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3512 BS, Utrecht, The Netherlands
E-mail: e.frankema@uu.nl

Abstract

Colonial tax systems have shaped state-economy relationships in the formative stages of

many present-day nation-states. This article surveys the variety in colonial tax systems across
thirty-four dominions, colonies, and protectorates during the heyday of British imperialism
(1870-1940), focusing on a comparison of colonial tax levels. The results are assessed on
the basis of different views in the literature regarding the function and impact of colonial fis-

cal regimes: are there clear differences between ‘settler’ and ‘non-settler’ colonies? | show that
there is little evidence for the view that ‘excessive taxation’ has been a crucial characteristic of

‘extractive institutions’ in non-settler colonies because local conditions (geographic or institu-

tional) often prevented the establishment of revenue-maximizing tax machineries. This nuan-
ces the ‘extractive institutions” hypothesis and calls for a decomposition of the term ‘extractive

institutions’ as such.

Introduction

Any state that does not exert exclusive control over an infinite source of natural wealth
deals with this dilemma: its capacity to rule depends on its ability to levy taxes, while impos-
ing taxes presupposes administrative strength and legitimacy. Tax revenue is indispensable
to secure domestic order, protect inhabitants against foreign intrusions, and retain the legit-
imacy of the state as a tax-levying and debt-creating institution. Apart from securing law
and order, tax revenue is a precondition for large-scale investments in collective goods

such as education, health care, and infrastructure. Taxes also matter for the development

of property rights institutions, which have to be defined or redefined in order to assess

* This article is the product of a research project on the ‘Colonial origins of inequality: a comparative

analysis of fiscal regimes in Asia, Africa and the New World’ funded by the Dutch Science Foundation

(NWO). Their financial support is gratefully acknowledged, as are the valuable comments of Gareth

Austin, Peter Lindert, Regina Grafe, Maarten Prak, and two anonymous referees on previous drafts of
this article. I would also like to thank the participants of the Economic & Social History seminar, Utrecht

University (14 May 2009), the session on ‘the historical roots of poverty and well-being in African

countries’ at the 3rd European Conference on African Studies (ECAS) in Leipzig (4—7 June 2009), and the
session on ‘the historical roots of poverty and well-being’ at the World Economic History Congress 2009

in Utrecht (3—-7 August 2009). The usual disclaimer applies.

447



448 EWOUT FRANKEMA

personal income, property, or the value of traded goods and services. Taxes also redistribute
income and wealth, which may provoke or prevent social conflicts over public resources.
Indeed, a growing body of economic historical literature asserts that choices concerning
the design of tax regimes have had far-reaching and long-term economic and political con-
sequences.

Colonial tax systems have shaped state-economy relationships in the formative stages of
many present-day nation-states, therefore offering a fruitful angle to study global economic
and institutional variation. This article focuses on colonial taxation during the heyday of
British imperialism (1870-1940). The modern British empire was the biggest colonial
empire in terms of space and population in history and thus allows us to compare a consid-
erable number of colonies, dominions, and protectorates, while controlling for metropolitan
institutional variation.! Using a newly constructed dataset of urban unskilled wages, the art-
icle develops a measure of income-adjusted tax levels that is used to assess some important
hypotheses concerning the extent of extraction and inequality of British colonial fiscal sys-
tems.

The nature, function, and long-term economic and institutional consequences of colonial
tax systems are severely contested in contemporary literature. One of the key issues concerns
the question of the extent to which colonial taxes played a role in the establishment of so-
called ‘extractive’ or ‘developmental’ institutions in former European colonies. How ‘abso-
lutist’ was colonial rule and did the application of absolutist colonial rule imply that the
interests of native tax-payers and native economic agents were largely neglected? Did the
inhabitants of non-settler colonies face excessive levels of taxation? This article argues
that colonial fiscal regimes were predominantly determined by local circumstances. Conse-
quently, there are not only large differences to be found in the rates and source composition
of taxation between the typical ‘settler colonies’ (i.e. the self-governing dominions) and the
marginally settled ‘extractive colonies’, but also within specific regions such as British trop-
ical Africa. More provocatively, it will be argued that there is little evidence for the view
that the prototypical ‘extractive colony’ was characterized by higher than average rates of
colonial taxation. On the contrary, we find a negative correlation between settler mortality
rates (a proxy for settlement conditions) and colonial tax levels, and a positive correlation
between the latter and long-term economic growth. This suggests that possible growth-
impeding consequences of colonial taxation may not have been related to supposedly high
rates of extraction but rather to the weak foundation that they provided for solid public
finance development in the post-independence era.

