, and added: “This js
an illusion in practice, unless steps are taken to maintain
equality between the mint ratio and the bullion ratio. The
present rate of two E.A. shll!mg§ to one M.T. dollar is
artificial, and does not maintain that ratio and the
undervalued metal will drive the over valued metal out of
circulation. Merchants who are paid in E.A. currency
cannot therefore be expected to pay their debts in M. T.
do'ligﬂ?jﬁdgcs concluded by referring to the bI:}Ek market
in thalers, and gave it as their opinion that “it was no
offence to purchase M.T. dollars, or E.A. currency, ;n a
rate different from the prescribed rate of exchange™.**¢

The court’s decision seems to have given general
satisfaction, and caused C. S. Collier, Governor of the
State Bank of Ethiopia, to write to the Ethiopian Herald,
oa September 4, to recall “the opinion of one, TI&omas
Gresham, now long dead, whose reasonings cnd‘l:lrc ¥ lh_al
“bad money drives out good”. “'So it does”, Collier
commented, “even to this day™. 3% .

The continued popularity, and increasing value, of the
Maria Theresa dollar did much to prevent East African
currency from gaining any great increase in circulation.
On July 12, the BritishI Mini{sitcr noltqs lhatf bErl{})l:lng‘m :.;a:.

orb apparently unlimited quantities o 2 g
E‘:}él Aﬁgn coirfs,m but he reported, on July 24, that
both Collier and Stafford “agree that saturation point has
been now reached, at least for E.A. paper”.**® The
position towards the end of the year, was summed up by
Stafford, in a report of Noven}be;r ?D, th‘.:‘h explamt?d
that though “the use of the shilling™ had l'r}crea‘sed in
local markets” the Maria Theresa dollar “retains its
popularity, the more so, since its rise. The ‘Eongcr the
present arrangements persist”, he added, “‘the more
firmly will it be entrenched™.2'® o

Acceptance of East African currency was often limited
to the smaller coins, which were used in conjunction with
the Maria Theresa dollar, rather than to the notes which
competed with it. The result, as Stafford stated in the
above-mentioned report. was that “there was a shortage
of East African coinage: notes were at a discount to the
metal shilling and five and 10 cent pieces were worth
twice their value as small change™. On the other hand the
one cent piece was *'not acceptable at any price”.*!

The chaotic circulation of East African currency was a
cause of distress to the British in Ethiopia, who tended to
regard it as a reflection of opposition to it on the part of
the Ethiopian Government. Moleworth, of the British
Legation, for example, complained that “the Ethiopian
Government has taken no steps whatever to persuade its
populace to aceept shillings, to appreciate the facts OF
currency, even to explain to them the denominations .o
the coinage, and their relative value. Indeed, so ludicro J‘s
has the situation become™, he added, “that two Slxpcncusl
are of higher value than one shilling; indeed a'"r_tc\:-
sixpence is occasionally exchanging for an (:-11:1‘SI11r Ing,
while 10 cent pieces may be exchanged at six fos t}::
shilling (instead of 10), a five shilling note may be worl_”
only three or four silver shillings, a pound note wi
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generally be refused, and even — since the population
cannot read, and has never been instructed in the
currency —a pound note and a five shilling note, which are
the same colour, and superficially similar, may be
interchanged by the dishonest, without any appreciation
of the deception among those of simpler mind" 12
Concern at the monetary complications of this period

was in fact frequently expressed in British eircles, Howe
for example complained, on July 3, that the Ppeasants
continued to display their traditional “reluctance™ to
accept token currency in any form, and that as far as East
Alfrican currency was concerned, “The coins are disliked,
but must win acceplance. It is unlikely that Paper will win
any confidence outside the towns for a long time" .3 The
principal measures then being considered by the Financial
Adviser, to popularise this currency, he stated, were the
sale of all imports, exclusively in East African currency,

and the abolition of the legal status of the dollar, in the
hope that it would “continue in use solely as customary
coin, with an uncontrolled rate”, Howe nevertheless
if further supplies of silver could
be made available for the production of this money, it

would "unqucslionably assist our urgent operations in
Ethiopia™, such as the purchase of grain, and the
production of rubber, though he added that this could
“not be considered 1o be in the best long term i nterest of
the country jtself™ 314

Appendix: The British Press Attache’s Views on the Marja
Theresa Dollar

In June, 1943, H. D. Molesworth, the Press Attaché, at
the British Legation, in Addis Ababa, drafted an article
on Ethiopian monetary problems, at the behest of his
Minister, Robert Howe, who on June 21, remarked that
he considered it “inaccurate in several details — although
written in consultation with Stafford”.

The article, which does not seem to have ever been
published, contained an interesting discussion on the
fortunes of the Maria Theresa dollar, in which its author
declared:

“At the commencement of the Abyssinian campaign,
the British Government introduced a large number of
dollars into the country . . . At the conclusion of the
campaign . . . the British authorities, in Nairobi,
continued to circulate dollars throughout the whole
country, and in consequence reconditioned the people
to the use of dollars, Unfortunately, however, on the
retirement  of the military, dollars were again
withdrawn from the market, although no acceptable
currency was available to replace them. At the same
time, the lack of imported goods led to a situation
where little could be purchased by any Ethiopians, who
were receiving any cash payments, and consequently,
since there was not much use for currency, as currency,
except in a few sophisticated areas, dollar hoarding,
and the demand for dollars increased, and as a further

any case casy to achieve in Ethiopia. Difficulty has also

en caused by the shortage - small change,
which may at Jeast in part be the fault of the British
Government”, 318

This latter admission may well have been one of the

(]
pary
ta

reasons for the non-publication of the article.

FURTHER TALKS ON THE BRITISH PLAN, 1943
it became i'm:ra:-:xsingi,r
evident that the British scheme for an Ethiopian curren
linked to sterling, and issued by a currency board in
London, had given rise to far more serious Ethiopiay

view, and reported to the Foreign Office on April 30;
"I saw the Emperor last night, on the eve of my
departure for Cairo, to discuss closer economic uniop
of Middle Eastern countries, and | reminded His
Majesty, that any plans for Ethiopia’s participation iy
such a block, and any benefit she might hope 1
receive therefrom must be largely illusory, as long ag
Ethiopia’s currency remained in its present unhealthy
condition’,
Elaborating on the currency
“I warned His Majesty that currency situation wag
deteriorating. Dollur is now quoted at seven, and there
is increasing difficulty in paying administration and
army. In view of risk of bankruptcy, and danger 1o
internal security, | begged His Majesty to take steps
which we had advised to Pput currency on a secure basis,
“His  Majesty”, Howe declared, “agreed thar
currency position was detrimental to the welfare of the
country, but said that he was unable at the moment to
give me any definite answer, He admitted difficulty was
in currency board in London.
“It is clear from the Emperor's admission”, Howe
commented, “that Ethiopian Government regard the

Ethiopians are particularly addicted” s
The British Adviser to the Minister of the Interior,
Colonel D. Sandford, also continued his attempts to
persuade the Ethiopians of (he value of adopting the
proposed new currency, and, Howe reported, had
“drawn the Eovernment's attention, in blood curdling
terms to danger to internal security in rise of dollar™ 317
The British Minister shortly afterwards learnt to his
distress that the Emperor was receiving private advice on
currency matters from an unidentified economist in
Britain, He #ccordingly reported to the Foreign Office, on
May 2:
“I hear from a very
source thut the Emperor is being advised on currency

4s to advice which this economist has given, but [

gather that it is directed towards reconciling divergent

views of the Treasury and Emperor on the matter of
location of currency board™,

Despite such advice from the unknown economist,
Howe stated that his Ethiopian source had assured him
that the currency question would “probably” be decided
“in the next week or two", and he added, with self-
satisfaction, that the Emperor had been “much
impressed” with his earlier “talk™ about currency, 8

Mackereth, on recciving the above telegram, guessed
was in fact Professor

that the “economist in London™

ley Jevons (see Appendix), the Treasurer c‘l]rhl?g
S Association, who, as he noted, had he
e chairs in economics in South Wales and
UHVE & the rest of the Minister’s telegram, Mackclpth
Burma. On timistically commented, “It is encouraging
sumc“ﬁhlll]?np]pc.or has been stirred by Mr. Howe's
;ﬂ?,:o;ifiun, and that a ‘decision’ may soon be
w319 s
macmﬁd&is Ababa, meanwhile, there were continued
in sions on the British proposals. On May 10, the
dlscuf- r called his Financial Adviser, and tqld hm:.: as
Empff?‘r subsequently recorded, that he wished “‘the
e ]:“-‘7 roblem to be considered by a joint commission
currul:i‘l:ﬂ and ministers, under the Presidency of the
‘j{tjﬂiﬁgc}t&ﬁhe Interior, who would report their findings
o T 320
15 Thcgfl:?;pl';;?ira.l'unhcr audience with the Emperor, on
.SI.'1| 30 when, he records, he argued “that in the absence
Med ccr,\-cs the government had no alternative but to
n‘f o 1 the M.T. dollar for official purposes, and to
A% ¢ E.A. shillings the sole lugai_tundcr_.l Hfs Imperial
t\]Li esty”’, the financial adviser continues, “asked me one
5 ‘Ilwu ql.;c:'.tions, and seemed to understand the point at
‘U”- He then enquired if 1 had made this recom-
Mu:i- tion, because there had been no decision ahoyll the
ki J~  board. | said | had. The situation was critical,
ClI:ir'in}::d to deal with facts, not hopes. His Majesty then
& uirc‘d whether I would still advise the measures I had
emtij'ned if the currency board were approved. I said that
?LIJJ"il co;lsisleml)' advised His Majesty that there was ?10
fms?l solution to our currency difficulties, otdhc_r;dhin :h:
introduction of a new currency on the lines advis y | ]
I];"ti:;h Government, and that there was no practica
alz::rnalive to their scheme. The M.T, do_liz}r mu;t oeczlls% ::;:
be legal tender, when the new currency is intro : éll?‘:m‘it it
the acceptance of currency board sghcmc._uouh i o
about nine months the period during whlchTtI c Ig:ilish
scheme would have to be maintained. The i
g svernment had s:tidd] Ith:u :hz_vi fwt?lliﬂ'dw]:r[:v::s:d ne
subsidy payment in dollars, an X2 s W e
cxuh.'mgc purposcs._over lhl:ﬂ ].‘![.ri. s & i )
ients I had advised for stimulating the shilling w
g:i[(:;dt::iimql ]thought we could do a great ]LIr.'al _T.onﬂltldiz
restoring the du]]:urk t:]} a s‘.'nire tc‘::glt::itl;l ;03:1;:1::6 s
ial Majesty asked several ques '
!‘Trrr‘flrl?)l |n.']]inI§'r as to how long it \\'O_Li]d blcbllacli(:r:. 1111;
could transfer the control o' it 1o Add:n. Ababa, ;:-t I
sow point developed. 1 repeated several times ll a i
regarded the situation as very serious, and lﬁmt ]“;11:1.6
pr:ss for immediate dccmmn_. 1 siut\ﬂli’ that B
consulted all the advisers about it, and they aut! c_nn?csm %
to say that they shared my views about the critica gn
which had been reached, a]n;]i c\?nsdnlirc?jd ‘t"?;;lr%iaf:;:; on
some such lines as those T hud advisec mus akece at
ave instances to show that silver is now a very
;P::i‘o:lsgm:lul, and that it is USClebZ I'o\r E:E::ﬁ]za[l;tg]lllisz
10 at t to control it as a currency sys . d
\\-Lcr::: l?:cn‘liﬁg melted down and smugeled out 1% b-;;:s
Although the discussion ended with a promise yd :
Imperial Majesty to consider my representations, an 0
give an early decision on them, lhc_qucsuon of currf.:n::‘:\
constantly came up during the remainder ol‘lhp mﬁr‘»‘:cm,'
and 1 left with the impression that His Majesty
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appreciated the gravity of the situation, ang
n]:?u's own mind admitted that speedy accepts
new curr.ncy proposals is the only sausl‘af:_tory
hope he is on the point of adopting them™,

had, in facy
lance of the

answer, [

Elaborating on his conversation with the Emperor, the

financial adviser also reported:

“I informed His Majesty that the British Govern.
ment had agreed to return the dollar dl\'is;pnury
coinage, removed from Addis Ababa, and to raise no
charge for it, beyond the cost qf transport. H.Is Majesty
expressed pleasure at this. I said that there was a’usef_ul
quantity of E.A. coinage on the way here from l\{.:\n'}.il,
and that I hoped it would arrive about lhlcll:nd of ichl):
but that shipping difficulties might delay it. 1 m.o. I“‘{
opportunity to point out how undesirable it was l[}.f
His  Majesty should be dependent _upon ot hir
governments for his currency. It was always I.Ii strugg. e
to get [resh supplies of coin, because there \m; a g];c:l
demand for it in the countries served b,\' t ¢ E.A.
Currency Board. If His Imperial Majesty Iud.!n:ﬁ Ip\!\ 13
currency we could at least control suppl_xes,r -:rlzrl ]13 : t.?
world situation did restrict the quantities .u.n.;l e. 1
felt that His Imperial Majesty could count |:|pon}t e L\l“l
operation of the British Government to make the nlt
currency workable by arranging for adequate :.u]:lpI IIL\
of coin. 1 was in favour of putting the d? 1(1I‘
divisionary coin into circulation, as legal lcn_dclr,' |r§lf.
to both the shilling and the dollar, at the officia parity,
and His Majesty requested me to draft a p_roclarlnat:on
to that effect. He also requested me to consider whet her
it would be possible to take action against currency

ALt - ]
l!t?::f::zt];, on reading the above report, bricfly

annotated it with the cynical observation:
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“Words of wisdom to Whilclh it i:l tol:)ct?‘?gd His
j is Ministers will pay due heed" .
m:i?\?hirc“ﬁl;%ddis Ababa, Stafford wrote anothca: utr‘
his long reports, on l\r‘{aylf ZIa on Ethiopian monetary
in which he declared: . .

prab.]leg;,icl':i:: is now in a welter of d1l’ﬁcu!uc‘s ?\'c?
currency, manifestations of which are a shor}l.%gbt .‘).
M.T. dollars, and of small change. The M.T. do .11;‘ m[
risen to a price of 2/6d. (as compared with the 0. “.' 3.\
parity of 2/-), and East African copper coins h.m_}:l
special value of their own, of about 70 cents to }10
sterling. A great expansion of cereal purclh.m.:.' bl:
which dollars are declared to be the only -ICCC‘]}T‘J_.l:
currency, is the chief of a number of reasons for the r]ts:j
in the dollar, and the disappearance of the lire, couphzl:
with an insuﬁicicnth supply tgf copper coinage, has

about the shortage of coin™, i .
tllzr:cl;%llil;g the origins of these problems, the hnaq;:al

adviser frankly admitted that “the difficulties began w 32

the British Military authorities, having refused tt}o m:nli’.:ﬂ

further M.T. dollars a;{m]ab!s:, removed their substan
< hat coin to Harar”. .
sltghs :]hrel S::ltbscqucnt riscdin the value of the Maria
ar he continued:

Thcr‘c‘?ocrmflol:l:' mucnths after this the dollar held firm tg
the parity which had been comfortably cr:':lalr';téx;l:zc
since April, 1941, i.e. 1/10}d.. but in mid-Octo! i
cumulative effect of the known absence of a rf:"d l‘hr:ir
Government’s disregard of warnings to husban



: i i h 9 of Hijs Excell :
. . i " t buy lines suggested in Paragrap 7 c cellency’s
holdings, and strong demand for dollars to purchase financial adviser reiterated the British M ilitary Adminj, dollars for a pound now,l and ﬁ: “eitczflr\lvr:;' o Memomndul‘"_’ never was within 'lhc bounds “of
cxport produce in areas where the shilling is tration’s  responsibility for much of the troupj a:\r'ﬂli“?- for a pound wtl', ha\?‘ti{: guu?l%lctﬂ Be ik tight practical possibility, hgn'er; :‘,h:t' ::;Ia:ekred changes that
i id- cing: 3 ; ' salary. u A
}Jur;?c:\?cprlg?lc‘azflni; tgfd?;;?u:?gy n‘l:’ia?}f:;?olic;nl::%;g rcm:tl:‘lf'hncg{.iolrar troubles had their genesis in the sud, domrsﬁllnl olslfchEll!l—\r]‘;‘-‘}l'fs*2 ")':“5"5 to have the currencgl' hax?fﬁika?nﬁlgfnﬁ;?ni ;o‘;ﬁt. which governs the whole
a price of 2/6-75d. The rate then fell back, because of abandonment of the dollar by the British Mi!ita.,-,| lsg:;& in London, and is m“‘:lf,‘ﬁzg. all trade an matter, is that the Maria Theresa dollar hn;l:s}lbclt]mkcc:_
certain half-hearted measures taken by the government, Authorities, after they themseives had seq the dol) rerything up by his Sl"bbomncss‘ ; iser’s above- on as a particular weight of silver, and t l‘ncl:; ucigc
to 2/4d., and remained at about that level ti]] the end of firmly in the minds and pockets of the people but the o kereth, who read the financial adviser s a (t)haT- that weight of silver ﬂl{ctuatcs_wﬁh‘ch?ngcs i OVﬂprfer
March, when it slid back again to 2/6d. The pressure on situation which developed was handled with ineptitug, h:t?gned report with approval, e!pl‘cssctdh?; ;;;:g\?nallv of silver. Since the préce ot:' S]hﬁtl;, |311r:: ;clr :Ec i b
the dollar was intensified by the fact that the by the FEthiopian officials concerned. The sg)f mentloNe f the Ethiopian Government h: o example in Cairo or Bombay, t iie Nl
contractors for military supplies were paid only in achievement has been the recalculation of governmcn: its Cr":ﬁ:,s:: ‘;‘orcibiy expressed, for he annotated ”:.T Theresa dollar cannot be stabilised in terms of any
shillings (the military authorities having somewhat salaries (which had been converted in November) fropf bech rent with the comment: *It is a pity that the reqo_n other currency™. ) e Eitliopian
arrogantly deprived the dollar of legal status in the dollars to shillings, at the original parity of 1/101d. g doc“’;; Emperor has been Bowdlerised. SO’]‘C‘ .Ptmo Though thus attempting to rebut l, e rne]:no-
‘Reserved Areas’) and had to purchase large quantities two shillings, thereby giving a gift of SlO0,00Uannuth r"r‘ E;'n to H.M. would do no hgrm at all. Th"%]b U' Government's CDM(:IIIION?_O\-’cr‘T.hIe rcsc_l'“‘;' williamdss
of dollars in the market, Four Asmara dealers in coffee to an already overpaid section of the community. Therf s c"l ltﬁm-ing and scraping, which will not lead to a randum reiterated the British Government’s willingnes
and American Army buyers, did the same thing, thus is hardship” and dissatisfaction amongst the poorg g‘c':fc:_ understanding. This sort of thing (bottling up
increasing the sterling cost of the purchases and forcing ise i

bsidy in Maria Theresa doIIzujs, lgut
“ticism) will only lead to an outburst from the advisers, ;gaﬁi)’ }:;:; oitlriisl?; 5::oi.1dilional W Ethmplzaz
c{lnzc\l,?]‘f[])t;cwiidcr'lhc Emperor; because he will nat know Government's acceptance of the British currency boar
tha " 325 b i 5 .
ackground . roposals, observing: ) o
““‘:!"blu'bt(g‘;si" Oflice meanwhile, had been studying the > p“His Majesty’s Government in the United Kingdom,
ae r

peopie at the rise in the dollar, As fast as East Africap
small change is received it disappears into the groung
or as feminine adornment™,

Turning in the latter part of his report to the vexed

the dollar up.

“The government being brought to the point of
paying salaries and other commitments in sterling, went
the whole hog and uscd nothing else. Most of the

uestion of the pro osed Ethiopian pound, Stafforg clivered by the Ethiopian Minister in recognising the especial difficulties in !_hls'n’{ﬂller- an
shillings paid out in salarics were promptly taken to the 3-‘:'0{(: with irriII::ll'(Fn of the prcsistanuv thus  fy mcan-\xr:lnduﬂ,ifggl“}tghni tbiic Foreign Secretary, Anthony undcgrs!nndging that a further supply of M ""%.—:—,zsrfﬁg
market to be exchanged into dollars, These movements encountered by the scheme, and complained - London U,r;h, ‘,cp; ied to it on May 29. Re-affirming the dollars, while not making it possible 1o sta I';ncc e
superimposed on the normal seasonal demand, brought “If the Emperor had kept to his ag recment, off Eden, ﬁ""o'f the Anglo-Ethiopian agreement of 1942, he value of the coin, would be of pracncal'c;lomcgl inin
il E{]ar}eﬂ be sy A I ot Janu:lry, el Imsaduos an Fttiogn i) Prén‘illﬂﬁhe Ethiopian Government’s charges :533"5: T-h; the EtIliOPia?] GOVL‘“"mc“;,mr;ﬁd:::l:;-:ej'orﬂcxzhanSEl
impossible for the government to control the rate, based on the ound sterling, and controlled by 3§ re L Ry inistration, and proceeded to rovide in dollars, at an ap TOprIE g
although with the greater part of its revenue, currency board}?n London, these difficulties would byl British M:Im:ﬁ-io’:d:}' the Treasury’s views on the fhe amount of onc quarter’s instalment, \Ea!’?blt?ﬂl:;
represented by the subsidy, being received in sterling, it now be well on the road to solution. After a series of !"‘“gmy‘ °’§,'f|c:z ¢ of pegging the value of the Maria sterling, of the financial aid under Amclefl ]ﬁ({T‘nﬂ the
is important (o restrain the rise in the dollar as much as vague promiscs that the question was on the point of ““f‘"’_c,“gi”ar}rrhc opening paragraphs declared: Agreement of January 31, 1942, thus h:: Etll].ig e
possible. Efforts were made without success to obtain settlement, a memorandum was sent on October 23, 1 Thcrﬁ"‘ = ; takes this opportunity of re-affirming the request made at () in Paragraph 10 of t ?
further supplies of that coin_from the military the British Minister, declaring that the currency boarg | M "“H, Maijesty's Government in the United Legation's Memorandum. inthé Ulnifed Kinadon
authorities. For official purposes its value was raised to proposal would only be accepted if the board coulg intentions of His Maj }tr'th agreement, between the “His Majesty’s Government in t = LI ffer th
2/-, with effect from lanuary 22, a rate which had have its scat in Addis Ababa, and provided that the Kingdom, in the SplrdllEDI iﬂciagm take no avoidable have thought it right to couple with this o fer m:
advantages from the point of view of divisionary members could be appointed by the Emperor, and hold United Kingdom an be t& |pim'enta| to the smooth question of proceeding to the establishment udso o
coinage and facility of ealculation". their appointments during his plcasure. An advisory step, which might i F:atinn artothe scotiomic permanent currency system, which they regard as -
On the efforts which the Ethiopian authorities had board, appointed in the same fashion, could be set up working of Imperial ac m,nlsrr Ethiopia, which they necessary foundation for the future prosp_cm)d t?
taken to counteract the increasc in the value of the dollar, in London. The memorandum stated that the and f\'ﬂﬂ':f’:'spg')j;'lnr‘;:m;s ek Ethiopia, and they leL-]I.I_d l;irgq (I:a}ssggi-;?nlrﬁgntnhm’z
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raid shelter within the palace precincts. Some attempt himself from the proposals. The scheme did not meet a rate of exchange between the M“m. c‘rz?:s r stated ceriain to have a serious cffect on the econom
was made to explain to government employees, with the approbation of the British Government, and and the East African shilling, it was never eithe ,Jm-'-‘:l rchabilitation of Ethiopia v sntisrothar
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additional amounts of East African currency, required

to implement the purposes set out in Article IV of the

agreement’ 3%

The Ethiopian Government could not have been much
pleased by the above memorandum, which in fact offered
them nothing new. They neverthcless replied politely to it
through the British Legation, and, as the latter reported,
on June 9, expressed thanks to the British Government
for “having so kindly arranged that one of the quarterly
payments of financial aid to Ethiopia, should be made in
M.T. thalers, and for the measures taken to ensure that
sufficient stocks of East African currency are being made
available in Addis Ababa, for use in Ethiopia, through the
medium of quarterly payments. Also for the supply of
additional amounts of East African currency that may be
required for further payments”.

On the vexed question of Ethiopia’s future currency,
the message concluded:

“The minister wishes to assure His Excellency that

His Imperial Majesty’s Government are fully conscious

of the need for the establishment of a new permanent

currency system, referred to in Paragraph 6, of the
contrememoire, to which they are giving their earnest
consideration, and are resolved that no avoidable dclay
should be incurred in working ozt such a plan™. 3%
The continuing deadlock over the currency board
proposals was meanwhile causing increasing concern in
British Government circles in London. In the Treasury
there was a growing feeling that the proposals carlier
submitted to the Ethiopian Government would have to be
modified if its approval were to be obtained. On May 27,
Maynors accordingly wrote to Mackereth saying:

“We have been thinking again about the Ethiopian
Currency Board, and wondering whether there is any
move that we could make in the direction of a
compromise with the Emperor, which might assist to
get things under way. Qur financial secretary, who has
been taking an interest in the means of payment for
exports from Ethiopia, as Chairman of the M(iddle)
E(ast) S(upply) C(orporation) here, enquired whether
it would be possible to have a board whose head office
was legally situated in Addis Ababa, while its functions
were exercised by a committee sitting in London. The
bank, however, advised us that in such conditions it
might be quite impossible to get the right type of man
1o agree to serve on the London Committee. Kershaw
Itas put up an alternative proposal, that the law s¢tting
up the currency board should provide that *The Head
Office of the Board shall be in London for five years,
and thereafter as the Emperor may direct’. This would
give time to get the thing going, and the suggestion of
five years in leading strings, while not wholly acceptable
to the Emperor’s prestige, would not look too
discreditable when set against the background of the
subsidy which already recognises the principle that he
cannot stand on his feet from the very beginning”.
Turning to the discussions which were then taking place

in Addis Ababa, the Treasury official concluded:
“Stafford’s latest representations to the Emperor
suggest that he is taking a good firm line about the board
as at present proposed, but if a compromise is likely to
help, and we can fix up something satisfactory on these
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lines, the suggestion may be worth bearing in mind” .2
Mackereth, for his part, had little confidence in
proposed compromise. Replying to Maynors, on June 3
he declared that “it would have been Ppleasant to ha
been able to advance the currency board proposals
smoothing the appeal for Ethiopian prestige, but I canng
think that Kershaw’s alternative proposals will get
very far”. He nevertheless agreed to pass them on
Howe, but perceptively added: “My own impression j
that the currency board proposals have been stranded
a rock much more substantial than that of ‘face’"|
Accepting the deadlock as temporarily unavoidable, and|
making the best of this, he noted that the Ethiopians wer
all the time “getting more and more accustomed to th
use of East African currency™, and cynically commented,
“as this appears to be a source of profit to the Eag)
African Currency Board, perhaps we need not worry tog

much™.
Continuing in philosophical mood he declared:

“It is a false hope that the institution of a currency
board now, would have any marked influence on the
payment of exports from Ethiopia. For a long time to
come the peasants in that country will prefer the
intrinsic coin to fiduciary paper. Your problem in the
Treasury will not be solved by this easy means”,
Emphasising that the basic problem for the British was

to obtain export articles from Ethiopia, rather than
necessarily to conserve silver he concluded:

“Your problem is to discover with the Supply
Department, which is more precious, silver or
Ethiopian commodities,32¢
Despite his lack of confidence in the possibility of any

effective compromise over the currency board, and the
diminishing significance which he attached to the matter,
Mackereth dutifully wrote to Howe, on June 3, informing
him of the compromise proposals, and declaring: “in the
absence of any news of progress about the currency board
great minds have been stirring in the hope of producing
some formula which might tempt the Ethiopian to some
conclusive action™,**0

Stafford. meanwhile, was growing increasingly restive
at the Ethiopian Government’s refusal to accept the
Treasury plan, and began urging his fellow British
advisers to make ¢ joint demarche. On June 6, the
Educational Adviser, E. R. J. Hussey, noted in a private
I;m:r_ subsequently intercepted by British Intelligence,
that:

“*At the present time everything is upside down, on
account of the currency problem. There are now only
about seven to the pound, instead of 10. There is a
great deal of trouble around the country, as the people
only care for dollars, and won't sell shillings. Various
measures have been suggested to the Emperor to deal
wit.}} the situation, but he cannot make up his mind to
act”.

Turning to Stafford’s role in the proceedings, he added:
“The financial adviser is asking up all to support him,
which we will do if something does not happen soon™.®"

Three days later, on June 9, the five British Advisers,
Stafford, Sandford, Mathew, Hussey and Bethell, met
together, and drew up a memorandum for the Emperor,

ich they urged the advisability of accepting the

111;1ri:;:;1“pr0p03;31. %\’ri:ing in emphatic, if not excitable
terms, they declared that “the most urgent and serious
roblem facing the Imperial Government at the present
Fimc is that of the currency, that it constitutes an
jmminent danger to public security, and that it is exerting
a deplorable effect on the economic situation, and is
hindering the country from playing its proper part in the
war effort of the United Nations. . .

“The Advisers”, the memorandum continued, “have
noted with the gravest concern that the government has
up to the present failed to face its responsibilities in the
matter, and has taken no action to deal with the probl!cm,
in spite of the advice tendered by the financial adviser,
that the Imperial Government should accept without
further delay, the currency proposals of the British
Government and should ask 1_h;n Government for the
necessary assistance to rc_st:blhsc the dollar exchange
uring the intervenin riod. ) \
L [’ﬁiﬁ advice has 1I§cp|?ull support of all His Majesty’s
Advisers. who feel that failure to follow it, or to take
other measures which they can support, is a matter which
would fundamentally effect all dcparm}ents_ol' state, and
would make it useless for them to continue in the service
of the Imperial Government™.*? ) )

On gaining his fellow advisers’ approval, for this
strongly worded document, Stafford telephoned to Howe,
that same evening, June 9, to inform him, as the latter
subsequently reported, that “the principal advisers had
drawn up a memorandum to the Emperor on the currency
question, which they were going ‘tq‘ send in t_hat same
evening, and he read me the text of it”. The minister, who
was perturbed by the probable diplomatic consequences
of this move, adds: .

“] told Stafford, at once, that I strongly disapproved
of the action of the advisers, since 1 had not been
consulted in the matter, which was an important one of
British policy, and secondly that I disapproved of the
substance of the memorandum, particularly since it
placed the advisers in a position from which they could
not withdraw if the Emperor did not take their advice,
and it might also place His Majesty’s Government in an
embarrassing position in regard to which they would
have no opportunity of approving or disapproving, and
in which their support of the on p}-opo_scd would
obviously come into question. His Majesty’s Govern-
ment might not consider it in their interest that the
advisers should resign, even over this question. Stafford
replied that the advisers had specifically not consulted
me about it, because they thought it would place me in
an embarrassing situation, but that they were all
decided on its despatch. 1 again stated most
emphatically that 1 could not approve, and asked the
advisers to meet me in the following morning to discuss
the matter before sending in their memorandum to His
Majesty™. . .
Discussing the resultant meeting, of June 10, Howe

continues:

“I accordingly met the advisers . . ., und we had a
long and at times acrimonious discussion on the
question. [ explained to them what 1 had said to
Stafford the previous evening, adding that in my view it
was the duty of the advisers to keep me fully informed
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of all advice which they tendered to the Ethiopian
Government on matters of policy, otherwise co-
operation between the minister and the advisers would
be impossible, and it would be impossible for the
advisers to keep in line with our policy. Sandford and
Hussey at once protested that they could not be bound
in any way by this principle, and' Sandford said that
conscience was the only guide to him as to what advice
he should give to his Ethiopian employers . . .

“] suggested to the advisers that they should
substitute some other word for ‘useless’ in the last
sentence of the memorandum, so as not to put
themselves into a position from which they could not
withdraw, but they all stated that they had used this
word precisely because they were firmly resolved not to
continue in their jobs, unless the Empcrar took the
necessary steps in the currency question, and‘ they
added (somewhat illogically in view of Sandford s and
Hussey's previous declarations regarding their fﬂ:‘cdor‘n
of conscience) that they look to His Majesty’s
Government to give them the fullest support in the
attitude which they were adopting. They wanted to
send the memorandum immediately, and thought that
it would have the desired effect, and that it would not
be necessary for them to carry out the threat contained

n it.

“Finally I got them to agree that they 'should
postpone the despatch of the mcmgram‘ium until I had
been able to submit it to His Majesty's Government.
and the latter had had time to decide their views, and
whether they would support the advisers in their
attitude. At the same time they made it clear that they
meant to stick to their attitude”.®?

At the end of the meeting, Howe at once telegraphed to
the Foreign Office to explain the he had “cndcavounzd 1o
persuade” the advisers to “substitute for 1315: word ‘use-
less’ in the last sentence, the word ‘difficult’ in order not
to put themselves in a situation from which they could
not withdraw, and which might have the cffeg:l 0I'p!:}q1 ng
His Majesty's Government into an embarrassing position.
about which the latter had no opportunity of giving their
views'. L . ]

Explaining the advisers’ attitude, he continued: :

“The unanimous opinion of the advisers was that the
crisis over currency which has been developing for
some time, and is virtually affecting every aspeet of the
government, has now reached a culmination. They arc
consequently unwilling to weaken their memorandum

in any way, because it is their intention, if 'lhc
memorandum fails, in effect to place their united
resignations in the hands of the Emperor. .

“At my strong request they have agreed to hold u
the despatch of their memorandum, until .H )
Majesty's Government have had an opportunity 0
considering the action they propase to take in the ev ent
of the Emperor’s failing to take the steps suggested, and
of expressing their opinion thereon.

“They wish me to represent to you most stronglt
that they feel that this is a situation in which the:
should have your fullest support™.# ) )
The attitude of one of the advisers, Bethell. is apparent

from a letter, dated June 9, and intercepted by Britis!
censorship, which declared:
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“There have been incidents all over the country
because of the abnormal currency situation, and the
government are getting windy that there may be
repercussions from the sceurity point of view. Nothing
can be done until the Emperor agrees to accept the
currency proposals which have been made to him by
the British Treasury. He will not take a decision one
Wway or another, so the financial adviser asked us all to
support him in a memorandum threatening to resign en
bloc unless he takes a decision one way or another. |
signed this memo today, and this afternoon Col.
Stafford rung me up to let me know that Howe is
furious about it, and will noy let it go in unless we
weaken it. After all he is the British Minister, and
indirectly it is the British Government which pay our
salaries, but we think that his policy is too soft. The
Ethiopians are doing exactly as they like™,

Turning to the subsequent meeting with Howe, the

letter added:

“We went to a meeting with Howe, at the legation.
Sandford and Stafford went for Howe, accusing him of
1ot ever giving them any support. Ratlier shook poor
Howe" 235
Despite his arguments with the advisers, the British

Minister seems to have felt that the Foreign Office should
acquiesce in their move, for in one telegram to London, he
declared, “I should be grateful for your reply at the

earliest possible moment,

as the advisers regard the

situation as one of extreme urgency”, ™5 and in another he
added:

“My advice is that we should allow joint
memorandum to go forward to the Emperor, and that
His Majesty’s Government should support their
attitude. The scheme in regard to advisory system in
general, seems to have got to the point that whereas
individual ministers listen to advisers, action in regard
to vital matters depends on the Emperor himself, who
seems incapable of taking decisions and listens to
opinion and advice from outside™, 37

In a private letter 10 Mackereth he nevertheless

commented on June 11: “As You arc aware the advisers
are not an easy team to drive’,338

Foreign  Office,

The advisers’ sudden action created concern in the
which was worried by the obvious

political implications of any nuiss resignation. After a
meeting.‘on June 12, Chapman Andrews noted:

“This matter was discussed with Sir M. Peterson,
this morning. The department’s view is that:

“(a) The advisers’ decision amounts to an
ultimatum (to both the Emperor and H.M.G.). We
don’t want to be rushed by that sort of thing.

“(b) This *currency crisis’ has been coming to a
head for a very long time, and, so far as we know,
there are no new facts to justify such Pprecipitate and
drastic action on the advisers' part. We should
therefore have liked more background on this sudden
CT1815.

“(¢) The resignation of the advisers en bloe would
have serious political consequences.

*(d) We wish to consult the Treasury, who are the
department most concerned with the Ethiopian
currency question™ .39

A telegram was therefore despatched to Howe, on June
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12, informing him that the advisers' memorandum was
“under urgent consideration by the departments con-
cerned”, and that, “in the meantime it is the duty of the
advisers to take no action which might complicate the
situation, and Presentation of their memorandum ought
therefore to be delaycd™. 340

The British Minister called Stafford and his colleagues
to inform them of the British Government's views, but
found them adamant in their decision to present the
memorandum. On June 15, Howe informed the Foreign
Office by telegraph, that the advisers wished him to
convey the Foreign Secretary the fol lowing message:

“We consider the only question in issue between us
and Secretary of State, is our decision to inform
Emperor that it will be useless for us to remain unless
action is taken to remedy currency situation. We
consider matter extremely urgent, and are not willing to
dclay submission of memorandum beyond next few
days, and would like to submit to Emperor on June
21st,

days, and would lik¢ to submit to Emperor on June 2151,
We resent reference to duty™ 31

The above telegram, as may be imagined, irritated the

Foreign Office, one of whose officials, commented, *“whe

are these people, and what do we now 7" while Mackereth
annotated the message with the note:

“We have thought it better not to take this silly
outburst by the advisers seriously. Altitude (8,600 ft.)
plays strange pranks with tempers in Addis Ababa, and
we hope that this is the explanation of this tel. We have
instructed Mr. Howe that the present ciisis is a matter
for him to take up rather than for the advisers to
present an ultimatum® 342
Howe, meanwhile, continued to watch over the advisers

with some concern. On June 16, he telegraphed to the
Foreign Office that they were “unable to see any wider
aspect of the situation™ than that mentioned in their
message, and had drawn the conclusion from the Foreign
Office’s message, of June 12, that “their attitude had not
the support of His Majesty's Government, that you
consider the proposed action outsjde the hub of their
duties, and that His Majesty’s  Government  was
dictating their action to them. Disassociating himself
from this view, the Minister added: I told them that I
considere their action unreasonable and unjustified™ 33
On receipt of the above telegram, ~ Muckereth
telegraphed back to Howe, on June 17, to say:

“We are not satisfied that the currency situation,
which we agree is serious, would be improved by the
resignation of the advisers, and we are not clear as to
the nature of the commitments which our support of
the proposed protest might involve. Although we are
aware that you have in the past frequently urged upon

2 the advisers now
collectively propose to recommend, we nevertheless
consider that the proper method of remedying the
present state of affairs would be for you to make strong
formal representations on behalf of His Majesty's
Government (There would be no ohjection to your
informing His Majesty that the advisers had threatened
to resign in a body, or in specifically associating them
with you, if they agree)”.

Urging the need for more information, but at the same

time throwing out the possibility of increased British
financial assistance, the telegram continued: :

“Before I can instruct you to make representations I
must have more complete information than is
contained in the advisers” memorandum of the dangers
and deplorable effects to which they allude . . .

“If, as a result of the intervention which you may be
instructed to make, the Emperor apd the Ethiopian
Government were to put the budget into cffect, and to
agree to our currency proposals, we believe that the
results would justify us in considering how far we could
go in_ helping to meet the rising costs of the
administration, consequent upon the unforeseen ap-
preciation of silver, possibly by the use of the
cushion™. 34 i
The attitude of the Foreign Office toward the advisers

manoeuvres is clearly apparent from a note by
Mackereth, who observed at this time, “I think we must
put this outburst down to “altitude™, whlle_has colleague
Scrivener, looking to the future of the advisory system,
commented: . s

*Yes: the climate of Ethiopia seems to be Justifying
its reputation. I agreed that we can ignore this, at any
rate until we sec what effect our reply produces. i

“But 1 am afraid that sooner or later the adviser
system is going to break down allogpther, and we are
going to reach a point where no suitable Briton will
accept appointment. We ought to start considering, I
think, exactly what we are going to do then”. 345
Howe scems to have taken a similar view for, referring

to the advisers, he remarked on June 18:

“It looks as though team is ripe for a break up”’. e

At least one of the advisers, Mathew, took a not too
dissimilar view, for in a letter of June 12, copied by
British intelligence, he observed:

“I wonder whether the Ethiopians want advisers at
all. Our currency difficulties here have made the dollar
rise in value with the result that the cost of living has
risen by nearly 100 per cent during the last few months.
Naturally a great many people are discontented™, )
Mackereth on reading the above letter remarked that it

provided “‘an interesting background” to the telegrams
on the currency question, and, launching into a bitter
attack on the then Ethiopian Minister of the Pen, Walda
orgis, who he belicved to be an opponent of the
irrency board scheme. remarked: _
“He is a crafty fellow with a powerful personality,
and has great influence over the Emperor. Most
unfortunately he is utterly xenophobic™, 347 .
The advisers meanwhile, continued to insist on their
determination to present the memorandum, without
delay, and justifying their decision, argued that it need
not entail the dire consequences for Anglo-Ethiopian
relations which the Foreign Office feared. On June 20,
Howe reported that the advisers had discussed the
possible result of their memorandum, and had argued
that when the Emperor received it, the following courses
would be open to him:

“(a) He accepts and agrees to currency board
proposals, or other measures they can support.