Colonial rule, extractive institutions, and fiscal policy

In a couple of recent articles on Spanish imperial fiscal policy, Grafe and Irigoin have chal-
lenged the meta-narrative that ‘Spain was absolutist, interventionist, centralist,

1 For convenience, the encompassing term ‘colony’ will be used hereafter to refer to all types of British
dependencies. The more precise terms — such as ‘dominions’, ‘crown colonies’, or ‘protectorates’ — are
adopted only when relevant.
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bureaucratic, and constitutionally disinclined to grant its subjects much local government,
while striving to extract revenues from them’.* According to the authors, the Spanish crown
was continuously engaged in bargaining and negotiating over taxes with various political
institutions, such as the Cortes, the nobility, city councils, town administrations, and the
Church. The constraints to Spain’s misperceived ‘absolutist power’ are revealed, among
other means, by the limited amount of direct and indirect tax transfers to the Iberian penin-
sula, indicating that the colonies had relatively autonomous fiscal systems that were not
primarily aimed at resource extraction for the benefit of the metropolis. In addition, the
authors argue that the elaborate system of redistribution of imperial revenue within Spanish
America showed the importance of the bargaining position of local elites: colonial taxes
were negotiated on the basis of consensus, rather than coercion, and contributed to a
broad-based development of the colonial economy, supported by a systematic redistribution
of resources from the core to the periphery of the Spanish American empire.’

The measures to assess the extractive nature of the Spanish fiscal policies in the early
modern era cannot be applied to the modern British empire because the definition of the
adjective ‘extractive’ depends on historical context. Unlike the early modern Spanish
empire, Britain did not institute any systematic interstate transfers of tax revenue from the
colonies to the metropolis, and the redistribution of tax revenues between colonial states
hardly occurred. One of the overarching principles of British colonial rule held that colonial
states had to be financially self-sustaining.* According to Davis and Huttenback, the milit-
ary expenses for imperial defence by the metropolis even involved a subsidy from British
tax-payers to the overseas citizens, although British India supplied and paid for a consider-
able number of Indian troops deployed in battles both inside and outside the Indian subcon-
tinent.” The question concerning the extent of ‘absolutist power’ employed to implement
and expand colonial taxes arouses a similar type of discussion however.

This study deliberately adopts a very narrow definition of the term ‘extraction’,
focusing on variation in colonial tax levels and neglecting the expenditure side

2 Maria A. Irigoin and Regina Grafe, ‘Bargaining for absolutism: a Spanish path to nation-state and empire
building’, Hispanic American Historical Review, 88, 2, 2008, pp. 173—4; eaedem, ‘The Spanish empire
and its legacy: fiscal redistribution and political conflict in colonial and post-colonial Spanish America’,
Journal of Global History, 1, 2, 2006, pp. 241-67. Grafe and Irigoin locate this ‘meta-narrative’, among
others, in the work of Douglass C. North, ‘Institutions and economic growth: an historical introduction’,
World Development, 17, 9, 1989, pp. 1319-32; Stanley L. Engerman and Kenneth L. Sokoloff, ‘History
lessons: institutions, factor endowments, and paths of development in the New World’, Journal of
Economic Perspectives, 14, 3, 2000, pp. 217-32; and Daron Acemoglu, Simon Johnson, and James A.
Robinson, ‘The colonial origins of comparative development: an empirical investigation’, American
Economic Review, 91, 5, 2001, pp. 1369-1401.

3 For a reply to their work, see Carlos Marichal, ‘Rethinking negotiation and coercion in an imperial state’,
Hispanic American Historical Review, 88, 2, 2008, pp. 211-18; and William R. Summerhill, ‘Fiscal
bargains, political institutions, and economic performance’, Hispanic American Historical Review, 88, 2,
2008, pp. 219-33.

4 See for example the discussion of the Anglo-Egyptian transfers to the Sudan by Crawford Young, The
African colonial state in comparative perspective, New Haven, CT: Yale University Press, 1994, p. 125.

N Lance E. Davis and Robert A. Huttenback, Mammon and the pursuit of empire: the economics of British
imperialism, Cambridge: Cambridge University Press, 1988, pp. 129-36. See also Patrick K. O’Brien,
“The costs and benefits of British imperialism, 1846-1914’, Past & Present, 120, 1988, pp. 163-200; and
Patrick K. O’Brien and Leandro Prados de la Escosura, ‘The costs and benefits for Europeans from their
empires overseas’, Revista de Historia Economica, 16, 1, 1998, pp. 29-89.
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altogether.® The main purpose is to scrutinize some of the grand hypotheses raised in
recent literature regarding the ‘extractive features’ of colonial taxes, namely that dispro-
portionately high rates of colonial taxation were most likely to be found in colonies
with low levels of European settlement and ruled by hegemonic colonial powers.