“(h) He does nothing.

“{e) He refuses.

“If (@) happens the next step would be for the
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as | properly could, with His Majesty’s Government,

But the latter would not be (repeat not be) commitied

to accept them (even if they had been supported by all

the advisers) since it would always be open to say the
exigencies of the war situation debarred them from
accepling in part or in toto. )

“If the Emperor delays or refuses, the advisers would
consider their further action, and would consult me
before taking any decision.

“The present memorandum does not _(n:pean_ nop
involve this yet, nor does it involve His Majesty's
Government in any commitments. It was for this
reason that the advisers did not wish to associate me
with its presentation. They believe it will have the
desired effect, and have decided in consequence to send
it on June 2134 )

In another telegram, of June 20, Howe replied, on
behalf of the advisers, to the Foreign Office’s query, of
June 17, as to the **dangers and deplorable effects” of the
monetary situation. Explaining their views in con-
siderable detail he declared: i .

“Deplorable conditions to which advisers alluded,
arise from the fact that the government is paying its
salaries in East African currency, in which salarics are
now expressed. Essential commodities are still only
purchasable in M.T. dollars, with ll_1e result that
sterling salary has lost one third of its purchasing
power already affected by rise in prices. This hits lower
paid stafT, police, soldiers and others very hard, and has
engendered serious dissatisfaction among them. Rise in
values is not (repeat not) ascribed by advisers to rise in
value of silver itself, but is due to greatly increased
demand for cereals, and other produce, which can only
be purchased in dollars. There are insufﬁcicnrl. dollars
available to meet the demand, and hoarding and
speculation has foreed up price and reduced quantities
in circulation. It is in advisers’ opinion, essential for
further supplies of dollars to be provided, and kept
under government control, for the purpose o!"_rcstarlpg
dollars to reasonable parity, and they will adw_sc
Emperor to ask for assistance of British Gow:_rnmcn: in
making a substantial quantity m-ai]al:quonlug purpose
during interregnum period, meanwhile taking what
other measures may be possible to reduce the strain on
dollars, such as obtaining their release from the
government and other hoards, increased use of
shilling, price control, sale of government grain for
shillings. The alternative of raising sterling salarics, to
follow rise in dollar value is regarded as impractica!ﬂc
because of increased cost and inflationary results which
would attend thereon™,

The telegram concluded : 5

“Until the Emperor makes currency decision one
way or another, these serious difficulties will persist,
and in advisers' view constitute grave danger to_pub![c
security. Estimated amount of dollars required is
between five and $,000,000.319 .

Mackereth, who was unimpressed with the above



arguments, commented on reading them:

“This tel. provides proof, if proof were needed, of
the need for caution in giving the advisers the backing
for which they originally asked, and later scorned.
Clearly at the back of their mind was the idea of
forcing H.M. Govt. to provide silver dollars in
substantial quantity.

“The advisers are either extremely ignorant or
wilfully blind if they can see no direct connection
between the sterling price and the world price of
silver™. @

In a last effort to persuade the advisers to delay the
presentation of their memorandum, he telegraphed once
more to Howe, on June 20, saying: “Please ask advisers to
postpone despatch of memorandum, at any rate until
June 23, we do net see anything in the situation to justify
such precipitate action™.*!

The advisers, however, were in no mood to listen to
such appeals, in large measurc. it appears, because they
had come to believe that the implementation of their
advice was crucial to their status vis-a-vis the Ethiopian
Government. Such at least was the view of Howe, who
reported to London, on June 20, that the crisis was
“inherent” in the advisory system, and was “bound to
arise sooner or later”, and that some means had “got to
be found of putting teeth into it”. Turning to the
advisers’ own views he added:

“Advicers feel that the battle over currency is only
the first of a series, and therefore it is important that it
should be won.

“Advisers feel that the issue concerns them
personally, as a matter of conscience, more than it does
His Majesty’s Government, and if they win the first
round the rest will be easy’”.**

The British Minister, who largely accepted such
reasoning, seems to have confined himself to attempting
to persuade the advisers to avoid committing themselves
to resignation, if the currency board proposals weie not
accepted. He accordingly reported to the Foreign Office,
on June 21:

“In the light of . . . additional information regarding
the advisers’ plan of action, and intentions, I no longer
seek to dissuade them from presenting their memo-
randum. But 1 assume they will reword the final
passage, s0 as not 1o commit themselves to
resignation in advance”.*?

Later the same day he informed London that the long
discussed memorandum had at last been sent to the
Emperor.® and on the following day, he added that the
advisers had to'd him that “they do not wish to place any
responsibility on His Majesty’s Government for advice
which they tender to Ethicpian Government™.** The
significance of the latter statement became cleat on the
same day, when he gave the news that, contrary to his
earlier anticipation, the advisers had stuck to their
original draft. *1 pressed advisers very strongly up to the
last moment”, he stated, “*but they considered that any
modification would only weaken it to the extent of
making it ineffective. It was accordingly sent in its
original form. This does not in their view, commit them
to resignation in advance "

News of the advicers’ behaviour duly reached the
British Prime Minister. Winston Churchill, who in a
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brief memorandum to the Foreign Secretary humorously
remarked:

“This is a pretty kettle of fish, and I await with
interest your proposals for cooking and serving it".
Mr, Eden, reacting to the Premicr’s mood, duly

answered on June 27:

“ can only suggest: ‘Season with tyme and allow it
to simmer’ .

The attitude of the Foreign Office was underscored in a
memorandum from one of its members who bluntly
observed:

“Itis clear, I think, there can be no half-way house in
this matter. Either we must let the native state work out
its own destiny, and let the Emperor fight his own
battles with the advisers. Or else we must take over the
country; and this, I should have thought, was clearly
impossible. To intervene between the Emperor and his
advisers, in the way Mr. Howe seems 1o want us to do,
would surely be fatal. It would involve us in
responsibility for the government of the country,
without giving us any effective means of discharging
that responsibility™.**?

The Ethiopian Government, to the chagrin of its
advisers, vouchsafed no immediate reply to their
memorandum, though when the Emperor granted
Sandford an audience, on June 28, he noted what the
latter said “about the currency question”, but stated that
as this “was not a question which concerned Colonel
Sandford directly, he would communicate his decision
upon this matter to Mr. Stafford"™.**

Ethiopian silence on the currency question placed the
advisers in a quandary. Howe, who scems 10 have
expected the British Government to apply pressure on the
Ethiopian Government, reported, on June 29, that there
had been **no reply as yet” to the memorandum, and that
the advisers proposed “‘to wait until the beginning of next
week before deciding their next step”. Urging the
advisability of the Foreign Office formulating a policy on
this matter he added:

1 should be grateful if . . . you could give me an
indication of what is in the mind of His Majesty’s
Government on this matter. If 1 am to make very
strong Tepresentations | might for example say His
Majesty’s Government arc of the opinion that His
Majesty has failed to keep Article 4 (¢} of the agreement
and they will be forced 1o reconsider their whole
attitude towards it particularly when it can be
terminated after next January.

“If I could take advisers into confidence as regards
His Majesty’s Government's intentions, 1 might be able
to restrain them from further precipitate action™.**
Mackereth tended to share the Minister’s desire for &

tough line, and, on receipt of the above telegram,
commented: “We appear to have all reached the same
view independently, that the Emperor should be brought
up to see that Article 4 (¢) has a meaning, and that his
govt. must co-operate with the advisers in matters of
public expenditure on pain of losing the financial aid".3"

Howe, meanwhile, duly wrote to the Emperor, on June
30, informing him of the Treasury’s already mentioned
compromise proposal, of May 27, and declaring:

“With reference to the proposals for a currency
board monetary system for Ethiopia, it has been

suggested by London that it might assist Your Majesty
in coming to a decision on this long standing matter, if
the law setting up the currency board should provide
that ‘the Head Office of the Board shall be in London
for five years, and thereafter as the Emperor may
direct’. This would give time for the organisation of
supplies and reserves™ %

Not long afterwards the advisers received a reply to
{heir memorandum, informing them, as Stafford noted,
that “the matter was receiving the Emperor’s special
attention’.3%

This non-commital reply served to reveal to Howe the
extent of opposition encountered by the currency board

jan. On July 1, he frankly informed the Foreign Office
that it was “becoming increasingly clear that a power ul
section of the Ethiopian Government is restive under
restraints imposed on their freedom and soverignty by the
Anglo-Ethiopian agreement, and were “trying to throw
oif shackles of British tutelage™*® Reverting to this
matter, on July 3, he telegraphed that the Ethiopian
Government's objection to the currency plan was
“principally based on location of currency board in
London since they wish to control currency in Addis
;\bﬂ.ba".m

British officialdom meanwhile, continued to be
preoccupied with the advisers' memorandum, which
scemed to them an act of insubordination towards the
British Government. In reply to Howe's telegram, of June
29, requesting information on what was “in the mind of
His Majesty’s Government”’ Mackereth urged that the
advisers be warned against creatingan impasse. Surveying
the wider significance of the advisory system, as well as
the reasons for the original appointment of advisers, he
telegraphed:

“] am not unmindful of the advisers' difficulties in
the circumstances, and appreciate the conscientous
motives behind their desire to accelerate reforms. Itis
however desirable in the wider interest that they should
curb their proclivity to rush matters to the point of
reaching a complete impasse of which there seems some
danger.

“The policy of His Majesty’s Government with
regard to Ethiopia, has now undergone modification.
His Mujesty's Government took the decision to restore
Ethiopia to its native ruler, with full appreciation of all
the factors involved, including the fact that in this case,
self-government would not necessarily meun good
government. By this we unquestionably stand. The
country must work out its own destiny. The advisers
were chosen at the Emperor’s express wish, and itis his
duty in his country’s interest, to utilise their services to
the best advantage. 1 hope that the present crisis will
not result in the break-up of the advisory team’.

On receipt of this message, Howe called the five
recaleitrant advisers, on July 4, and read them the above
telegram. On the following day, he wrote them a
confidential letter in which he cited Mackereth’s telegram,
and declared: “1 have given you my formal opinion that
action by the advisers, at the present moment, would
precipitate a crisis”. Urging Stafford in particular not to
send the Ethiopian Government @ COpY of his latest
report, he declared that its despatch “would be contrary
10 the interests of our country, and that you would be
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incurring a grave responsibility in sending it™.36

The above arguments failed to pacify the latter, who
accordingly wrote back to Howe, on July 7, to justify the
advisers' position, declaring:

“1 do not wish to enter into unnecessary controvery,
but there is one comment which 1 must make, out of
many which I am tempted to make, on the contents of
your confidential note of July 5.

“The reference to our ‘desire to accelerate reforms’
and our ‘proclivity to rush matters’ seriously
misrepresents what we are trying to do. The object we
have in mind is to stop a rot which is becoming
dangerous, and needs urgent treatment. It is not a
question of hastening progress, but of arresting
deterioration. Ethiopia is rushing downhill financially
and economically, chiefly because of the failure of the
Emperor and his Ministers to act, and we are taking the
only action left to us to bring this home to them. We
are not forcing a crisis: it is being forced on us.

“I have a great responsibility for this. If there is @
disaster, 1 think that ‘our country” will be severely
criticised for not having taken any measures to avert
igt e
Howe, who was alarmed at the erosion of British

influence in Ethiopia, sent a further despatch to the
Foreign Office, on July 9, in which he declared:

“His Majesty's Government's policy of ‘Native
Independent State’ secems to accord with Ethiopian
tendency to throw off British leading strings™.

He went on to inquire whether it was not ‘‘necessary, or
even desirable, to take drastic action to force the Emperor
to keep strictly to the letter and spirit” of the Anglo-
Ethiopian agreement, and added that such *“‘drastic
action”, as suggested by Lord Moyne, might involve an
“Anglo-American Board of Control” which *‘would
amount to a protectorate,however much it were sweetened
by subsidies™.>*”

Turning to the monetary question in a more thoughtful
letter to Mackereth, on July 10, the minister nevertheless
remarked:

“The advisers consider that a crisis, by which they
mean an outbreak of disorder, is increasingly likely. On
the other hand, the people of this country are
accustomed to non-payment of salaries. As long as the
currency position gets no worse than it is at present, the
country will probably continue to stagger along, only if
food gets short, and there seems no likelihood of this,
will there be a general flare-up™.**®
On the same day, July 10, the Emperor called Stafford

for an important audience, at which the adviser’s
memorandum, of June 9, was at last discussed. The
financial adviser subsequently noted:

“The Emperor sent for me at short notice, to, he
said, discuss a question of long standing, with which he
knew I was well acquainted, the currency problem. I
knew, he said, what a very important and difficult
problem it was, and although it was primarily financial,
raised political and other issues, which needed much
consultation, and very careful consideration. And so
on. He thanked the advisers for their joint memo-
randum, and for reminding him, but he had sent for
me in this instance, as I was his adviser on that subject.
I pointed out that all advisers were deeply concerned in



the deplorable consequences of delaying a decision. His

Majesty agreed, and went on to say that [ probably-

knew he had appointed a commission to examine this
question, and they had reported to him upon the
difficultics. He now wished the advisers to meet this
commission, and discuss these difficulties with them,
and for a report to be made to His Majesty on the
result of their deliberations, He wished me to inform
the other advisers of this, and to arrange with the

Chairman, Bitwoded Makonnen, for the meeting. The

other members were, Ato Makonnen Desta (Minister

of Education), Ato Aklilu Habte Wold (Vice-Minister
of the Pen), Nagadras Gabriegziabher (Minister of

Commerce), Ato Minassie Lemma (Director-General

of Finance) and Dr. Ambay (Vice-Minister of

Justice)™.

The financial adviser went on to describe his own
observations in some detail, saying:

“I replied that if the Ethiopian members of the
commission would explain fully what the obstacles
were, we would all try to find the means of resolving
them. My own particular difficulties had always been
that no one would ever tell me what the real difficulties
were. I had always answered any question His Mujesty
and the Ethiopian authorities had asked me, but never
came to grips with the kernel of the problem. If the
commission would in fact allow al aspects of it to be
frankly and openly discussed without delay I would
welcome it and I felt that the other advisers would
regard it as a wise step to take”.

The Emperor replied that “full discussion was what he
desired. In reply to my enquiring whether he wished the
commission 10 report jointly or whether Bitwoded
Makonnen would report the result to His Imperial
Majesty, he replied that he left settlement of procedure
entirely to the commission. I undertook to get in touch
with the Bitwoded, and to arrange for a meeting as soon
as possible™, 360

The Foreign Office for its part, was by no means
certain that the Ethiopian Government would be coerced
into surrender, for Mackereth, on reading the above
report, slyly commented :

“The Emperor seems to be giving the advisers a fair
wind. It now remains to be seen how far the joint
commission gets in resolving the difficultics of
comprehension, and application of reasonably sound
finance" 370
Stafford, on the other hand, seems 10 have been

convinced that the long awaited end to the currency fund
discussions was at last in sight. Howe, reporting on the
latter’s assessment of the situation, telegraphed, on July
10, that Stafford had “reason to believe” that the “sole
remaining obstacle” was the statement in the draft that
the seat of the board was to be London, and that it “seems
probable that if the law could be re-worded, so as to avoid
this, the Emperor would not lose face, and he would agree
proposals™.

The financial adviser therefore inquired whether the
British Government would accept a compromise,
whereby the proposed law would be redrafted to state
that “'the board shall consist of five members appointed
by us™, and, as far as location was concerned, would
read: “The board shall have its seat in Addis Ababa, or in
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such other place as we, having regard to special exigencies
of the war situation, may temporarily appoint”, The
redraft, Howe explained, ‘would be accompanied by a
separate unpublished exchange of notes specifying that
“‘until such time as the board was properly established” it
“would have its seat in London". The minister explained
that this was “for the moment » « « N0 more than a
suggestion by financial adviser, but as a solution may be
possible on these lines, I should be glad to learn as soon
as possible whether it would be agreeable to you. I
understand the Emperor will be meeting the adviser next
week as requested in their last joint memorandum, when
financial adviser could put suggestion to H.ILM." 271

Mackercth for his part was sceptical about the above
proposal, for, he commented :

“We know the Emperor is sounding financial
opinion in un-official circles in London, about the
currency board proposals, but he does not appear to
have taken either Mr. Howe or his financial adviser
into his confidence. It js therefore unlikely that the
grounds for Mr. Stafford’s idea that the way out of the
impasse might be found in thjs way, are very solid. It
may be an attempt by the Emperor to find out how far
he can go without committing himself to agreement on
main principles”,¥?

He nonetheless conceded that compromise was worth
considering, and accordingly despatched a telegram to the
British Minister in Addis Ababa, on July 10, which
declared:

“While we consider that only with the currency
board permanently established in London would there
be the possibility of obtaining the services of able and
experienced men for it, we appreciate that provided the
scheme eventually adopted is workable, it may be
necessary to depart from the ideal in order to meet the
Emperor’s points”.

The Foreign Office therefore proposed a further

vision of the proposals, to read:

“Owing to conditions which have arisen as a result of
the war, and which are likely to persist for a
considerable period thereafter, it is agreed that

“(a) The seat of the Ethiopian Currency Board shall
be in London for a period of not less than five years
from the date of the promulgation of the law
establishing the Ethiopian Currency Board.

“(&) One veur before the expiry of the five year
period mentioned in (@) above the Ethiopian
Government will, in consultation with the board,
decide whether the time is ripe for the removal of the
seat of the board from London 10 Addis Ababa.

*(¢) The board throughout the entire period during
which its seat shall be in London, shall consist of three
members, appointed by the Emperor, of whom one
shall be the Ethiopian Minister in London, or his
representative, one shall be nominated by the Treasury
of the United Kingdom, and one shall be nominated by
the Governor of the Bank of England™.

Justifying this proposal, the Foreign Office official
somewhat cynically observed :

“The idea is to start the board off in London, under
experienced management, and then let it £0 to Addis
Ababa. The London nomination of its members, being
then given up, in order that we may not be landed with

<,
the responsibility, if when the board ;_
established in Addis Ababa, things begin to gd g
Mackereth, it may be added, had been m:‘lkmg
researches, as a result of which he added, “I understamd
that the Emperor through his Lc_gau_on. 1s consulting
Professor Jevons and other economists in London, on the

currency board proposals” 373

Mackereth’s own view, as noted in a Foreign Office
minute, was that the proposal scqmed “to offer a way“oul
of the impasse of Ethiopian prestige”, and he added: “the
Emperor has through the Ethiopian Legation, consulted
Prof. Jevons, who in turn has sought the advice of Sir G.
Paish and Lord Keynes. Prof. Jevons told me that he will
recommend the acceptance of the proposals with some
‘save-facing” modifications™. 5™ .