According to Acemoglu, Johnson, and Robinson (henceforth AJR), extractive institu-
tions were imposed in non-settler colonies to exploit local natural and human resources in
the interest of European merchants and entrepreneurs, who refrained from settling in the
colony and, consequently, never came to share identical interests with the native population.
Indeed, AJR conclude that ‘Overall, there were few constraints on state power in non-settler
colonies. The colonial powers set up authoritarian and absolutist states with the purpose of
solidifying their control and facilitating the extraction of resources.”” Developmental institu-
tions emerged in the neo-European settler colonies, where European settlers were granted
political voice to hold the local administration accountable for property rights protection,
public good provision, and equal representation. Such developmental institutions were con-
ducive to economic and social development because they encouraged settler communities to
engage in free enterprise and economic exchange and guaranteed a comparatively equal dis-
tribution of economic opportunity.®

The view that near absolutist colonial governments were engaged in relentless revenue
extraction, particularly in colonial Africa, stands in a firm tradition of scholarship repre-
sented by historians such as Crawford Young and Mahmood Mamdani, who have described
the colonial state primarily in terms of its hegemonic power. Fiscal policy fulfils an import-
ant role in their argumentation because it constituted one of the main channels of resource
extraction and the supreme channel to display authority and legitimacy.” For Mamdani, the
organization of taxation along the lines of British indirect rule (which he calls ‘decentralized
despotism’) corrupted local authority structures because it left local chiefs with unchecked
powers of revenue collection: ‘District level autonomy at times reached the level of a fetish
... The result was a pervasive revenue hunger all along the chain of command, from the
central to the local state, leading to efforts to tax or impose fees on anything that moved.”*°
Taxes are placed in the centre of the extractive institutions hypothesis when AJR replicate
Young’s quote of a French government official in Africa, who reflected upon his duty as fol-
lows: “The European commandant is not posted in a region, is not paid to observe nature, to
carry out ethnographic, botanical, geologic or linguistic studies. He has a mission of

6 The neglect of the expenditure side is one of the arguments raised against the cost-benefit analysis as
conducted by Davis and Huttenback: see Avner Offer, ‘The British empire, 1870-1914: a waste of
money?’, Economic History Review, 46, 2, 1993, pp. 215-38. In another paper, I make an explicit
attempt to connect the revenue and expenditure sides of colonial budgets: see Ewout H. P. Frankema,
‘Toiling for prisons or hospitals? A comparative study of colonial taxation and public spending in British
Africa’, unpublished paper for ‘European Social Science History Conference’, Ghent, 13-16 April 2010,
pp- 1-2.

7 Acemoglu, Johnson, and Robinson, ‘Colonial origins’, p. 1375.
8 Ibid., pp. 1373-5.

9 Young, African colonial state, pp. 38-9 and 124-33; Mahmood Mamdani, Citizen and subject:
contemporary Africa and the legacy of late colonialism, Princeton, NJ: Princeton University Press, 1996,
pp. 54-9.

10  Mamdani, Citizen and subject, p. 56.
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administration ... to impose regulations, to limit individual liberties for the benefit of all, to
collect taxes.”"!

Various scholars have criticized this view, for interconnected reasons. The criticism
focuses on the claim that colonial governments possessed the ‘near absolutist power’ to
impose taxes straight away. They did not in early modern Spanish America, as Grafe and
Irigoin argue, nor in the lightly administered colonies of tropical British Africa or British
India. Colonial governments needed to anticipate the responses of the native population
when pursuing fiscal reforms, and low tax rates could provide a more stable political eco-
nomic equilibrium when they served to prevent social unrest and political disorder. Given
the small size of colonial governments, the logistic capacities were too limited to collect
taxes effectively. This forced governments to choose between maintaining a low-profile
tax system (for instance, largely based on easily collectable customs duties) or entering
into negotiations with indigenous representatives (kings, chiefs, sultans, or village heads)
over the collection and distribution of tax revenue.'” Austin argues that the extortion of
absolutist rule in areas with high rates of European settler mortality, such as tropical Sub-
Saharan Africa, is logically inconsistent: extractive power presupposes a continuous pres-
ence of coercive means. Austin is also critical about the fundamental neglect of African eco-
nomic agency in AJR’s hypothesis. Relocating the imperial army from region to region was
a very costly effort. Hence diplomacy was generally preferred over confrontation. Excessive
taxation incurred the risk of revolts and expensive military expeditions to restore order. In
other words, the imposition of high tax rates in non-settler colonies may simply not have
been the most sensible economic choice.'?