Howe meanwhile continued to press the British
Government’s point of view in Addis Ababa. On the
evening of July 10 - only a few hours after the Emperor’s
audience with Stafford - he obtained a further audience
th the Ethiopian ruler, at which he “spoke strongly . . .
viv the urgent necessity of closest collsboration with
advisers, on currency”. The Emperor _replied in
conciliatory tone, by referring to the committee he had
established:

“His Majesty”", Howe rcportccli. “told me that hg: I'!us
appointed a committee of ministers to form a joint
commission with five advisers to make recommen-
dations to His Majesty on the currency question. The
joint commission will meet tomorrow. If necessary }‘i‘IS
Majesty will also see advisers as requested by them".
The minister went on to report that there had actually

been talk, earlier, on July 10, between the Emperor and

Sandford as to the possibility of latter's resignation, and
mmented :

© *. . . the Emperor . . . informed Sandford that he
could not resign, that the Ethiopians realised they must
have advisers, and that these advisers must be

British.. .. :

“The Emperor is waving the olive branch, but we can
only wait and see if it produces the results we want, or
is merely another attempt to avoid taking a
decision™. 3% .
Ethiopia’s financial problems had meanwhile a roused

the interest of the British-run Middle East Supply
Corparation, which sought to increase exports from
Ethiopia, and was concerned v ith currency difficulties, in
so far as they acted as constiuining factor. One of the
dircctors of this organisation, Squadron-Leader D.
Skilbeck, drew up a memorandum on possible means of
encouraging Ethiopian exports, in which he ubser\'cd‘ that
the British Government could *“help” the Emperor “over
the transition period by paving part of his subsidy in
M.T., possibly at an artifically low price”, but that this
would “surely be open to the major political objccglon
that it would give the Americans a right of entry into
Ethiopian affairs, which would be highly unwelcome to
the Foreign Office™. The problem, as he saw it, was tha.E
“in Ethiopia, as elsewhere”, it was Habundantly clear

that “‘we are paying heavily for our inability to produce
sufficient consumers’ goods against which to acquire
materials for war purposes”. He therefore argued that
granted the need to rely on American help, it would be
preferable for this to be effected not in Maria Theresa
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(Sybut in American cotton piece goods, which would
3 best form of Lease-Lend”.37¢
c-Dulmn, who approved of these conclusions,
bmitted a copy of the above memorandum to
Mackereth, on July 13, with the comment that it was
necessary to reconcile “‘the urgent need of obtaining
certain Ethiopian produce with our objection to the use of
M.T. dollars”. Discussing this dilemma, he frankly
observed: “On the whole, | am convinced that the need
for making sure that we get such supplies of Ethiopian
produce as are available must take priority; so far as we
can foresee, our existing stock of M.T.would not suffice to
ensure this objective if, in fact, we have to pay M.T. to the
producers. We are therefore up against the problem of
bringing additional supplies of M.T. .‘“m.fh" world, and
this we can only do with American silver”. . .

Such silver, he explained, could be made available in
three ways:

“1. By direct transfer to us under Lend-Lease, we
assuming an obligation to replace the silver ounce by
ounce after the war, )

“2. By Lend-Lease to the Emperor, with or without
an obligation to replace.

“3. By the Americans themselves supplying M.T. to
the organisations which want to purchase the Ethiopian
produce”. .

The first method, a loan to Britain, scemed to Rowe-
Dutton to offer “little attraction”, for “why”, he asked,
“should we take on an obligation to replace the silver
spent directly in the common cause™?

The second method, a loan to the_ Emperor, the
Treasury official also ruled out, for, he sau_d,"‘l feel pretty
sure that the Foreign Office view would d{shke American
supplies to the Emperor direct, since th;s_copr‘s:c could
only give them an increased footing in Ethiopia™. )

Rowe-Dutton therefore recommended the third
method, i.e. a loan to the trading companies, and
observed to Mackereth, “I should like to approach the
Americans on the third line, provided, of course, that you
are in agreement’ 277 )

Mackereth concurred in Rowe-Dutton's views. Sur-
veying the question of exports from Ethiopia, he
observed, on July 19:

“lI. M.E.S.C. believes that there :ure M.T.
$20.000,000 worth of useful commoditics that can
be purchased in Ethiopia with M.T. dollar-. but with
nothing else. _

*2. These commodities are wanted for Middle East
countries, and not by the U.K. except the rubber which
we do want. o

“3. Therefore the U.K. should not incur a liability,
but should share their burden of providing for the M.E.

ool.

R “4. We must try to get the stuff if it is there to be

had™.

Writing, like Rowe-Dutton with complete frankness on
the need “to get the stuff”, ie. the much-needed
Ethiopian exports, he declared: L

“The rest inflation, currency in Ethiopia, etc. are

Ily irrelevant . . . o
rc:t;” we are asked to say is that we should dislike the

Americans to Lease-Lend silver direct to the Emperor.

I think we can say this, not because, as Mr. Rowe-
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Dutton’s memorandum suggests, there would be grave
political objection to the Americans crashing into a
cherished preserve, but on strictly practical grounds
that (a) Coin paid direct to the Emperor might not
produce commoditics. (#) It would inflate government
expenditure, and so delay the easy return to a normal
cconomy based on Ethiopia’s own resources. (¢) It
would destroy for all time the possibility of getting a
sterling currency going in Ethiopia which in turn would
facilitate trade with the surrounding British territories,
and (d) The Emperor would have to be invited by us to
apply for such Lease-Lend, and this would be no good
for our *face’ 578

The above arguments, which were sent to Rowe-
Dutton, on July 21, provided the basis for Foreign Office
opposition to any idea of a direct American loan to
Ethiopia.

Discussions on the British currency board proposals,
meanwhile, continued in Addis Ababa, where the
commission of ministers and advisers, set up a sub-
committee, on July 17, which reporied back to the main
committee at a meeting attended by Makonnen
Endalkachew, Makonnen Desta, Aklilu Habte Wold,
Minassie Limma, Getahun Tassama, and C. S. Collier, on
Menase Lamma, Getahun Tassama, and C. S. Collier, on
the Ethiopian side, and Stafford, Sandford, Bethell,
Mathew and E. R. J. Hussey on the British. The meeting,
which approved a formulation earlier drafted in the sub-
committees, stated the Ethiopian viewpoint as follows:

“We recommend that the proclamation instituting
the Ethiopian Currency Board, should state that the
board shall be appointed by His Imperial Majesty, and
shall consist of five members, whose names and status
shall be published simultaneously.

“We are of the opinion that it is necessary for
persons of high financial repute to be members of the
board, and recommend that the offer of the British
Government to nominate two such persons, for the
approval of His Imperial Majesty, should be accepted.

“The proclamation should contain provisions for the
board to empower any members to perform specific
functions.

“We consider that the work of organising and
investing the reserve, und the minting, printing and
despatching of the new Ethiopian currency, be done in
London until such time as the new currency is properly
established, and that powers for the purpose should be
delegated by the board to the members who should be
in London. The cover for the currency should consist of
sterling securities, and cash to be kept in London, and
of gold, which should be kept in Addis Ababa.

*“We recommend that the seat of the board should be
in Addis Ababa, or such other places as, having regard
to special requirement, we may direct”.

In the course of the meeting, Sandford urged the need
for British financial aid, and went on record as declaring:

“I suggest that we should add as a condition of the
agreement, that the British Government should provide
the Ethiopian Government with a sufficient sum of
M.T. dollars, pending the effective introduction of the
new currency, in order to maintain the stability of the
dollar currency™.

He added:

“It would be wise to have as many dollars as-

possible to tide us over, until the new currency

commences, and my suggestion is that we should let the

British Government know that a quarter of the subsidy

will not suffice. I have heard $8,000,000 mentioned as

necessary™ .3

The above proposals were also agreed to.

Stafford, who seems to have been satisfied with the
outcome of the committee’s deliberations, duly reported,
on July 28, that *“‘the joint commission unanimously
signed a recommendation that the proclamation in-
stituting the Ethiopian Currency Board, should be
approved”, and that though *“a few amendments
designed to give a deeper Ethiopian tinge to the board,
and its works, were suggested . . . no question of principle
was involved, and it was hoped that with this formidable
obstacle surmounted, the new currency was at last in
sight”.*! Anxious to avoid any last minute breakdown,
Howe telegraphed to the Foreign Office, on July 30,
urging the advisability of accepting the commission’s
proposals, and declaring:

“Staft . . .and I think it would be preferable not to
mention in exchange of notes, any definite period for
board to sitin London. Ethiopian view is that it will be
the duty of the board to advise upon this. The same
object could be achieved by stipulating that the board
shall sit in London ‘until in the opinion of the board
the new currency is finally established, and manage-
ment can be transferred to Addis Ababa without
detriment’.

“We feel sure that in practice, advice of British
members would be advice which would be tendered by
board as a whole. Ethiopian Government will insist on
five (repeat five) members of whom three (repeat three)
will most likely be Ethiopian, but as at least one, and
probably two, will be in Addis Ababa, danger of
technical British members being over-ruled is more
apparent than real. If new currency can be made to
look wholly Ethiopian, the work will be left to technical
members of the board".**

The new proposals failed, however, to satisly the
Treasury. Maynors, accordingly wrote to the Foreign
Office, on August 19:

“We are still not happy with what lic proposes.

*“The bank take the line that you cunnot run a board
which has three members in London, and two in
Ethiopia, owing to the difficulty of satisfactory
consultation, and we also feel unable to rely on Howe's
assumption that the Ethiopian members of the board
will, in fact, follow the advice of the British members,
more especially on the question of the transfer of the
active seat of the board from London to Addis. We
should therefore, prefer to adhere to the five year limit
originally suggested™.>®
The Foreign Office, echoing this advice, therefore

telegraphed to Howe:

“We are not happy about the suggested expedient,
which we fear would not work in practice. It is
difficult to see how there could be satisfactory
consultation between members of the board, if three
are in London, and two in Addis Ababa. It might be
hazardous to rely on an assumption that the Ethiopian
members would follow the advice of the more

cxperienced British members. We should I.Ih;cﬁr‘cforc

prefer to adhere to the five year arrangement”’.

Though the British Government thus continued to
insist on effective control over Ethiopia’s currency, the
commission, in Addis Apaba. did not abandon its
deliberations, Howe reporting on August 2, that it had
“made considerable progress towards a solution of
currency board crisis”.?**

Appendix: Correspondence between Professor Stanley
Jevons and Lord Keynes, 1943

Professor Stanley Jevons, one of the Emperor 's
advisers in London who, as we have seen, wias several
times mentioned in the British Gov_cr.nmcm s_corres-

ondence, was an advocate of Ethiopia’s adoption of a
silver shilling, and conducted an interesting corres-

ondence with Lord Keynes, in the spring and summer of
1043, which deserves mention in this chrpmclc. the more
: , as the professor was the only economist _u!‘ the period
who attempted to see the currency question from the
Ethiopian standpoint. .

The professor opened the correspondence, on r}pnl 11,
1943, when he wrote from 95 Raglan Court, Wembley,
Middlesex, as follows:

“Dear Keynes, : ) .

“I read your plan for an international clearing union
with great interest; and particularly so as I happen just
now to be occupied writing a report for the Emperor of
Ethiopia on currency reform in his country. .

“At present three distinct currencies are In
circulation there: the pre-1936 coins, Maria Theresa
thalers, piastres and cents; lira notes and small coins;
and East African shillings, and subsidiary coins. _Ir. tI}c
towns, all these are in circulation, and keep varying in

lative value.

/ “My view is that the shilling should be adopted as

the permanent unit, divided into 100 cents. The

difficulty is how to work the vast amount of M.T.

thalers into the scheme. .

“My reason in writing is that Ethiopia is sure to
want to join the International Clearing Union. It would
be a great help to me if I could F.\pl{mr:;:ay proposals to

y Iy, and have your reaction to them.

}a'l'llr:xgccl vou will be leaving for U.S.A. soon for the

conference: but, if you can possibly spare time, I

should much like to call and discuss things with you...

“Would you kindly regard this Iatlcr_ as purely
personal and unofficial, as I have no authority from the
Emperor to discuss currency policy with the British
Government. When my scheme is received he will be
secking advice from H.M.G. through the British

Minister in Addis Ababa, and the F.Q, but in view of
the forthcoming conference I thought it would be a good
thing to have a talk with you now, if you can manage

;l(cynes replied, on April 13, observing that “the
problem you are dealing with . . . is very similar to cm:I:
that several of the European countries are facing, an
has, in my judgment, only a remote and contingent
relation to the Clearing Union”. Ignorlrllg the professor’s
request for a meeting, he politely added, "l shall bf: pigquy
to look through your document when it Is ready, if you
want me to”.

Jevons duly wrote back, on April 21, saying:

“I am so glad you are sufficiently interested to agree
to look through what I have written about the new
draft currency for Ethiopia. .

“I am afraid I did not make myself quite clear. It was
not on account of the probability that Ethiopia will
desire to become a member of the Clearing Union that
1 asked if I could have your views about Ethiopian
currency. Some months ago I decided to ask your help
in criticising my proposals for Ethiopian currency, as
soon as I felt satisfied with my decisions. It was a
coincidence that the white paper on the Clearing Union
appeared just a few days before I had come to a
conclusion as to how to deal with the problem of
Teserves . .« . :

1 must apologise for sending you a horrid bulk of
papers to read; also I hope you will excuse my scpdmg
you carbon copies as I am keeping the top copies 1o
send to the Emperor, as the matter has become urgent.

“You will see at once that what 1 have written 1s
rather like an elementary textbook. ‘l'h}: reason is that 1
want the Emperor himself, and his ministers, 10
understand the clements of currency theory, so t!m
they may be in a position to dlsc_uss the question
intelligently with their Financial Ad}-’lSl’.‘r,'L!-CO}.‘ F.E.
Stafford, who was for many years Financial Adviser in
Irag. He has what one may call a knowledge of the
technical aspects of currency and finance; but, judging
from the files, has little knowledge of economics.

“I have already sent an interim report to the
Emperor, indicating that I propose the shilling as the
future currency unit, and advocating the 1mr,|}edmlc
revaluation of the M.T. thaler at a higher level”.

A subsequent letter, of May 2, sent a further instalment
of Jevons’ report, with the comment, “I am sorry to
trouble you with such verbose stuff; but it seems
necessary to explain everything very fully for the
Ethiopians, who insidst cnh kn_:‘)wmg the reasons for
anything recommended to them'.

%evcrgl weeks later, on May 20, the professor sent thg
remainder of the report, with an apology for the delay:
SAvIng: ;
=) ‘$The delay has been caused mainly by the further rise

of the price of silver in Bombay, which made the plan I

proposed unreliable. _ o

“I can see nothing for it but to adopt 50 per cent
fineness as the standard of the new Ethiopian silver
co!l}aglc;ould hate to seem to hurry you after having
taken so long, but if you can find an opportunity {?f
studying the question at an carly date, it will be of great
assistance to the Emperor, and the population of l.h-"'
towns; for I understand that the shortage of{.:urrenc; is
getting still more acute. It cannot be remedied until a
decision is reached as to what the new coins are m. be.

“1 could call at your house, or at the Trcqsur)hw
discuss any points, if that will be more convenient t a:}
writing. I am generally at home in the mornings, an
late evenings, if you want to get me by 1elcph0lt}ed
Keynes, who was something of a diplomat, replied,

May 20:

oI do indeed owe you a1 apalogy for not having

)
o
o
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replied before now, to your leiters, or made comments
on your Ethiopian draft. But 1 have been so busy that
it has been really impossible. And now so much time
has gone by that I must, I am afraid, cry off.

“l did not appreciate when 1 offered to read, and
comment, that you were engaged in so extensive a
work, which I see it would take me some time to do any
sort of justice to”.

He therefore returned the professor’s report apparently
unread.

Jevons, who was unwilling to take no for an answer,
replied, on May 31, declaring inter alia:

“I am very sorry you feel it is too much for you to
study, but I must say I am not surprised.

_ "It has bulked much larger than I expected, when [

first wrote to you, and I must confess I felt rather guilty
in sending you such a mass of stuff to read, most of it
mere textbook.

“Since I am unable to go to Addis Ababa for
consultations I have aimed at providing answers to all
questions likely to be raised, and also at providine a
kind of reference book for future difficulties. That
accounts for some of the repetition. As I realised that
busy men would not have the time to read through ull
the report I started last week to prepare a precis, or
summary of the whole report, which will occupy only
six foolscap pages.

“As I told the Emperor, you had kindly agreed,

unofficially, to read the report, I propose to send yon
this summary in the hope that you may find time to
read it”.
The said summary was duly despatched on June 4, with
a cover letter in which Jevons wrote:

“Owing to the shortage of thalers, which may have
been disappearing to Aden and Bombay, the British
Government has supplied East African shilling
currency, and has agreed to go on doing so till the new
Ethiopian coins are available.

“I hope you may find time to read the whole of the
summary and to offer comments on any of my
proposals which seem to you inadvisable or ill
conceived.

“There are three points on which 1 should like your
opinion particularly:

“1. Is it best to make the Ethiopian shilling
(though of 50 per cent fineness, instead of five-
sixths) of the same weight as the rub, or guarter-
dollar, or should the weight be the same as that of
the East African shilling (i.e. somewhat less)?

2. Can you suggest any better way of dealing with
the M.T. thalers, now in the country (probably over
30,000,000)?

*3. Tt is I believe, already agreed that the note
issue is to be made by the Nat. Bank of Ethiopia,
which will have a separate Issue Dept. Do you agree
with my suggestions for the reserve, and for control
of the note issue™?

Keynes replied a fortnight or so later, on June 21, when
he declared:

“, .. T am afraid I have handicapped myself in some
way by not reading the main document. In particular, [
do not know what the London Committee’s scheme is,
and, therefore, am not in a position to follow your
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criticisms of that, or the respects in which you would
like to depart from it.

. *Nor is it clear to me whether your proposals are
intended to be something which is to come into force as
soon as possible, or whether it is merely a post-war
scheme.

“If it is only intended to be post-war, then there
should be better information than there is at present as
to how the silver question is going to clear itself up. In
any case, however, 1 think you will know rather more
about the silver position in three months time than you
do now. A great deal depends on whether the Green
Bill, which has just got through the House of
Representatives, will safely clear the Senate, unless the
position does clear itself up, I should have said it would
be unwise to make the new thaler even as high as 50 per
cent fine. Forty per cent would be much safer.

“Mevertheless, during the war [ should have thought
that the prospect of vour getting any substantial
amount of silver, even if any silver whatever, for re-
coinage purposes was practically nil. I do not know
how fully informed you are about the terrific current
shortage of silver for currency purposes.

“As regards the currency proposals, and your
suggestions for the reserve basis, | have no doubt that
the present recommendations are on the basis of the
colonial currencies, which all have 100 per cent reserve.
In the case of the Crown Colonies, there are, | think,
reasons why there is no particular ground for objecting
to that. But [ should be inclined to agree with you that
in the case of Ethiopia something more like what you
are suggesting would be quite reasonable”.

. Replying to this letter on June 25, Jevons explained his
ideas with greater clarity, and remarked:

“*My proposals are intended to come into force as
so00n as possible. The currency situation in Ethiopia is
pretty desperate, and they are only able to carry on
because the British Government is paying instalments
of the financial aid promised in the Anglo-Ethiopian
Agreement, of January 31, 1942, in East African
currency.

“In that agreement, the British Government
undertook to assist the Ethiopian Government in re-
establishing normal conditions, and the Emperor
agreed that in ull matters relating to currency in
Ethiopia, he would consult the British Government and
that arrangements concerning the currency should only
be made with that government’s concurrence; conse-
quently a committee was appointed, in London, to
devise a scheme. The Emperor and his advisers did not
approve several points in the London Committee's
pmpo:gal, and that is why the latter was referred to me.
_ "It is, of course, desirable that any new currency
introduced now should be suitable for use both during
the war and permanently thereafter. I have been
endeavouring to devise a permanent currency system in
conformity with the customs of the country, and which
could_ be applied in the present war-time conditions™,
Turning to the question of silver, Jevons observed:

“I have studied the silver question pretty thoroughly,
as I know that silver is in very short supply for currency
purposes; but it seems to me worth while putting
pressure on the American Government to part with

some of their enormous stock.

“pPresident  Roosevelt has  granted Lend-Lease
facilitics to Ethiopia; consequently, if' the British
Government cannot find the silver necessary for the
Ethiopian coinage, the next thing to do is to apply to
President Roosevelt.

“The currency | propose is not in any way dependent
on getting enough silver for 50 per cent; but I felt that
for political purposes 1 should rather not propose a
lower ratio than that which many countries have
adopted. If the silver is not forthcoming, then we can
have 40 per cent or 25 per cent, if necessary. Actually,
withdrawal of some of the M.T. thalers now in
circulation, and in the Ethiopian Government Trea-
sury, and the East African silver currency now being
issued, would provide a large part of the silver
required.

“As regards the relation of the percentage of silver to
tie prevailing price, | reckon that the price of silver is
not likely to go above Rs. 202 per 100 folas in India,
which is approximately equal to 7/6d. of English
standurd silver, because that is the melting point of the
new S0 per cent rupees so long as exchange remains at
1/6d.

" “] propose that the Ethiopian shilling be one-fourth
the weight of the M.T. thaler, so that the four shilling
piece may be exactly the same weight as the thaler. The
reason for this is that, in the absence of any
standardised weights in general use, the thaler coins are
used as weights for weighing metal and small goods
generally. They weight a trifle under 1 oz. av.