Apart from political economic considerations, there were also many practical con-
straints.'® These varied from adverse geographical or economic conditions to the design
of pre-colonial tax institutions. As pointed out by Herbst, pre-colonial tax systems in Africa
were often decentralized and organized on the basis of informal institutions. Given low
population densities, pre-colonial states did not effectively control territorial borders, as
the marginal costs of securing extensive borders were much higher than expected marginal
tax revenue.'’ Herbst argues that the weaknesses of post-colonial fiscal systems in Africa are
the result of colonial neglect:

11 Young, African colonial state, p. 101. Acemoglu, Johnson, and Robinson further illustrate their
argument with references to examples of excessive taxation in Tunisia, Northern Rhodesia, and the
Belgian Congo: ‘Colonial origins’, p. 1375.

12 Gareth Austin, ‘The “reversal of fortune” thesis and the compression of history: perspectives from
African and comparative economic history’, Journal of International Development, 20, 2008, pp. 996—
1027; Frederick Cooper uses the term ‘gatekeeper states’ to stress the limited capacity of colonial
governments to administer the hinterlands: see Africa since 1940: the past of the present, Cambridge:
Cambridge University Press, 2002, pp. 156-90. For a discussion of the political and technical difficulties
in making ends meet in British India, see Davis and Huttenback, Mammon, pp. 198-206.

13 Austin, “‘Reversal of fortune’ thesis’, p. 1017-19.

14 For the Dutch, French, and British colonies in Southeast Asia, such constraints are discussed by Anne
Booth, ‘Night watchman, extractive, or developmental states? Some evidence from late colonial south-
east Asia’, Economic History Review, 60, 2, 2007, pp. 241-66.

15 Jeffrey Herbst, States and power in Africa: comparative lessons in authority and control, Princeton, NJ:
Princeton University Press, 2000, pp. 113-26. This is not to say that pre-colonial tax systems were
unsophisticated: see, for instance, the account of the Sokoto Caliphate tax regime in Nigeria by J. S.
Hogendorn and Paul E. Lovejoy, ‘The reform of slavery in early colonial northern Nigeria’, in Suzanne
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Not surprisingly, the colonial governments were unable to solve the revenue problem
because there was not a fundamental change in the nature of population distribution
and because economic development, except in the settler economies, was extremely
slow. ... Reflecting their modest motivations for ruling in Africa, the states the Eur-

opeans created did not develop impressive institutions for collecting revenue.'®

Transforming the patchwork of fluid pre-colonial societies into centralized colonial states
with centralized tax regimes was a time-consuming and complicated task that required sub-
stantial administrative effort. Colonial governors critically depended on the cooperation of
local rulers to levy taxes. Their cooperation was not self-evident and negotiation about tax
rates was a crucial part of the political game of ‘indirect rule’. Lange has demonstrated that
British colonies governed by indirect rule fared economically worse in the long run than
directly governed British colonies. One of the possible causal channels, according to Lange,
is an undersupply of growth-promoting public goods as a consequence of insufficient public
revenue.'” Taking these views together, we arrive at the opposite end of the ‘extractive insti-
tutions’ hypothesis: low rates of colonial settlement are reflected by comparatively low rates
of taxation. It is not the excessive level of extraction but rather the failure to construct a
solid system of public finances that has impeded long-term economic development.

Measuring and comparing tax levels across
the British empire

This section develops a cross-colony and temporal comparison of income-adjusted per
capita public revenue for the benchmark years 1871, 1911, 1925, and 1937, covering the
big wave of imperial expansion up to the Second World War.'® The data are derived
from various issues of the colonial statistical tables, abstracts, blue books, and statistical
yearbooks of the dominions. The discussion below will mainly focus on the year 1911,
which is convenient for comparative purposes because of the large-scale population census
executed in the British empire. The analysis includes thirty-four British colonies, excluding
the numerous tiny island possessions. The smallest colony included in terms of population
size is British Honduras (present-day Belize), with an estimated population of 40,500 in
1911; the largest is British India, with an estimated population of 315 million. For a com-
plete source description, see the Appendix Tables 1-2.