“It would seem that the Ethiopian shillings, of 50 per
cent silver, are pretty well protected against any likely
rise of the price of silver, for their melting point would
be about §/8d. per oz. English standard. That allows
3 per cent for loss by wear and transport, and 2 per cent
for refining. As coins would have to be sent from
Ethiopia to London or Bombay, probably the
allowance should be 5 per cent, rather than 3 per cent,
making the melting point 8/10d. The price of silver in
Ethiopia is likely to be governed more by the price in
Bombay, than anywhere else; but the price there is
most unlikely to rise above the melting point, 7/6d., by
more than a trifle.

“I should much like to have »our comment on the
sroposal I have made for the reserve for the note issue.
A proposal was made in the official file of the Finance
Department of the Ethiopian Government, which was
sent to me, that there should be a scparate Issuc
Department of the National Bank of Ethiopia, and I
have adopted that. It remained for me to propose the
composition of the reserve.

“I am sending you a few pages dealing with this
subject, which I hope you may perhaps find time to
read. You will see that I propose 100 per cent reserve in
sterling or gold, and silver coin. This is quite a
ditferent thing from the 100 per cent reserve aimed at by
the currency boards; for they take credit, not for the
face value of silver coin, but only for its metallic
contents, less the cost of melting . . ..

What Keynes replied is unknown to the present writer,

and in any case the Jevons-Keynes correspondence
appears at about this point to have come to an end.

—www.ethiopianorthodox.org

THE PROBLEM OF SMALL CHANGE, 1943

A major problem in Ethiopia throughout this period
was the shortage of small change, which had been
intensificd by the withdrawal of the lira, and the ever
growing demand for_moncy. -

The shortage of coin placed the Ethiopian Government
in a difficult position. It was unthinkable to revert to the
former Italian currency, and although there were still
many pre-war Ethiopian coins in the country there were
good reasons against their rcimrpductmn. for, as Slz}lTUrd
noted, “‘large stocks" had been in the palace when it was
thrown open to the public, on the entry of the ltalians, in
1936: “If the divisionary coinage were legalised, hoarded
stocks would be brought out, and be an embarrassment
to the Treasury™.?** :

The Ethiopian authorities had no option but to turn to
the unpopular East African coins. The Governor of the
State Bank, was accordingly despatched to Nairobi to
purchase supplies of this money. Howe noted, on May 2?5,
1943, that the Ethiopians were *‘most anxious' to obtain
a “substantial supply” of it, and that Collier had
discussed this in Nairobi with the Accountant-General of
Kenya, who was willing to supply 5 and 10 cent coins,
each to a value of £10,000. The East African Currency
Board in London, however, refused to agree on the
ground that the application should have been made
“through the British Minister in Addis Ababa’’,
presumably a reference to Ethiopia’s dependent position
as formulated in the agreement of 1942, with Britain.
Howe, who scems to have been distressed by the reply,
telegraphed, “this refusal will create bad impression as
shortage of coinage is major factor in the present serious
currency difficulties. 1 strongly advise, amounts men-
tioned should be released immediately”.*? i

On learning that the talks in Nairobi had failed, the
Ethiopian Minister of Foreign Affairs, wrote a formal
letter to the British Legation, on June 21, appealing for
its help, and declaring:

“The British Legation are, no doubt, well aware of
the serious difficulties which are being experienced
throughout the Empire, because of the lack of silver
and copper coinage, and the Imperial Government
would therefore be grateful it this could be specially
represented, so that urgent steps may be taken to bring
into Ethiopia as much East African silver and copper
coinage as possible™. )
Explaining that there was *“no other source from which

the Imperial Government can obtain coinage™, the
minister concluded:

“The position is regarded as critical, and the
Imperial Government trust that His Majesty’s Minister
will impress this on the British authorities concerned.
and arrange that some immediate steps are taken for
the supply of a substantial consignment with the least
possible delay™.>*®
The British Minister forwarded this request to the

Foreign Office, on June 26, and, urging the case for
granting it, stated that he understood it was “im-
probable”” that any further M.T. dollars could be made
available to Ethiopia, “even for most essential purposes
after the 3,000,000 then being allotted, and commented:
“Cession of dollar supplies is likely to confront I.IS“\\-'Ilh a
serious lack of currency acceptable to the peasant'.
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An important reason for consenting to the request was,
he explained, that it seemed “‘probable™ that it was a
“shortage of an acceptable imported exchange rather
than any great shortage of consumer goods” which was
threatening Ethiopia’s cereal and rubber exports, in which
Britain had a considerable interest.

Another advantage in “the provision of an ample
supply of East African coinage”, he argued, was that it
could be “expected to reduce the demand of the peasants
for dollars, or at least secure their co-operation in the
absence of dollars™,

Turning to the question how far East African currency
was likely to be accepted in the country, the minister
declared that “local financial authorities, and those
familiar with conditions in the interior, consider peasants
could be persuaded, without great difficulty, to accept
East African silver and copper coins, but there is no hope
of prevailing them to accept East African currency notes,
or indeed paper in any form. The objections of primitive
populations to paper currency are well known, and in
their condition reasonable enough’. He therefore
observed:

“I should be glad to learn whether Treasury could
make available from East African Currency Board a
substantial quantity of say £100 000 of silver, divided
between shillings and 50 cent pieces, and £10,000 of
copper additional to that requested for financing our
operations in Ethiopia, and as a measure to mitigate
East African currency difficultics™.

Empbhasising the urgency of the matter, he concluded:

“I am informed that it had been hoped to use
coinage of projected new Ethiopian currency for this
purpose. The urgency of the situation, in view of
probable exhaustion of dollars, by December, 1943,
makes it unwise to depend on any early decision on
Ethiopian currency proposals. East African coins
have moreover, already won considerable acceptance
in many areas'.3%?

The currency, described by Stafford as *‘a substantial
consignment”, duly arrived in September, but by the end
of November “less than a tenth of it had been issued”
because the Ministry of Finance was afraid that as soon
as it was issued it would “disappear from circulation™.390

The shortage of small chanze therefore continued, with
the result, noted by Stafford. on November 30, that there
were reports in the Arussi area of “large employers of
labour™ issuing “their own divisionary coinage of the
M.T. dollar,®"

Stafford, for his part, was constantly campaigning for
the greater circulation of East African currency. He wrote
memoranda on the subject for the Ethiopian Vice-
Minister of Finance, Yilma Deressa, on September 22
and October 21, and urged, ina letter of December 16,7
that the State Bank should increase its issue, and order “‘a
further supply” of this money from Kenya. Writing with
obvious exasperation, he declared:

“On all sides there are complaints of the lack of
change in circulation, and artificial exchanges are in
existence for cents, shillings and notes. Meanwhile
large stocks of each coin have lain, and still lie, idle in
the vaults of the State Bank. That this should be so is a
sad reflection upon the Ministry of Finance, by whose
order these badly needed coins are withheld from
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circulation™,

The above letter led to an interesting exchange of
correspondence. The director-general replied on the
following day to explain that the ministries had all been
issued with their alloted quotas of East African coins, and
that the same was true of the provinces of Shoa, Harrar,
Walaga, Tigre, Gojam and Arussi, though despatch to
other provinces was “pending transportation”. Instruc-
tions were being sent to the bank to make available to the
public up to £10,000, in East African coin, and on the
policy thus far adopted, he declared:

“We have been issuing these coins with such
parsimony, because of our fear of not being able to
secure further coins from Kenya, and we wanted them
to last as long as possible. As long as we can rely on
getting more supplies of these coins we have no
objection at all, and it should be put as soon as
possible at the disposition of the public™,*=
The director-general accordingly invited the financi |

adviser to *“'be rood enough to do the needful, to ord ¢
for us a further supply of these coins™. Stafford thereupoa
took up the matter with the British Legation, which he
requested to supply a further consignment of £75,000
worth of silver and copper coin.*"

A FIRST MONETARY APPROACH TO THE
UNITED STATES, 1943

In the summer of 1943, the Ethiopian Vice-Minister of
Finance, Yilma Deressa, travelled to the United States,
where he arranged, in June, that George A. Blowers, the
Manager of the Bank of Monrovia, should be engaged as
Governor of the State Bank of Ethiopia.?** A weck or two
later, on July 12, the Ethiopian official drew up an
important aide-mémoire, for President Roosevelt, in
which he spoke of the Ethiopian Government's
difficulties with the British. Observing that the first draft
of the Anglo-Ethiopian agreement, as first submitted to
the Emperor “amounted to the imposition of a
protectorate on Ethiopia™ he remarked that even “‘the
actual agreement . . . is regarded in Ethiopia as an
agreement  which imposes upon her government,
conditions which are incompatible with either liberty or
the exercise of her sovereign rights as a frec nution' 2%

Yilma Deressa also sent a memorandum i the same
day to the United States Secretary of State, Cordell Hull,
in which he stated that “the currency situation™ was “no:
less preoccupying™ than other problems facing his
country. He added that *lack of subsidiary money, and
fluctuation of the exchange rate, between the Maria
Theresa dollar and the British East African pound, had
created currency problems™. He therefore requested
financial assistance from the United States Government
to the tune of $50,000,000, £10,000,000 of which would be
a silver loan under the Lend-Lease Act.?*?

The United States Government responded both
promptly and favourably. On August 4, the Assistant
Secretary of the State Department, A. A. Berle, informed
the Secretary of the United States Treasury, H.
Morgenthau, and the President of the United States
Export-Import Bank, W. L. Pierson, that “for political
and other reasons” the department was “anxious to
accommodate the Ethiopian Government as far as may
be practicable™, and “in principle . . . disposed to give its

support to the request of the Ethiopian Government for
finuncial assistance™. He expressly mcn_tloncd ‘poss1ll':lc aid
for Ethiopia “in the stablisation of its currency". The
Treasury Secretary replied in favourable vein, on August
6, that “in view of the desire of the State Department to
accommodate the Ethiopian Government, as far as
racticable, the Treasury will give sympathetic con-
sideration to requests of the Ethiopian Govcrnmcnt“ E‘:;
financial assistance in the stabilisation of its currency™.
The above negotiations were kept a close secret, and
not at this stage disclosed to the Brilish: Yilma Deressa
and Cordell Hull signed a wcil-pub!mlscd mutual aid
agreement, on August 9,%*% but no mention was made of
the request that Ethiopia’s currency should be produced
in the United States. Three days afterwards, on August
12. the Secretary of State’s Adviser on Political Relations,
wallace Murray, informed Yilma Deressa, lh:ir:._mstruc-
tions to proceed with the matter had been given “in order
nable the Treasury Department to begin work on the
s which you wish to have made". He added that orders
had been given to the Security Bank Note Company,
Philadelphia, Pennsylvania, “in connection with your
desire to have that company make some lithographic
plates for the printing of Ethiopian currency i
A currency break through was thus at last in sight.

CONTINUED DISCUSSIONS ON THE BRITISH
AND AMERICAN PLANS, 19434

While Yilma Deressa was holding his initial currency
talks, in the United States, the Ethiopian ministers and
their advisers in Addis Ababa, continued fairly
laboriously to discuss the British currency plan.
Discussions, as so often in the past, scemed to the
British to be making real progress, as a result of which the
financial adviser reported to the British Minister, Howe,
on August 20, 1943: )

“It is practically certain that the new currcncy
proposals will be accepted, subject to the face-saving
changes, of which you are aware, and that the Emperor
will request the help of H.M.G. in obtaining dollars for
the purpose of stabilising the sterling exchange, at an
economic level. You will agree that a cheap dollar in
our present circumstances is_essemiul'i .

On the question of Maria Theresa dollar supplies, he
added:

“The British Government have offered to pay one
quarter’s subsidy in M.T. dollars, when the currency
board scheme is accepted.

“I assume that 5,000,000 M.T. dollars would be
necessary to bring the sterling price of the doll:.i.r back
to two shillings, and to hold it there for a year™.**!
As the summer proceeded it nevertheless became clear

that the commission was making but slow progress. On
September 1, Howe reported that the financial adviser
had *“tried to pin the Ethiopian members down to a
definite period for Currency Board to sit in London, but
the latter's view was that it would be the duty of the
board to advise on this”. The minister was, however, still
not too pessimistic that a compromise could be found,
for he added: . o

“As long as the board is functioning successfully, 1
do not suppose there will be much likelihood of
interference from the Ethiopian members who will be
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here, if only for the reason that there is no Ethiopian

who knows the first thing about currency matters™,

The “whole arrangement” proposed by the commission
he added, was merely *'a face saving device” 402

Anxious to break the deadlock the British advisers then
decided to request a joint audience with the Emperor. The
meeting took place on Scptember 14, as Howe
subsequently reported. The opening statement was made
by the financial adviser, who declared: )

“His Imperial Majesty is aware of the hardship to
the people, and the damage to trade, caused by the high
price of the Maria Theresa dollar. He is also aware that
in our opinion the only effective solution lies in
accepting the proposals made by the ﬁrlllsh_Govcrn-
ment for a new currency, and in securing their help to
increase the quantity of dollars in circulation . . . Until

a decision is taken, no effective action can be taken to

improve the lot of the lower paid servants of the

government, or to restore the economic situation.

Although the dollar price has steadied lately, the

demand will probably cause the price to rise steeply at

the end of the rains”. :

The Emperor, it at once became clear, took a very
different view of the financial problem, for, according to
the British Minister, he linked financial “stringency
*“with the proposal to hold a 100 per cent reserve for the
currency for, he says, if such a total reserve were not
necessary, there would be credits available for the
development of trade and commerce”. Howe's report
gives no further details of what the Emperor said, but
mercly sums up the latter’s attitude, somewhat
unsympathetically, as one of *“why cannot his advisers
devise a means of printing banknotes he needs, without
imposing any burden on the present resources of the
Ethiopian Government'.4% o .

Stafford, who was bitter at this rejection of the .Bntlsh
plan, and seems to have ignored thq Treasurys own
intransigence, later described the meeting as a * cqmcdy
interlude”, and complained that *‘the Emperor’s re-
sponse” 1o proposals “which had been so laboriously
achieved, was disconcerting”, for the Ethiopian ruler had
“proceeded to serve up a rchash of the old familiar
complaints of insufficient help from lhﬁ British
Government, and the need for more money”. Deeply
irritated by this development, he declared that the
advisers’ demarche thus “had no useful effect, save to
expose more clearly the weakness of the advisory
system.” 10 R

The failure of the advisers' initiative became more
apparent a week or so later, when George Blowers, the
American banker, whom Yilma Deressa had engaged,
arrived in Addis Ababa, on September 14, as Howe
telegraphed to London, but without any comment.*%*

Howe's report on his meeting with the Emperor, and
allegations as to the latter’s alleged financial unortho-
doxy, caused the irascible Rowe-Dutton once again to
intervene in Ethiopian financial matters. On October | E,
he wrote to Mackereth to declare that the Emperor's
views on financial and currency questions “reinforced
him in his “determination that the currency board should
be firmly under British control”. “His attitudcﬂm\ the
currency board”, the Treasury official declared, *‘makes
it clear that we were absolutely justified in our insistence



that, if we are to participate in a currency board, the
control, and management must be in London, and free
from any interference by the Government of Ethiopia™.
Writing in his usual dogmatic vein, he added:

“Any suggestion that the currency board should
exist to give credit to trade and commerce betrays a
complete failure to understand what the currency board
stands for.

“You will, I am sure, agree that in the circumstances
we can make no concession, whatever, on the currency
board picture™. 1%

Mackereth accepted the above arguments, and
accordingly wrote to Howe, on October 21, observing
that the Foreign Office had discussed the matter with the
Treasury, and, echoing Rowe-Dutton’s words, he added:

“It now appears perfectly clear to us that the
Emperor’s attitude to the currency board fully
justifies our insistence that, if we were to participate in
a currency board, the control and management would
have to be in London, and free from any interference
by the Ethiopian Government. Any suggestion that the
currency board should exist to give credit to trade and
commerce, betrays a singular failure to understand
what the currency board is for™.#"7
Chapman Andrews, another Forcign Office official, at

this point intervened to observe somewhat patronisingiy,
in an official note:

“I thought all along that the Ethiops hadn't the
remotest idea what the term ‘central bank’ means.
Surely this might be pointed out to them™.

Realising the possible significance of the appearance a
few weeks earlicr of the American banker, he added: “the
Emperor will not be above trying to get Mr. Blowers to
raisc money for him in the U.S. - if the Treasury won't
play any more™.

The significance of the above remark seems to have
been ignored by Mackereth, who, on seeing Chapman
Andrews’ note, merely seized on the assumed Ethiopian
unfamiliarity of banking matters, and commented:

“It is the minister, and financial adviser who
must (and probably they can) provide a child’s
guide to managed currency”.10%

While the Foreign Office officials were thus exchanging
their somewhat puerile memoranda on the financial
ignorance of the “Ethiops” and the need to provide them
with a *child’s guide” the plans which Yilma Deressa had
instituted in the United States were beginning to take
shape. On October 23, the Acting United States Secretary
of State. E. R. Stettinius, sent the American ambassador
in Egypt, a telegram for relay to his counterpart in Addis
Ababa, J. K. Caldwell, submitting the text of a formal
request, which it was proposed the Ethiopian Govern-
ment should despatch to the United States Treasury. The
draft, which included a general statement of Ethiopia’s
monetary problems, declared that the country lacked “a
national currency system™ and had to rely on Maria
Theresa dollars, as well as foreign currencies “inadequate
for the needs of Ethiopia™, and that “‘great incon-
venience” resulted from “the use of several kinds of
money" and “‘marked shortage of subsidiary coin™.

“To correct this situation, and to aid the economic
development of Ethiopia”, the telegram declared, “the
Imperial Government of Ethiopia plans to establish a

national currency system, and to retire the money now in
circulation”. .

Turning to the proposed new issue, which was to be
based on a 50 cent silver coin, half the value of a Mariy
Theresa dollar, the draft observed that in order “'to insure
an adequate system of subsidiary coin, an essential pan
of the new currency system, it will be necessary to have
5,430,000 ounces of silver for the minting of Ethiopian
50 cent picces. It has been concluded that the use of any
substitute for silver in this coin would not be practical in
Ethiopia™.

Emphasising the urgent need for silver from the United
States, the draft continued:

“The only silver the Imperial Government of
Ethiopia now has on hand, consists of some 2,000,000
Maria Theresa dollars, the silver content of which is
approximately 1,500,000 ounces, and could supply only
a fraction of the silver requirement. In view of the
urgency of the need, the lack of minting facilities in
Ethiopia, the difficultics in providing for coinage in two
places, and the time which would be lost in the
transportation of dies, it would be impracticable to
attempt to use the Maria Theresu dollars for a part of
the silver needed at the present time.

“Accordingly, the Imperial Government of Ethiopia
finds it necessary to fill the present requirement for
silver from other countries. Consideration has been
given to possible sources of supply, and it has been
determined that the United States is the only available
source from which silver may be procured.

“In view of these facts”, the draft concluded, “the
Imperial Government of Ethiopia sincerely hopes that
it will be possible to grant the request for the Lend-
Leasing of 5,430,000 ounces of silver from the stocks of
the United States Treasury, through the Office of Lend-
Lease Administration, the silver to be returned to the
United States Treasury on an ounce for ounce basis,
within five years after the end of the existing national
emergency in the United States, as determined by the
President of the United States, provided, however, that
if conditions of the world supply of silver make it
advisable, such period may be extended by agreement
of both governments for an additional two years”.1**
Later on the same duv. October 23, Stettinius sent

Caldwell a second telegram. giving him further details on
American thinking.

“The United States”, he declared, “is prepared to
Lend-Lease 5,430,000 ounces of silver, for purposes of
coinage to Ethiopia, as requested on behalf of his
government, by Mr. Deressa, Vice-Minister of
Finance.

“Further negotiations pertaining to the Lend-
leasing of the silver. including notification of the
Ethiopian Government of the above, will be carried on
through the Legation at Addis Ababa.