I start with a comparison of gross public revenue (henceforth GPR) per capita levels.
This measure reveals the differences in revenue-raising capacity of various colonial govern-
ments in absolute terms. Such differences may be caused by variations in colonial wealth as

Miers and Richard Roberts, eds., The end of slavery in Africa, Madison, WI: University of Wisconsin
Press, 1988, pp. 391-414.

16  Herbst, States and power, p. 116.

17  Matthew K. Lange, ‘British colonial legacies and political development’, World Development, 32, 6,
2004, pp. 905-22.

18  Part of the analysis presented in this section builds upon joint work with Jan Pieter Smits: see Ewout
Frankema and Jan Pieter Smits, ‘Over de rol van cultuur en sociale cohesie in de economische
geschiedenis’, Tijdschrift voor Sociale en Economische Geschiedenis, 5, 2, 2008, pp. 93-116.
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well as in the effectiveness of the state as a tax-collecting institution. It also provides an
impression of the differences in colonial governments’ capacity to invest in social, economic,
or strategic public goods, which are crucial for the long-term development of the state and
the economy. Before I present the results, it is important to note that the analysis concen-
trates on the central colonial government budgets, except for the colonies with a federal
budget structure, where provinces or states collected and allocated a substantial share of
public revenue. Hence, for Australia, Canada, South Africa, and British India, the GPR
data refer to the aggregated accounts. New Zealand, which formally seceded from the Aus-
tralian Commonwealth in 1907, has been included as a separate colony. British India is
exclusive of the princely states, but includes provincial revenue of the states that were form-
ally under British rule. Finally, since the tax revenue of the local authorities in the UK com-
prises such a large share of total public revenue, the UK estimate is included twice,
excluding and including local revenue.

Figure 1 presents the GPR per capita figures of 1911. It shows that the cross-colony dif-
ferences in per capita GPR on the eve of the First World War were vast. In Australia, the
revenue per head of the population (£11.36) was 162 times larger than in Nyasaland
(£0.07). The unweighted average per capita budget of the four self-governing dominions
was about thirteen times larger than in the average African colony. The GPR per capita level
of Britain’s supreme crown colony, India (£0.26), compares much better to Africa. The Fed-
erated Malayan States brought up almost £4 per person, about sixteen times as much as in
British India. Given the sheer size of British India, the state budget still amounted to £82.8
million in 1911, whereas Australia, the richest dependency, raised £50.6 million.

Within British Africa large differences can be observed as well. Bechuanaland (Bot-
swana), Somaliland, Uganda, and Nyasaland (Malawi) generated considerably lower
amounts than South Africa, Southern Rhodesia (Zimbabwe), Zanzibar, or Mauritius. The
last colony, often cherished as the African ‘miracle economy’, raised more than two pounds
per head in 1911, which was at least four times as much as the African continental average
and comparable with the British West Indies and the Asian trade hubs such as Hong Kong
and the Straits Settlements.'”

One explanation for the small size of government revenue in British Africa is that these
territories had been colonized relatively late. Except for Mauritius and South Africa, the
African colonies had only become fully integrated in the empire after 1880. Table 1 shows
the temporal development of GPR per capita in constant British pounds of 1911.%° The
table presents population-weighted and unweighted per capita GPR figures, as well as the
cross-colony standard deviation and coefficient of variation. For a correct interpretation
of these statistics we need to consider the impact of India separately. In the unweighted

19  Does this signal that the Mauritian growth record has much deeper historical roots than the development
literature acknowledges? Elsewhere I argue it does, see Frankema, ‘Toiling for prisons’, p. 27. See also
Arvind Subramanian and Devesh Roy, ‘Who can explain the Mauritian miracle? Meade, Romer, Sachs,
or Rodrik?’, in: Rodrik, D., ed., In search of prosperity. Analytic narratives on economic growth,
Princeton, NJ: Princeton University Press, 2003, pp. 205-43.