“The United States is prepared to mint the coins
here. It is understood that the costs of minting, and of
shipping the coin to Addis Ababa. will be paid for by
the Government of Ethiopia, although, if necessary,
the cost of shipping may be extended to Ethiopia as
additional Lend-Lease aid™. 410
The above telegrams, it will be noted, explained the

details of the currency plan to the United States Legation
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without giving it any specific instructions. The American
minister therefore took no action on the matter,
probably because he expected to be approached from the
Ethiopian side, but the Ethiopians for their part also
waited, with the curious result that _Slcttcnlus s tclegr{ims,
though obviously of the utmost importance, remained
unanswered for over a month. Caldwell ncverlhelcss_long
afterwards informed the present writer that “the attitude
of the Ethiopian Government was one of great interest
and expectancy™. "

¢ ],-\mcI:ican coynccrn at this delay prompted Cordell Hull
10 telegraph to Caldwell, to observe, on November 26,
that he had learnt that the American Legation in Addis
Ababa has thus far “taken no action on lend-lcasing
silver to Ethiopia”. He therefore gave the minister
precise instructions, declaring: ) )

“You are hereby specifically authorised to assist the
Ethiopian Government to complete the letter of
request and the agreement, which you should then
transmit to the department, by diplomatie pouch. You
should inform the department, by telegram, when these
documents have been signed, and Treasury will

roceed with minting of coins.
pOn the detailed procedures to be followed, Cordell
Hull continued:

“With regard to the signature of the request, and the
agreement, the signature of an appropriate official of
the Ethiopian Government will suffice, if the Emperor
does not wish to sign the documents personally, but in
such case, we suggest that the Emperor should be asked
to sign a letter, or publish a decree, designating the
appropriate official, and authorising him to sign. The
letter, or decree, should contain a reasonably r_:lcqr
indication of the content of the documents the official is
authorised to sign. Please advise the department as to
the form of authorisation, which in your opinion will
best guarantee that the agreement to return the silver
will be permanently valid, and binding upon the
Ethiopian Government, and will at the same time
accord with customary practice on such matters in
Ethiopia. o L

“Since there is now an Ethiopian Legation in
Washington, and the coins will I_':c mir}tcd here,
Treasury suggests that the transfer of the coins for the
receipt take place here. The official who would sign the
receipt in Ethiopia, could delegate his authority to
Ethiopian Minister here’.* ) ) .
Caldwell, on receipt of these instructions, immediately

spoke with the Ethiopian Vice-Minister of Foreign
Affairs, Ato Aklilu Habta Wald, and reported to
Washington, on December 2, Ithat he had left him “a
signed communication with copies of the three documents
which will tequire signature”™. On the question who
should sign the request, the minister went into some
detail, observing, I have amended the note of request,
and the contract to provide for signature by the Emperor,
and stated in my note that it is presumed that he will sign
them. explaining orally in reply to a query of the Vice-
Minister, that this was due to the lack ol'bo_th Minister of
Finance and Minister of Forcign Affairs. It is my
understanding that this lack is due to the desire of the
Emperor to act as his own Minister of Finance and
Minister of Foreign Affairs, in which case it would seem
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that the documents in question should be signed by the
Emperor. If any other course is proposed I will
communicate further regarding it™.

“The Vice-Minister of Foreign Affairs™, Caldwell
concluded, “informed me orally yesterday, that question
is now to be discussed with the British Minister, pending
the result of which documents submitted by me cannot be
signed".41? :

Caldwell's conversation with Aklilu Habta Wald seems
to have led to immediate action on the part of the

Ethiopian Government, for on the following day,
December 2, the Emperor informed Howe of the
American offer. In a telegraphic report, the latter stated
on the following day:

“Emperor told me last night that United States
Government had agreed to give Ethiopia under Loan-
Lease Agreement, silver equivalent to 5,000,000 M.T.
dollars. In view of acute shortage of divisionary
coinage in Ethiopia, Government proposed use of this
silver for new coins of half and quarter denominations
minted with effigy of the Emperor™. .

The political significance of this revelation became

apparent when the Emperor went on to mention Article

IV of the Treaty with Britain, which, it will be recalled,

stated that ““in all matters relating to currency in Ethiopia,

the Government of the United Kingdom shall be

consulted, and that arrangements concerning it shall be

made only with the concurrence of that government'.
Referring to such ““consultation™, the Emperor expressed
the hope that *“His Majesty’s Government would raise no
objection to Ethiopian Government getting this silver
under Lend-Lease™ .

On the same day, the Emperor, also accorded an
audience to his financial adviser, at which he revealed
news of the American decision. Stafford, who referred to
himself in the third person, reporis: .

“His Imperial Majesty began by saying that he had
called for the financial adviser, as he had some good
news. The Government of the United States of
America had said they would supply Ethiopia, on
Lend-Lease terms, 5,000,000 oz. of silver, for currency
purposes. He had discussed this offer with the British
Minister, who thought that the British Government
would raise no objection. Did the F.A. consider that is
would be beneticial, and how could it best be used? It
was not of course 2 big amount for a country of thit
size’.

Stafford, who does not secem to have envisaged the vse
of the silver for the minting of Ethiopian coins, but rather
to purchase further Maria Theresa dollars, “replied that
the offer was a valuable one: The silver could be turned
into M.T. dollars, and this could help to relieve the
strain on that coin and ease the currency difficultics.
H.LM. remarked that there were sufficient dollars for the
use of his people, and it was small change that was
needed. Could not the silver be used for this purpose. The
F.A. teplied, hesitantly, that there could be an issue of
divisionary coin of the dollar with a high silver content,
but that token small coins would present much difficulty.
He agreed that such coins could bear H.1.M’s effigy. The
subject”, he nevertheless continued, “was an intricate one
and he would prefer not to express a definite opinion on
the method of using the silver, until he had considered it



carefully. He saw no reason to think that the British
Government would raise any objection, provided the use
made of the metal, for currency purposes, was sound.
H.LI.M. said that he wanted a fully considered opinion,
and requested the F.A. to submit his proposals for a
further discussion with H..M.”".

Stafford, who was still preoccupied with the British
Treasury’s plan, records that he then “said that he had
intended raising at this audience the necessity of a
decision on the currency board proposals”, Conscious
that the Emperor's announcement had, however,
introduced a new element, he nevertheless remarked that
“he assumed that in view of the silver developed H.ILM.
would wish to leave this over until the F.A. had given his
advice regarding the use of silver. It was still necessary™,
he added, “to decide on the form the future currency
should take. H.I.M. said that after this silver question had
been discussed, and settled, he would appoint one or two
oﬂﬁciu‘ls to discuss the currency board proposals with the
AL Tk

In London, meanwhile, the British Government was
stil. thinking in terms of expanding the usc of East
African  currency, and of obliging the Ethiopian
Government to adopt a currency linked to sterling. On
December 2, the very day that the Emperor informed
Howe and Stafford of plans to introduce an Ethiopian
currency financed by an American loan, Rowe-Dutton
drew up yet another of his forceful memoranda.
Observing that East African currency “circulated in
Addis Ababa and other centres” and that the supply of
notes was “alrcady adequate™ he admitted that the East
African shilling, “*a dingy dumb coin”, was “not welcome
in many areas”, but argued that attempts were being
made *“'to push it hard in the purchase on next year's
grain harvest™. “This would be easier”, he added, “if we
could supply imports to be sold for shillings, which
cannot hope to be as acceptable as thalers for hoarding
purposes’.

The thaler was, he admitted, “the popular coin”, and
one which was used for the payment of the army, and for
the keeping of Ethiopian Government accounts, and was
“said to be the only coin acceptable to native producers of
grain, hides and wild rubber, which we hope to buy™. The
Treasury official nevertheless objected to this coin,
partly because “the provision of thalers to finance our
purchases was a most unwelcome drain on our silver
supplies”, and partly because “the value of the thaler
fluctuates with the price of silver” and “‘over the past
year” had “risen steadily”. Objecting to the Ethiopian
Government’s attitude to the old Austrian coin, and
displaying an ironic unawareness of the Ethiopian plan
for the establishment of a national currency, as
announced that day in Addis Ababa, he complained:
“The Emperor cannot get away from the idea that the

thaler is the currency of Ethiopia, to be held (like other
sovereign currencies) at a fixed value in sterling . . . the
Emperor always holds that having re-introduced the
thalers in such quantities, and then left the country, we
ought to leave him a reserve big enough to stabilise the
rate. i.e. an unlimited amount, and this is a steady cause
of misunderstanding.

“We have never wanted”, Rowe-Dutton added, *‘to
p'ay croquet with this flamingo™,
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On the proposed currency board, he recalled that a
plan for such a board had *been with the Emperor since
April, 1942”, but that though the Ethiopian ruler had
“not refused it in principle” he would “not play™.
Complaining of this resistance to his plan he attacked the
Ethiopian ruler on the grounds:
*(a) that he has never understood how a board
works, and is disappointed that it is not allowed to do
things (such as provide credits for industry) utterly
incompatible with its functions of providing a nice and
stable currency.
*(b) that he feels its meeting in London (where alone
it can manage its investments, and be immune from
political and other interference) is derogatory to
Ethiopia.
“(¢) that he cannot really keep his mind off the
thaler”.
The Treasury official concluded this biased assessment
of the Ethiopian attitude by one additional statement of
his prejudices, namely that “we think that any local issue
- e.g. by a Bank of Ethiopia - would be exposed to
manipulation by i1he Emperor, or by unscrupulous
subordinates, which might be disastrous™.##®
On the following day, December 3, Howe telegraphed
to inform the Foreign Office of the Emperor's
announcement on the proposed new Ethiopian currency.
Explaining that “His Majesty hoped to receive your veiws
very soon’”’, he gave it as his own opinion that *we cannot
presumably object”. Turning to the implications for the
British currency proposals, which Rowe-Dutton had been
so insistently propounding in London, he added, “I do
not know what effect his offer will have on our currency
board proposals. I tricd to draw His Majesty on this, but
without any definite result™. Looking to the future, the
minister nevertheless added his own pertinent comment,
that the effect would “probably . .. be to kill proposals™,
Howe also touched on details of how the American
silver could be used. He declared that Stafford was still
“considering” the “implications” of the offer, and had
“not yet made up his mind”, but that his “preliminary
views” were as follows:
*“(a) it is not possible to use it for divisionary change.
“(b) silver should be offered to His Mujesty's
Government in return for M.T. dollars now in their
possession, which he suggested some time ago.
*(¢) coinage of high silver content would disappear
as soon as put into circulation, and token coinage,
impracticable without sufficient dollars for exchange™.
The telegram concluded by noting that Stafford had
been “asked by the Emperor how best the silver could be
used, and would appreciate Treasury’s views™ 417

Howe, meanwhile, set about trying to obtain further
information on the Ethiopian Government’s plans. A few
days later he succeeded in getting some details from the
American minister, and accordingly telegraphed to the
Foreign Office, on December 6, that “silver amounting to
some 4,300,000 ounces is to be minted in the United
States, and that arrangements to this end were made by
Vice-Minister of Finance, during his recent wvisit to
Washington".#1* A week or so later, the British Minister
received additional information from the Emperor, and
telegraphed to the Foreign Office, on December 18, that
the latter had declared:

“The request to the Government of the United
States of America, for Lease-Lend assistance, was
prompted by the necessity for the Imperial Govern-
ment to add to their dwindling stocks of M.T. dollars,
their requests to His Britannic Majesty’s Government
for such aid not having met with the desired response.
The probability of utilising the metal for divisionary
coinage of a national character is being examined, but
the precise manner in which the silver will be applied to
meet currency needs is still the subject of discussion
between His Imperial Majesty, and his advisers, and no
decision on it has yet been reached™. ;

The Emperor, Howe concluded, “adds that he is most
anxious to receive an early reply from His Majesty’s
vernment”.#1*
G(;{eport of the currency plan also reached Lord Halifax,
the British Ambassador in Washington, who telegraphed
10 London on December 18th: N

“Silver is to be minted by Americans at Ethiopia’s
expense into ‘new half dollar’ coins which . . . they
understand Ethiopians intend 1o try to substitute for
Maria Theresa on a two for one basis. They mentioned
also notes and ‘25 cents’ and ‘10 cent copper pieces’,
but say they have no details on currency programme as
a whole™. 120 . )
The British Government, faced by a virtual faif

accompli, had scarcely any alternative but to agree to the
Ethiopian Government’s request for a loan from the
United States. On the arrival at the Foreign Office of
Howe's telegram, of December 3, Mackereth saw tl]e
scheme chiefly as a “windfall” which would frée Britain
from financial obligations to Ethiopia, and commented:

1. In many ways I cannot help thinking that this
may prove a merciful release from our own self-
assumed responsibility to manage a new Ethiopian
currency.

w2, Ityis also a windfall to the Ethiopian Govt. (for
which they will not have to repay) of about £500,000,
which can be borne in mind if, and when we
contemplate further financial aid to Ethiopia™.®!
Consultations on the proposed American loan were

then held between the Foreign Office and the Treasury.
On perusal of Howe's telegram, of Dgccmt.)cr 18, y-htch
stated that the Emperor was *“most anxious” 1o receive an
“early reply” on the British reaction, Rowe-Dutton
phoned Mackereth. on December 23, to declare:

© e could not possibly veto the initiative they the

Ethiopians had taken, and as we had no silver

available for this ‘extravagant’ purpose, we ought to

instruct Mr. Howe to inform the Emperor that we had
no objection to the Ethiopian Government receiving
the silver on Lease-Lend”.

Mackereth did not dissent from this opinion, but, fully
aware of the political implications thereof, noted:

“Thus by another step (the first being the
appointment of an American Adviser to the Minister of

Foreign Affairs) we are approaching a de facto

situation . ..".

On the following day, Christmas Eve, he therefore
telegraphed to Howe, informing him of the British
Government's concurrence in the proposed request to the
United States, and declaring:

“His Majesty’s Government would have on
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objection to Ethiopian Government’s receiving silver

under Lease-Lend, which Americans would mint and

ship™.42

Though raising no objection to the Ethiopian
Government's move the Foreign Office was in fact fairly
resentful of it, as is evident from a memorandum of the
Foreign Secretary, Anthony Eden, who noted on
December 30, that the American Treasury had "ag;ccd to
meet the Emperor's direct request from abput £3{)0.[)q0
worth of silver, for the purpose of perpetuating the Maria
Theresa silver dollar, from which, incidentally we were
anxious to wean them in the interests of Ethiopian
foreign trade as a step toward the higher stund:trq of
civilisation that prosperity produced by such trade might
induce”. Writing with obvious irritation, he addcgl that
this, and other American acts, had “been dg::mg without
any attempt at prior consultation w'nh us .’:“ British
disquiet at the development of American relations with
Ethiopia, was likewisc evident in the complaint by
Molesworth. the Press Attaché at the British Legation in
Addis Abuba, that “almost every action” of the Ethiopian
Government in the currency issue had been “taken in
opposition to the recommendations of the British
Adviser”, i while the British Government’s FPolitical
Review for 1943, bluntly declared that “the year 1943
witnessed a deterioration in Anglo-Ethiopian relations”,
and, on the currency question, it added: .

“The attempt to impose orthodox ideas, and
methods of finance on the Ethiopian authorities, made
little or no progress. The failure of the Ethiopian
Government to take steps to put its currency house in
order produced the advisers’ joint demarche, the
failure of which has already been described. It was
clear that the proposals for a new Ethiopian currency
based on sterling, and controlled by a board located in
London were doomed to failure: the Ethiopians were
determined to keep the control of any new currency
under their eye in Addis Ababa™.** o
Deteriorating relations between Britain and Ethiopia,

and the possibility of Ethiopia’s obtaining silver frurp
America, thus combined to destroy the British Treasury’s
plan for an Ethiopian currency based on sterling. Howe,
on learning of the proposed loan, had. as we have seen,
commented that its effect would “probably™ be to “kill
the British propesal, while Stafford subsequently
complained of the “many weary hours™ he had spent
“explaining the theory, practice and different systems of
currency to a collection of Ethiopian Ministers of varying
powers of mental receptivity”, and added that “the new
system was doomed to ultimate rejection, because it is the
Emperor’s intention to keep full control of Ethiopian
currency in his own hand, and under his own eye. The
hardship of the poor people and the damage to commerce
caused by the prolongation of the present absurd
currency arrangements”, he angrily concluded, “arc of
little account compared with this overriding require-
ment’”. 4%

The British Minister, and the financial adviser. were by
now well aware that their currency plans had entirely
miscarried, and on January 4, 1944, Howe frankly
informed the Foreign Office that: . .

**No progress has been made in connection with the
setting up of the proposed Ethiopian Currency Board,
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and the issue of a new currency. Indeed it is now clear,
as Mr. Stafford says, that the scheme js doomed to
rejection, and the Ethiopian Government have
undoubtedly devised a currency scheme of their own,
and have taken the first step toward jts realisation by
obtaining over 5,000,000 ounces of silver from the

United States of America, under Lease-Lend arrange-

ments', 427

For the meantime, however, the country continued to
operate, as previously, on the inconvenient dual monetary
system, with the Maria Theresa dollar still rising in terms
of its East African partner. The Ethiopian Government,
though still favouring the former money, displayed a
realistic attitude to both, as was apparent on February 21,
when the State Bank of Ethiopia’s Board agreed to the
proposal of its new American Governor, George
Blowers, that because the dollar was then “overvalued™
the bank should dispose of its dollar capital, then
amounting to 250,000 dollars, and increase its shilling
capital, which then consisted of 1,500,000 shillings™ 9

The circulation of two currencies nevertheless con-
tinued to be a causc of concern, and caused the Ethiopian
Herald, albeit subsequently, to complain that these
moneys were “not our own national currency”, and,
turning to the inconvenicnces of this state of affairs,
reiterated: “it was impossible for the state bank to
expand the volume of currency in time of a slump in
trade™.

Fluctuations in the cxchange rate, between shillings
and Maria Theresa dollars were, the newspaper
concluded, the cause of “hardship . . . to salaried
cmployees”, while “owing to inability of the Imperial
Government to mint from time to time, divisionary coins
of the currencies, according to their requirements, it was
impossible to issue coins to the extent required by the
public. As a result of this, the retailers began to sell
70 cents to ashilling, when it actually was 100 cents to the
shilling.29

This analysis was confirmed in a subsequent report of
the State Bank of Ethiopia, which observed: “Both the
bank and the government were helpless as they had no
control over the supply of either currency. It became
necessary that an independent Ethiopian currency be
introduced, which could replace both the silver
commodity, Maria Theresa thaler and the East African
shilling™,#0

THE ANGLO-ETHIOPIAN AGREEMENT OF 1944
AND ITS CONSEQUENCES
Discontent over the 1942 agreement with Britain.
which, it will be recalled, had strictly limited Ethiopia’s
freedom of action in the monetary sphere, led the
Ethiopian Government to decide on its revision. On
January 12, 1944, Ato Aklilu Habta Wald, the Ethiopian
Vice-Minister of Foreign Affairs, accordingly wrote a
formal letter to the British Government requesting a new
agreement, and declaring:
“As regards the agreement of 1942, several clauses
have no longer any utiliry” 41
The drafting of a new agreement was, however, delayed
for the greater part of the year, during which period the
British became increasing aware of the extent to which
the unique position of influence they had enjoved in
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Ethiopia immediately after the liberation had been
weakened by the entry of the Américans in Ethiopian
afairs, One of the observers most conscious of this
development was Howe, the British Minister in Addis
mbaba, who reminded the Foreign Office, on March 9,
that:

“In the past year Ethiopian Government have
applicd to the United States in matters covered by the
agreement, e.g. silver for currency, advisers and
supplies, without any prior consultation between
British and American governments”.

Howe’s solution for what he considered this regrettable
state of affairs, was the formulation of a joint Anglo-
American policy on Ethiopia, for he declared :

“In any discussions with the United States regarding
policy in Ethiopia, it seems to me essentjal to know
whether Americans would be willing to pursue a
common policy with us",

Such a joint approach was needed, he argued, because
“at present it is possible for Ethiopian Government to
arrange the matters that effect His Majesty’s Government
with United States and present His Majesty’s Govern-
ment with a fair accompli® 43

The United States Government, which had no desire to
underwrite Britain's exclusive interests, was, however,
unwilling to come to any such agreement, with the
result that the British negotiating position, at the time of
the Anglo-Ethiopian talks of 1944, was substantially
weaker than it had been two years earlier.

The question of Ethiopia’s future currency reccived its
share of*attention when the new treaty came to be
considered in London, but the British Government
considered it inexpedicnt to include any reference to the
matter in the first draft which Foreign Secretary Eden
despatched to the chief British negotiator, Lord De La
Warr, on September 13. Article 1V, which was to deal
with currency questions, was therefore left blank “to be
drafted later”." Detailed instructions were, however,
drawn up, which laid down that he, De La Warr, should
“reserve the position of His Majesty’s Government™ in
respect of this article, until the rest of his mission was
completed. “In the discussion of currency questions”, the
instructions added, *you will be guided by the
memorandum enclosed herein'.

The said memorandum embodied history of the
Ethiopian currency question, slanted towards the British
point of view. Explaining the causes for British
involvement in Ethiopian economic matters, the docu-
ment recalled that “early in 1942, discussions were begun
on the subject of establishing a new currency for
Ethiopia”, based on the pound sterling, to be called the
“Ethiopian pound™ and equal in value to the pound
sterling. This currency was to be issyed by a currency
board, composed of a representative of the Bank of
England, and, following the Iraqi model, was to sit in
London, and ensure the new money’s stability in terms of
sterling. The Maria Theresa dollar was “gradually to be
eliminated, although its use in the more remote country
districts scemed likely to continue for a long period”.
This scheme, Lord De La Warr was informed, “at first
appeared to commend itself to all concerned, but
gradually, as details were discussed, it was found that
opposition was coming from the Emperor, who objected

(0 a currency board sitting in London™, Recalling the
negotiations with which the reader is by now familiar, the
memorandum noted that efforts were made to convince
the Emperor that the proposal was *reasonable and
sound”, and that the British later agreed that “after
the period of five years, when the smooth working of the
plan had been established, the board could be transferred
to Addis Ababa, if such was still then the Emperor’s
desire. However, the Emperor remained unshaken in his
belicl that a currency board in London would mean
foreign domination, and loss of prestige. Reluctantly the
proposals were left in abeyance™. ) L

The memorandum claimed that the internal situation in
Ethiopia had meanwhile gone “from bad to worse™, and
that “the rise in the price of silver had affected not only
forcign trade, but, owing to the scarcity of coin, all
internal prices”. Another proposal had then been
formulated from Addis Ababa, its chief points being:

“(a) A currency board to sit in Addis Ababa, and
issuc of currency to be made through the state bank.

“(b) Various currencies and securities to be easily
convertible into sterling, to be used to cover the issue.

“(¢) Twenty per cent of the note issue to be covered
by Treasury Bonds of the Ethiopian Government.
Objections, the memorandum declared, were then

raised in London to (a) and (b). “It was felt that adequate
supervision of the note issue could not be maintained”,
and that the State Bank in Addis Ababa “was hardly in
the best position to judge the value of currencies or
securities which might be incorporated in the note issue
cover”'.

Reporting on the subsequent American loan, the
memorandum remarked that the Emperor had “recently
- . . obtained a new supply of silver for minting — roughly
5,000,000 ozs. — from the United States under Lend-
Lease, which will ease his position for some time to come,
But as the Ethiopian delegation at Bretton Woods
subscribed to both the Monetary Fund and to the
International Bank for Reconstruction and Development,
the question of a new currency, the par value of which can
be expressed in terms of gold, has again become a matter
of urgency™,

The memorandum concluded by instructing De La
Warr on the policy which his delegation should adopt. He
was told that “we should . . ., in the first instance, press
for « currency board on the Iragi model. Should the
Emperor still persist in his objections to such a board, the
alternative scheme of issuing currency through the state
bank could be envisaged™.

In the latter case, the memorandum added:

“There would be no representation of the Treasury,
or of the Bank of England on this board. - if. indeed
any board is contemplated. It appears rather that the
whole matter would be in the hands of the state bank,
which would be responsible to the minister of finance
alone. Nevertheless, if His Majesty's Government
gives its approval to the scheme (and under the terms of
the existing treaty, our approval is apparently required)
we should have some responsibility, nor could we view
without disquiet the collapse of currency purporting to
be based on sterling. We should therefore, as a
condition of our approval, insist on such safeguards as
we felt essential, and ask for an undertaking that the
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Li‘:lsc‘::]tl'l'.‘r’l?[ be altered without our prior written

The above remarks were framed on the assumption
that the 1944 Treaty would be cast largely in the mould of
its predecessor. The new agreement was, however, only
signed after stiff bargaining, as a result of which the
British abandoned any hope of maintaining their power
of veto on Ethiopian currency policy. The treaty, as
finally signed, on December 19, 1944, consequently made
no mention of monetary matters, with the result that
Ethiopia at last regained full freedom of action in the
currency field, s

Ethiopia's independence was shortly afterwards
evinced by the sale by the State Bank of Ethiopia, in
Aden, of 600,000 Maria Theresa dollars, which was
effected, according to the British Legation's Addis Ababa
Report, *to make a profit on exchange”, though the sale
is said to have “‘caused a shortage of dollars on the local
market”, as a result of which the dollar’s exchange rate
rose to 6-55 to the pound.®

THE INTRODUCTION OF THE ETHIOPIAN
NATIONAL CURRENCY, 1945

During the slow, and often difficult, negotiations with
the British on a new agreement to replace the Treaty of
1942, arrangements for the production of a new currency,
in the United States, continued to be worked out. On
March 7, 1944, the American Minister, Caldwell, gave
the Ethiopian Vice-Minister of Foreign Affairs, Aklilu
Habta Wald, full details on the proposed issue of coins.
The Vice-Minister replied, on April 1, accepting most of
the American plan, subject to a few modifications. On the
number of coins required, he declared that “in regard to
the date on the brass coins, it is now discovered that the
estimates furnished to the United States Treasury, in
August last year, will not meet present requirements, and
it is accordingly requested that the quantities thercof be
modified as follows: 2,000,000 25 cent picces; 25,000,000
10 cent pieces; 16,000,000 five cent pieces; and 30,000,000
one cent pieces”. On the use of brass, he observed that the
alloy had been selected in “the belief that it might be
impossible to obtain sufficient copper to mint copper
coins”, but added, I, however, the supply of copper has
increased, so that it would be possible to obtain adequate
quantities of this metal, this Government would prefer
copper coins similur in copper content to the United
States one cent piece”. The Vice-Minister confirmed that
the Ethiopian Government accepted the proposed sizes of
the different coins, “with the exception of the 25 cent
piece, which should have a diameter of 26, rather than 25
milometres”, and added., “It is the desire of this
government, that all of the coins mentioned in the note,
be minted in the United States. The total expenditure on
the notes, Ato Aklilu concluded, was estimated at
approximately U.S.$500, for which the Ethiopian
Government hoped “to pay in cash. This payment
would present the problem of obtaining adequate
quantities of foreign exchange. but the matter is now
receiving active attention™ .47

A firm order for the minting of Ethiopian coins, at the
United States Mint, in Philadelphia, was duly made, on
June 28, the coins requested being as follows:#%



Quantity Alloy Denomination
30,000,000 800 silver, 200 copper -50 cents
10,000, 95 % copper, 5% zinc +25 cents
25,000,000 95% copper, 5%, zinc +10 cents
16,000,000 95% copper, 5% zinc 05 cents
15,000,000 957, copper, 5%, zinc -01 cent

Production of 5 and 1 cent coins began on November
10, and of 50 cent coins, on December 20. The total order
of coins, which bore the date 1944, was completed on
January 26, 1945, was delivered to the loading docks in
mid-February, by which time they were ready for
shipment.

The conclusion of the new Anglo-Ethiopian agreement,
on December 19, 1944, removed the last formal obstacle
to the issue of Ethiopia's national currency. The
Ethiopian Government's plans, the details of which had
been a secret, now at last became common knowledge.
The British Legation's Addis Ababa Report,  for
December, 1944, stated:

“It is confidently learnt that in addition to the
minting of over 5,000,000 ounces of American Lease-
Lend silver, into { dollar coins, the Ethiopian
authoritics are arranging for the printing, in New York,
of banknotes, to a value of some 50,000,000 dollars.
These paper dollars are expected to be backed by
sterling, and issued at the rate of two shillings to the
dollar. The new currency may be ready in April or May
19457 130
The solution of the monetary question was of course

now well overdue, the more so as there was an acute
currency shortage, as noted by Howe, who reported, on
October 11, 1944, that it was “certain that any serious
influx of currency to pay for trade deficit would bring
business to a standstill*.i10

Production of the notes for the new currency, which
was destined to overcome this dearth of moncy, began
carly in 1945, at the Security Banknote Company, in
Philadelphia. On February 5, the President of the
company, Thomas C. Bradley, wrote to the Ethiopian
Minister in the United States, whom he styled “'Sir Blatta
Ephrem T. Medhen”, informing him that “we plan to
have ready for shipment from our plant 2,000,000
pieces of $1 Ethiopian currency on February 20, and if
the time of shipment is delayed until Sunday, February

25, we will have 500,000 additional notes of the same
denomination ready for shipment”. 11

The money on arrival in Ethiopii. was rapidly

distributed to all branches of the State Bank of Ethiopia.

At about the same time a Legal Tender Proclamation

was issued, on May 29, providing for the replacement of
the Maria Thercsa dollar and the East African shilling by
Ethiopian national money. This decree, which repealed
the Legal Tender Proclamation of 1942, and was to
become effective on the Emperor’s birthday, July 23,
declared in its preamble, that it was “necessary to revise
the monetary arrangements of Our Empire, and to
provide a national currency system suitable for the needs
of our people, and the commerce of Our Empire™. The
edict accordingly decreed the establishment of a new
monetary unit. the Ethiopian dollar, equal 1o 5-52 grains
of fine gold, and divided into 100 cents. The sole right of
issuing this currency was vested in the State Bank of
Ethiopia, acting for and on behalf of the Imperial
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Ethiopian Government, and the bank had the obligation
to maintain an issue department.

To ensure the stability of the new curiency the bank
was given the duty “to establish and maintain a currency
fund consisting of gold, silver and foreign currency bank
balances, or prime securities, readily convertible into
foreign currencies, or bank balances, to a minimum
extent of 75 per cent of the said fund™, This fund was to
““constitute a reserve for the redemption at their full issue
value of notes issued under this proclamation™. It was
further laid down that the fund was to be “segregated
from all assets of Qur Imperial Government, and of the
State Bank of Ethiopia”, and “maintained solely, and
exclusively for the purposes of currency issue”. The
fund's books and accounts, were to be open to inspection,
by the Ministry of Finance, while the issue depariment
had to publish a statement of the currency issued, and the
fund’s assets at least twice a year,

The bank was further obliged 10 issue the new currency
“at declared currency centres in Ethiopia, against pre-
payment of foreign currencies, as designated, and at rates
prescribed by the Minister of Finance™, and was to
receive such currency on demand at its currency centres,
as well as to effect telegraphic or mail transfers,

The proclamation laid down that “notes issued by the
state bank, shall be legal tender in Ethiopia for the
payment of any amount™, and coin “for any amount in
the case of silver coins, and not exceeding 10 dollars, in
the case of base metal coins”. To provide for future
eventualities it was, however, stated that the Minister of
Finance could declare, by legal notice, that “any issue, or
denomination of currency notes, or coin, shall cease to be
legal tender™, in which case the bank was “empowered to
take, and shall take all necessary steps to call in and
replace, or redeem such notes and coin”.

Details of the new money were given in an
accompanying schedule, which specified that the notes
should be of denominations of one, five, 10, 20, 50, 100
and 500 dollars, while copper coins should be of one, five,
10 and 25 cents, and silver coins of 50 cents, and, at the
discretion of the minister, one dollar. Issue and
redemption was to be effected at the rate of one Ethiopian
dollar for 40-25 United States cents, two  British
shillings, i.c. one tenth of a pound sterling. or “against
such other currencies, and at such rates as shall b2
determined by the bank™,

The overall responsibility of the Minister of Finance.
for the currency. was clearly stated, the proclamation
specifying that he might advance to the bank “on
application for such period of time as may be necessary.
such funds as may be required to meet the initial cost of
issuing the currency™. He was also “charged with the
exccution of this proclamation™ and “empowered to
issue regulations for the detailed operation of the
currency arrangements™. Another article stated that he,
or the bank, with his concurrence, could “enter into

agreements, including loan agreements, with the monetary
authorities of other governments or administrations,
concerning exchange facilitics. the stabilisation of the
currency, and other international Curtency measures,
which have as their object the improvement of the
economy of our Empire",

The proclamation also provided for the complete

replacement of the earlier established currencies, the
Minister of Finance being empowered to declare,
by legal notice, that “as from a date to be fixed the
notes and coin issued under this proclamation shall be the
sole legal tender in Ethiopia™. :

The manner in which the currencies then circulating
were to be superseded, was laid down in an accompanying
schedule on the “Transition Period™ which stated that the
Minister of Finance should “take immediate steps to
assure that the Ethiopian dollar is circulated throughout
Ethiopia, and to make it the only legal tender circulating
within Ethiopia™ 12

The Maria Theresa dollar was scheduled as the first of
the alien currencies to be eliminated, on the basis of its
official demonetisation. The schedule laid down that
“from the date of the coming into force of this
proclamation, the Maria Theresa dollar shall no longer be
">gal tender within Ethiopia™, and that thereafter it “shall
be treated as silver bullion, and shall be purchased by Our
State Bank of Ethiopia as a commodity at rates to be fixed
by the bank™. It was further specified that as from the
coming into force of the proclamation no contract, sale or
transaction of any kind could be effected in these dollars,
and that the State Bank of Ethiopia should accept no
further deposits in that currency. The only type of
transaction in dollars permitted was therefore their sale
to the bank as bullion. .

The schedule also disposed of legal matters resulting
from the former official status of the Maria Theresa
dollar, by stating that in any existing law, or decree,
amounts expressed in that currency were to be converted,
on the coming into force of the proclamation, into
Ethiopian dollars, one of the latter for this purpose being
deemed equal to one Maria Theresa dollar. Contracts and
transactions previously entered into or agreed upon,
should likewise be paid in Ethiopian dollars, but in Th‘l.s
case, at a rate fixed by the bank “with regard to bullion™,
while the Maria Theresa dollar should thercafter “be
neither tendered, nor accepted in scttlement of any
contract, sale, pavment, bill, note, in_strument or
sceurity, for money or any transaction relating to money
or involving the payment of the liability to pay, any
money in Ethiopia™. s )

The circulation of the East African shilling was given a
slightly longer duration thun the Maria Theresa dollar,
for the schedule stated that for six moenths, or until
otherwise declared by a legal notice of the Minister of
Finance “the currency of the East African Currency
Board was to remain legal tender™. This was authorised in
case of notes and silver shilling coins for the payment of
any amount, in the case of silver 50 cent coins for
amounts not exceeding 20 shillings, and in the case of
coins of lower denomination for amounts not exceeding
one shilling. ; _

Though the East African shilling was thus permitted to
continue as legal tender, for some more mon!hs,lth{:
schedule also provided for its immediate conversion into
Ethiopian dollars. It was laid down that on the coming
into force of the proclamation, any contract, sale or other
transaction in Ethiopia, involving the payment of any
money in East African shillings should be deemed to have
been made in Ethiopian dollars, and should be converted
at the rate of one dollar to two East African shillings,
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thought for six months, from the coming into force of the
proclamation, payment could be effected in cither
curreney. It was further stated, as in the case of the Maria
Theresa dollar, that amounts mentioned in any law, or
decree, expressed in East African shiilings should on the
coming into force of the proclamation, be converted into
Ethiopian dollars. 43 ) o

A Legal Notice, signed by the Vice-Minister of
Finance, Yilma Deressa, on the same day, May 29,
declared that from the day of the coming into force of the
new money, July 23, the State Bank would *convert all
deposit accounts, loan and advance accounts, and all
other accounts which it previously carried on its books in
East African shillings into Ethiopian dollars”, and might
“receive for deposit or, at its discretion, pay out to its
depositors, either East African shillings or Ethiopian
dollars™. All cheques and deposits had, however, to be
expressed in the latter currency, which wgu!d likewise be
used in the keeping of all bank accounts™.** .

A month or so later, on June 28, the VICBMII‘IISIFI'-
issued a second decree specifving that the notes and coins
envisaged in the Currency and Legal Tender Procla-
mation “shall be legal tender in Ethiopia as from July 23,
19457" 8

Plans for the issue of the new currency, and for the
replacement of the Maria Theresa dollar and East
African currency, almost inevitably _created some
disquict among a section of the commercial community.
The British Legation, which had so long been pressing for
the establishment of an Ethiopian pound based on
sterling, was, as might be expected, somewhat unsympa-
thetic to the new currency plan, and tended to have !IIIEC
confidence in its prospects for success. The Legation’s
Accountant, M. E. Taylor, raised the matter with the
Governor of the State Bank, George Blowers, and in a
report, forwarded to the Foreign Office, on July 35,
stated : . . .

**As there was a good deal of uneasiness in British
commercial circles in the town, and some disquiet,
which might give rise to speculation - if in fact such
speculation was not already m!\'mg place — I asked
liether he could give me any information as to his

> .

Blowers, who did not share the above fears, replied:

“there was no need for uneasiness. The notes and
coins were here, and had already been distributed to
the bank’s branches — he had been ready to make the
issue in May last, but the Council of Ministers had not
vet passed the proclamation. He could not say when
the proclamation was likely to be passed. He had no
doubt that the silver coins would specdily achieve
popularity, as they contained the same percentage of
silver as the Maria Theresa dollar, but he was not sure
about the copper, as for supply reasons the 10 cent coin
was onlythree millimetreslarger than the five cent coin.
This might give rise to its rejection by the natives, or
reduce its purchasing power, and he was not at all
happy about it. As for the paper issue, he did not agree
with me that it was very important whether the natives
accepted it or not - he relied upon the silver coinage,
of which there were ample supplics. Paper had never
been generally accepted by the natives of the interior
(he seemed to forget the ltalian five lire notes) and the



new currency would stand on its silver. I argued that

the commercial community would certainly have to

handle the notes, and that confidence in these, would

not, in my opinion, be forthcoming for some time™.*¢

The bank’s preparations for the new monetary issue
were by this time complete. According to a subsequent
State Bank report, they had required “'the most careful
planning and execution™ to ensure that when the bank
began issuance “ample reserves of notes and coins were
on hand”, where needed. 7

The new Ethiopian currency was duly inaugurated on

Emperor Huile Selassie’s birthday, July 23, and was
generally well received. Two days later, Howe telegraphed
to London, that there had been a “heavy demand” for the
new money, on July 24, the first day of issue, the previous
day being a holiday, but, expressing continued British
doubts about the scheme, commented that “this was
probably mainly due to curiosity”.#® The Ethiopian
Herald, on the other hand, wrote of the currency a few
days later in fulsome language. Referring to the new
money, on July 28, as “u present to the people of
Ethiopia on His Imperial Mujesty’s Birthday™ it claimed
that “the general public, both Ethiopian and foreign, had
expressed its approval of the new currency.*® A
subsequent issue stated that as from the first “an
enthusiastic and patriotic public were cagerly exchanging
their holdings of East African currency for the national
currency at the counters of the State Bank of Ethiopia, in
Addis Ababa, and at its branches throughout the
country™, 40

The success of the new issue, which could scarcely be
denied, was conseded shortly afterwards by the British
Legation's Addis Ababa Report for August, which
declared:

“The issue of the new Ethiopian currency . . . has
proceeded smoothly, and, in those centres already
accustomed to East African paper money, the new
notes have been accepted at their face value without
difficulty. The paper one dollar notes, valued at two
shillings, have been issued, and East African notes, to
an equivalent value, withdrawn at the rate of 2,000,000
shillings a month. The disquiet felt regarding the
relationship between the new currency, and the silver
dollar, has largely disappeared since it is now evident
that the status of the silver dollar is unchanged, and
that it remains a full value bullion currency,
exchangeable at the open market rate, with the paper
token dollar™.

The report concluded that the new currency had “not
yet won acceptance in the interior”, but added very fairly
that “East African paper money was equally unaccep-
table™. 451

Prejudice against the new money, on the part of the
British Military Administration nevertheless died slowly.
The General Officer Commanding East Africa, a keen
advocate, as we have seen, of East African currency,
admitted, on August 15, that “no difficulties” were “yet
apparent™ in the acceptance of the new issue, but added :
“There is evidence that leading merchants in Ethiopia
(sic) and Diredawa, are distrustful of new currency, and
holding on to their stocks of shillings and rupees’”.#

A War Office report, from East African Command,
also dated August 15, similarly claimed that “immediate
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reactions™ to the new currency, “especially in foreign
commercial circles, were distinctly unfavourable, and
that it was “generally belicved to be inadequately backed.
Foreign currency™, the author of the report suspiciously
added, “is a nebulous term which may, and probably
does, include an unspecificd amount of devalued Italian
lire...

“There is . . . no reason to suppose that the
Ethiopian peasant is going to hand in his horde of
silver for a piece of paper, which is worth no more than
the paper it is printed on™, 453
The success of the cu rrency was, however, manifestly

1oo great to be seriously denied. The September issue of
the British Legation’s Addis Ababa Report thus observed :

“The favourable reception of the new Ethiopian
currency, previously reported, continues and trouble
would now seem unlikely, except in the event of a
serious adverse trade balance, which Ethiopia con-
tinues, surprisingly, to avoid" 1
Though the currency thus proved a signal suceess, the

similurity in size and design of the 25 cent and 50 cent
picces. of copper and silver respectively, was soon a cause
of difficulty, for, as a British War Office report, of August
15, noted, “the Indians . . . have found a profitable
sideline in counterfeiting the new 25 cents silver”.% The
result, as the British chargé d'affaires in Addis Ababa,
noted on October 2, was that “the suspension of issues of
25 cent bronze™ which it was proposed to remint when
feasible. 4%

The popularity of the new money was confirmed by the
chargé d'affaires who reported on October 2, that “the
issue of the new currency is making satisfactory
progress”, and added that despite “‘some initial
nervousness among the commercial community®':

“Both the dollar notes and coinage have won
unexpectedly rapid acceptance, not only in the towns,
but in many country districts, and the success has been
far greater than even Mr. Blowers, the Governor of the
State Bank, and sponsor of the new currency, had
dared to hope . ..

“The issue of the new currency proceeded at the
relatively rapid rate of some 2,500,000 shillings per
week, so that in the 10 weeks since the issue of the
proclamation, on July 25, 12,500,000 Ethiopian dollars
in notes have been issued. In addition, over 5,000,000
Ethiopian dollars, in coins, huve been issued. The
currency is now currently referred to in the country as
the Haile Selassic money, and it appears that the
presence of Haile Selassie’s head on the notes and coin
has had an appreciable effect in securing the acceptance
of the money in the country districts. The inflow of
East African currency has been slightly below the rate
of issue, amounting to some East African shillings,
150,000 per day, mainly in the form of notes, in Addis
Ababa, with a further East African shillings, 50,000 at
the provincial branches. The discrepancy between the
retirement of East African currency and issue of
Ethiopian currency has been covered by the currency
fund held in London. ..

“The fixing of the value of the Ethiopian dollar in
terms of gold was stipulated by the Ethiopian
Government, partly for prestige reasons, and partly
because it was still intended at the time of drafting to

T

back in part with gold ... o
“In spite . . . of the terms of_ the proclamation, it is
now evident, and is recognised locally, that the
currency is and intended to be, a sterling backed
currency, and 1 am informed by the Governor of the
State Bank, that he has no intention, for the present at
least, of including in his currency I'un_d. silv_cr, gold or
Ethiopian Government securities, in spite of the
authority granted to him by the proclamation to do so.
For the present he is maintaining a 100 per cent cover in
sterling and sterling securities”. .
Turning to the limitations on the new money's
circulation, the chargé d"affaires declared that “it would
not appear that the new currency has yet penetrated into
the remoter districts, which huvc‘ never J:c_nuwn or
accepted the East African currency. Exporters™, he went
on, “still find it necessary therefore to buy export produce
from the peasants, with Maria Theresa dollars, or by
sarter. While the new exporting seuson is too young for
observers to ascertain whether the new currency will be
accepted by these peasants for their produce, any such
radical and sudden change in their traditional habits
would seem unlikely. The use of the Maria Theresa
dollar, he added, rather pessimistically, “is thus likely to
continue in the remoter interior for some time to come,
and to be superseded by the new currency, only in the
course of years, if ever. In the meantime the peasant
farmers round Addis Ababa, who have acccptcd thp
currency, have taken the opportunity of increasing their
prices as a condition of acceptance. Asa rcsu_lt, ever since
the introduction of the Ethiopian dolla_r. prices, _wly.:lhcr
in shillings or Ethiopian dollars have risen steadily”.
The chargé d'affaires concluded with a reference to
the management of the currency, and patmms_lngly
declared: *'I am glad to say that I have heard no hlpl of
pressure from the Ethiopian Government to use the issue
of the new currency to their profit, or to interfere with
the currency fund"”.#%7
The success of the new currency was further apparent
from the size of the issue which by October 2, 1945, was as

follows: 4%

Notes Printed Issued
500 4,000,000 1,500,000
100 1,000,000 1,000,000
50 5,000,000 1,350,000
10 20,000,000 4,000,000
5 10,000,000 2,000,000
1 10,000,000 2,650,000
50,000,000 12,500,000
Coins Minted Issued
Silver
50 cents 7,500,000 3,895,500
Bronze
25 cents 2,500,000 421,500 (suspended)
10 2,500,000 426,400
5 800,000 306,000
1 150,000 30,480
13,450,000 5,079,880

A few weeks later the British Legation’s Addis Ababa
Report for October, brought the news that “‘the Manager
of the State Bank of Ethiopia, states that there is a keen
demand in provincial centres for the new one dollar notes,
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and for copper one cent pieces in particular, as well as for
the silver half dollars. In the outlying parts, especially in
the western provinces, peasants and traders are holding
on to Maria Theresa dollars, for at least one more
harvest. The State Bank, however, have collected several
tons of such dollars, and propose to sell them as bullion in
Egypt, where the melting down price is even more
favourable than the currency value in Aden, and the Red
Sea areas™.

The State Bank had by then also collected 22,000,000
shillings in East African currency notes, and proposed *“to
redeem this shortly in Nairobi. The paper alone weighs
34 tons, and will go by air. Sc\’clral tons of husl‘Afr_lcuq
copper currency are awaiting shipment by sea via Jibuti
and Mombassa’.***

In the months which followed the new currency
continued to make progress, enabling the Erhiopian
Herald to remark, on May 13, 1946, that in the first nine
months or so of the new issue “exchanges of East African
shillings for Ethiopia's dollars have been feverishly
carried on, and today more than 90 per cent (this is an
unofficial estimate) of the East African shillings, imported
into Ethiopia by the British Military Administration,
have been drained out of the country, and a large part of
them converted into interest bearing securities as a
reserve for the Ethiopian currency™. )

Writing with justified pride, the article continued:

“The administration has succeeded in introducing

into the country a stable, well backed and safe currency
such as has never been enjoyed by the country before.
Therefore, the Ethiopian Administration rightly
expects this currency to be accepted voluntarily by the
population, and to supersede all other circulating
medium brought into the country without the least
exercise of force or compulsion. The general accept-
ability the currency has so far received, and the
patriotic enthusiasm displayed by the Ethiopian
people, which substantially manifested itself in a great
confidence in this country, leaves no room for doubt
that such will be the case™.*%

The above account is confirmed in a subs;:':qucm State
Bank report, which speaks of the “success” of 1h_:5 new
currency, which was accepted “beyond expectation”, and
adds: - .

“East African shillings were redeemed in large
quantities for the new dollars . . . Though the public
showed at the beginning some reluctance to sell Maria
Theresa thalers, large quantities have since been
collected, so that the State Bank has been able to
export several million picces abroad, especially Idl.l}'_l:lﬁgl
1947, for reminting into Ethiopian 50 cent coins™.
Large quantities of Maria Theresa dollars were also
kept as silver bullion, thus constituting part of the note
reserve. 4 . .

The speed of the new currency’s introduction resulted
in a curious legal quirk. The Currency and Legal Tender
Proclamation, of May 29, 1945, signed just over two
months prior to the issue of the money, had stated in
Article 2 (b) of its schedule, that *‘the weight, compaosition
remedy, form and design of such coins shall be
determined by the bank with our approval, and pu_bhshpd
in the Negarit Gazeta”.** No such official publication was
in fact made, with the result that Judge Nathan M_urclm
wrote to Yilma Deressa, on August 6, noting that this was
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a “serious”™ omission that ]
opinion, without delay™, for until then “the coins
circulated are so far, legally speaking, illegal tender™ .4

The success of the new issue of Ethiopian money
nccessitated further minting of coin, as a result of which
the Philadelphia Mint received a firm order, on
November 15, for 10,000,000 more 5 cent coins, to be
dated 1945. To expedite delivery it was later agreed that
these coins should be made from the earlier dies, and
therefore bore the date 1944. Production started on
December 12, and was completed on January 15, 1946,45

THE ERADICATION OF THE MARIA THERESA
DOLLAR, 1946-7

The eradication of the Maria Thereas dollar, a
currency which the Italians had found impossible to
eliminate during their occupation, was tackled in the
vears immediately following the introduction of the new
currency, and necessitated the issue of three more
proclamations.

The first of these edicts, the Currency Proclamation of
November 30, 1946, which became effective, on
December 29, of that year, referred in its preamble to the
“hardships™ arising from *“‘the confusion caused by the
continued circulation within the Empire of Maria
Theresa dollars in conjunction with our legal currency™,
and stated that there were by then “‘a sufficient amount of
our new national currency in circulation for the needs of
the Empire as a medium of exchange”. Provision was
accordingly made for *‘all holders of Maria Theresa
dollars™ to sell them “forthwith” to a board consisting of
the Governor of the State Bank, the Governor of the
Agricultural Bank, and the President of the Addis Ababa
Chamber of Commerce. Such purchases were to be made
at the rate of one Maria Theresa dollar to 1- 5 Ethiopian
dollars.

The proclamation also declared that from the date of
its coming into force, all dealings in Maria Theresa
dollars, other than sales to the board or its agents, were
prohibited. The possession of these coins was likewise to
be a punishable offence on the expiry of one month in
Addis Ababa, two months in Harar. Dire Dawa, Dessie,
Jimma, Adigrat, Gore and Nazareth, and six months in
remainder of the Empire,

The above schedule for rendering the Maria Theresa
dollar illegal proved impractical, with the result that a
Currency (Amendment) Proclamation had to be issued on
April 29. This edict, which came into force as from the
date of publication, postponed the last date for the legal
possession of the Austrian coin in Addis Ababa from
January 29 to July 7, 1947, in the six principal towns
previous specified, from February 29 1o September 5, and
in the rest of the country from June 29 also to September

Further to strengthen the law against the coin a Maria
Theresa Dollars Proclamation was issued on August 27,
1949, which decreed that in case of contravention of the
law *in addition to any other penalty the court shall order
the Maria Theresa dollars in respect of which the offender
is convicted to be forfeited to the Imperial Govern-
ment'’. 488

300

THE SUSPENSION OF EAST AFRICAN CURRENCY
1946

The withdrawal and final suspension of East African
currency, like that of the Maria Theresa dollar, was not
without its difficulties, as result of which the Ethiopian
authorities decided to permit the use of this money o
continue, four months after January 23, 1946, the date
originally decreed for its termination. On November 30,
1945, the Vice-Minister of Finance accordingly issued a
legal notice, stating that the period in which the use of
East African shillings was permitted was extended to May
23, 1946, after which the State Bank would exchange this
money only at a discount of | per cent on notes and 2 per
cent on coins,*s*

Steps were meanwhile being taken, in accordance with
the Currency and Legal Tender Proclamation, to
withdraw as much East African currency as possible from
circulation, without actually forbidding its use. Such
money was employed, as the State Bank report explains,
“as a note reserve’ until February, 1946, when the
currency was “repatriated, and the proceeds invested in
sterling gilt-edge securities™. 370

A few days before the expiry date for East African
currency the Ethiopian Herald co ted, on May 13,
that the above mentioned extension in its use had been
permitted as “‘a period of grace™ after which the money
would have “to disappear”.4"

Though the circulation of East African currency thus
came to an end after little more than half a decade this
money left an enduring lingustic imprint on the country,
the term shilling becoming part of the language, in many
areas, where it was employed as a monetary concept long
after coins of that name had disappeared. i

THE CONSOLIDATION OF THE ETHIOPIAN
CURRENCY, 1945-50

A measure of the aceeptance of the new Ethiopian
currency was the steady increase in its circulation, seen in
the following table 473
Currency Issue by the State Bank of Ethiopia as of

December 31, in thousands of Ethiopian Dollars
1945 1946 1947 1948 1949 1950
Notes .. 23,550 38,885 37,433 42,402 40,430 52.930
Coins 6,561 14,499 27,769 28,814 29,369 30,439

A subsequent State Bank report noted thut the
circulation of coins, like that of notes, had bheen “ereatly
increased”, though it was “irregular due to seusonal
fluctuations as well as the irregular shipment of coins
from abroad".4%

The strength of the Ethiopia dollar was demonstrated
in September, 1949, when the British Government
devalued the pound sterling, one of the two currencies to
which the Ethiopian dollar had been pegged at the time of
1ts inception by the Currency and Legal Proclamation of
1945. After the announcement of British devaluation, on
September 18, the Ethiopian authorities issued a
Currency (Amendment) Proclamation, on September 30,
which referred to the Ethiopian Government's “decision
not to devalue the currency of Ethiopia™. The article in
the Currency and Legal Tender Proclamation. specifying
fixed exchange rates with the pound sterling, and’ the
American dollar was therefore amended in favour of one
stating in purely general terms that the issue and

redemption of Ethiopian currency should be “‘effected
against foreign currencies, nnd_in such rates as shal; be
determined by the Minister of Finance, or his authorised
agent the State Bank of Ethiopia”.*"* A fixed exchange
rate with the United States dollar was nevertheless later
reintroduced by the Currency (Amendment) Procla-
mation of March 30, 1950, which laid down that the
Ethiopian dollar should be equal in value, not only to
554 grains of finc gold, as specified in the Currency and
Legal Tender Proclamation, but also to 40-25 United
States cents. .

The Ethiopian dollar was by then recognised to be so
stable as to permit of its coverage to be officially reduced
by the Currency (Amendment) Proclamation of 1950,
which noted that “the confidence in the value and the

‘ G

“stability of the Ethiopian currenc 5
demonstrated, and does not thercfnreym]t;::li.rcbﬁle;‘ h:lrgﬁ:;
in idleness of foreign balances and foreign securities
which might otherwise be available to serve the needs of
Our Empire”. The decree accordingly reduced the
statutory currency fund, gold, silver and foreign bank
balances, or securities readily convertible into foreign
currencies from 75 per cent to 30 per cent, while the
maximum of Treasury obligations was correspondingly
raised from 25 per cent to 70 per cent. As a guarantee
against the uncontrolled issue of notes it was specified
that the government, and its subsidiaries, or associations,
should not become indebted to the State Bank for more
than Eth.$3,000,000 on direct obligations, or more than
Eth. £2,000,000 on indirect obligations”.47
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a “serious” omission that “must be re
opinion, without delay”, for until then
circulated are so far, legally speaking, illegal tender”. 4%
The success of the new issue of Ethiopian money
necessitated further minting of coin, as a result of which
the Philadelphia Mint received a firm order, on
November 15, for 10,000,000 more 5 cent coins, to be
dated 1945, To expedite delivery it was later agreed that
these coins should be made from the earlier dies, and
therefore bore the date 1944. Production started on
December 12, and was completed on January 15, 1946.4%

THE ERADICATION OF THE MARIA THERESA
DOLLAR, 1946-7

The eradication of the Maria Thereas dollar, a
currency which the ltalians had found impossible to
eliminate during their occupation, was tackled in the
years immediately following the introduction of the new
currency, and necessitated the issue of three more
proclamations.

The first of these edicts, the Currency Proclamation of
November 30, 1946, which became effective, on
December 29, of that year, referred inits preamble to the
“hardships™ arising from “the confusion caused by the
continued circulation within the Empire of Maria
Theresa dollars in conjunction with our legal currency”’,
and stated that there were by then “a sufficient amount of
our new national currency in circulation for the needs of
the Empire as a medium of exchange”. Provision was
accordingly made for “all holders of Maria Theresa
dollars™ to sell them *forthwith” to a board consisting of
the Governor of the State Bank, the Governor of the
Agricultural Bank, and the President of the Addis Ababa
Chamber of Commerce. Such purchases were to be made
at the rate of one Maria Theresa dollar to 1.5 Ethiopian
dollars.

The proclamation also declared that from the date of
its coming into force, all dealings in Maria Theresa
dollars, other than sales to the board or its agents. were
prohibited. The possession of these coins was likewise to
be a punishable offence on the expiry of one month in
Addis Ababa, two months in Harar, Dire Dawa, Dessie,
Jimma, Adigrat, Gore and Nazareth, and six months in
remainder of the Empire.**

The above schedule for rendering the Maria Theresa
dollar illegal proved impractical, with the result that a
Currency (Amendment) Proclamation had to be issued on
April 29. This edict, which came into force as from the
date of publication. postponed the last date for the legal
possession of the Austrian coin in Addis Ababa from
January 29 to July 7, 1947, in the six principal towns
previous specified, from February 29 to September 5, and
isn the rest of the country from June 29 also to September

Further to strengthen the law against the coin a Maria
Theresa Dollars Proclamation was issued on August 27,
1949, which decreed that in case of contravention of the
law “in addition to any other penalty the court shall order
the Maria Theresa dollars in respect of which the offender
is convicted to be forfeited to the Imperial Govern-
ment" 482

__www.ethi

The withdrawal and final suspension of East African
currency, like that of the Maria Theresa dollar, was not
without its difficulties, as result of which the Ethiopian
authorities decided to permit the use of this money to
continue, four months after January 23, 1946, the date
originally decreed for its termination. On November 30,
1945, the Vice-Minister of Finance accordingly issued a
legal notice, stating that the period in which the use of

East African shillings was permitted was extended to May
23, 1946, after which the State Bank would exchange this
money only at a discount of | per cent on notes and 2 per

cent on coins.*®?

Steps were meanwhile being taken, in accordance with
the Currency and Legal Tender Proclamation, to
withdraw as much East African currency as possible from
circulation, without actually forbidding its use. Such
money was employed, as the State Bank report explains,
“as a note reserve”” until February, 1946, when the
currency was “repatriated, and the proceeds invested in

sterling gilt-edge securities .1

A few days before the expiry date for East African
currency the Ethiopian Herald commented, on May 13,
that the above mentioned extension in its use had been
permitted as *'a period of grace” after which the money

would have “to disappear” '™

Though the circulation of East African currency thus
came to an end after little more than half a decade this
money left an enduring lingustic imprint on the country,
the term shilling becoming part of the language, in many
areas, where it was employed as a monetary concept long

after coins of that name had disappeared.i

THE CONSOLIDATION OF THE ETHIOPIAN

CURRENCY, 1945-50

A measure of the acceptance of the new Ethiopian
currency was the steady increase inits circulation, seen in

the following table:'™

Currency Issue by the State Bank of Ethiopia as of

December 31, in thousands of Ethiopian Dollars

1945 1946 1947 1948 1949 1950
.. 23,550 38,885 37,433 42,402 40,430 52,930

Notes ..
Coins .. .. 6.561 14,499 27,769 28,814 29,369 30,
A subsequent State Bank report noted that

circulation of coins, like that of notes, had been “greatly
increased”. though it was “irregular due to seasonal
fluctuations as well as the irregular shipment of coins

from abroad™ 4™

The strength of the Ethiopia dollar was demonstrated
in September, 1949, when the British Government
devalued the pound sterling, one of the two currencies to
which the Ethiopian dollar had been pegged at the time of
1ts inception by the Currency and Legal Proclamation of
1945. After the announcement of British devaluation, on
September 18, the Ethiopian authorities issued a
Currency (Amendment) Proclamation, on September 30,
which referred to the Ethiopian Government's ““decision
not to devalue the currency of Ethiopia™. The article in
the Currency and Legal Tender Proclamation, specifying
fixed exchange rates with the pound sterling. and the
American dollar was therefore amended in favour of one
stating in purely general terms that the issue and
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currency should be “effected
against foreign currencies, and at such rates as shall be
determined by the Minister of Finance, or his authorised
agent the State Bank of Ethiopia™.*"* A fixed exchange
rate with the United States dollar was nevertheless later
reintroduced by the Currency (Amendment) Procla-
mation of March 30, 1950, which laid down that the
Ethiopian dollar should be equal in value, not only to
5. 54 grains of finc gold, as specified in the Currency and
Legal Tender Proclamation, but
States cents.

The Ethiopian dollar was by then recognised to be so
stable as to permit of its coverage to be officially reduced
by the Currency (Amendment) Proclamation of 1950,
which noted that “the confidence in the value and the

also to 40-25 United

‘stability . of the Ethiopian currency has been amply
demonstrated, and does not therefore require the holding
in idleness of foreign balances and foreign securities,
which might otherwise be available to serve the needs of
Our Empire”. The decree accordingly reduced the
statutory currency fund, gold, silver and foreign bank
balances, or securities readily convertible into foreign
t to 30 per cent, while the
correspondingly
As a guarantec
as specified

currencies from 75 per cen

maximum of Treasury obligations was
raised from 25 per cent to 70 per cent.
against the uncont rolled issue of notes it Wi
that the government, and its subsidiaries, or associations,
should not become indebted to the State Bank for more
¢ct obligations, or more than
Eth.$2,000,000 on indirect obligations™.*

than Eth.$3,000,000 on dir
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