20  Using a British price index does not necessarily reflect the development of local prices in different areas
throughout the empire, but it is arguably one of the best alternative measures when detailed local price
information is unavailable. Further below the GPR data will be adjusted for colony specific daily wage
rates, which does capture some of the cross-colony differences in price development.
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Figure 1. Gross public revenue per capita in the British empire, 1911 (in current £). For
sources, see Appendix Tables 1-2.
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Table 1. Gross public revenue per capita of thirty-four British colonies, 1871-1937 (in constant 1911 £)

1871* 1911 1925 1937
Population weighted average 0.32 0.57 0.76 0.90
Population weighted average, excluding India 1.64 2.28 2.80 3.55
Non-weighted average for 34 colonies 1.47 1.85 2.07 2.51
Standard deviation for 34 colonies 1.48 2.61 3.02 3.87
Coefficient of variation for 1.01 1.41 1.46 1.54

34 colonies

Note: 1871 includes 21 colonies; 1911, 1925, 1937 includes 34 colonies. The UK is excluded.
Sources: author’s own calculations from sources listed in Appendix Tables 1-2. The price deflator is taken
from Lawrence H. Officer, “What were the UK. earnings rate and consumer price index then? A data

study’, Chicago: University of Illinois, http://www.measuringworth.org/ukearncpi/ (consulted on 21 April
2009).

average it is counted simply as one of the thirty-four colonies, but, when we take population
into account, it constitutes about 78% of the entire sample in 1911. So the population-
weighted estimate is shown twice, including and excluding British India. The UK has been
excluded throughout.

The table shows that colonial revenues had grown considerably between 1871 and 1937.
The increase from £1.47 to £2.51 per colonial inhabitant was 76%. Although the 1871
estimate is derived from a smaller sample, excluding most of the poorer African colonies,
the spatial variation, as expressed by the coefficient of variation, remained virtually un-
changed between 1911 and 1937. This is an important observation because it shows that
colonial governments in British Africa did not manage to increase their revenue-raising
capacities compared to colonies with already strongly established administrations. The
African colonies remained fiscal and financial backwaters after the First World War.

Transforming GPR per capita figures into estimates of comparative tax levels requires
two more steps. First, fiscal revenue needs to be separated from non-fiscal revenue. Second,
we have to control for differences in per capita income levels to obtain a relative, rather than
an absolute, estimate of comparative tax levels. The first step is less complicated than the
second. The colonial blue books and dominions’ yearbooks provide detailed accounts of
revenue and expenditure, with a high level of standardization in the accounts. This makes
it possible to distinguish fiscal revenue, including items such as customs duties, excises (to-
bacco, liquor, salt), government monopolies (opium), sales taxes, and various direct taxes
on income, land, property, inheritances, or harvests. We also categorized various types of
stamp duties, licences, and administrative fees as fiscal revenue. Non-fiscal revenue sources
tended to be dominated by a few big items such as post and telegraph receipts,
railway revenues, land sales, and rents from government property.>! School or medical
fees paid to the state were considered as non-fiscal revenue. Appendix Table 2 presents

21 It can be argued that railway revenues or postal revenues were part of fiscal revenue, as colonial
governments often exerted a monopoly on this type of public service. However, the bulk of these
revenues were used to compensate for current expenses and investments. Including these revenues would
therefore greatly inflate fiscal receipts and bias the comparison more than excluding these revenues.
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the percentage shares of fiscal revenue in total public revenue for each colony in 1911, 1925,
and 1937 and also shows the per capita tax revenue estimates.

The next step is to control per capita tax revenue for cross-colony variations in per
capita income. Ideally we would like to express tax revenues as a percentage share of
GDP, as is common practice in public finance literature.”* However, for the great majority
of British colonies between 1870 and 1940 there are no (reliable) GDP estimates. A different
approach is to control per capita tax revenue for variation in wage rates. Wage data are
more widely available and allow us to express the average tax level as the number of work-
ing days required by a specific occupational category to fulfil the per capita tax sum. Given
the occurrence of regional, occupational, and gender wage differentials, this approach is
inferior to the use of GDP data but can be regarded as a ‘second-best’ alternative.*?

For comparative purposes we used the daily wage rates of adult male unskilled workers
engaged in construction or manufacturing trades. Unskilled workers perform manual and
physical labour tasks that do not require very specialized types of knowledge, skill, experi-
ence, or responsibility. This makes the task content more comparable across regions than
that of skilled labourers. Besides, urban wage-earners usually receive monetary wages
excluding payments in kind, which are more common in rural occupations or domestic ser-
vices. Since colonial blue books provide information on the minimum and maximum wage
levels, we computed average daily wages assuming a lognormal wage distribution (i.e.
biased towards the minimum wage rate).

In some cases in 1911, urban unskilled worker’s wages were not reported, but we do have
the wage levels of skilled construction workers such as carpenters, joiners, masons, and brick-
layers. These data were used to estimate the wages of unskilled construction workers accord-
ing to a simple linear regression estimate of the skill premium in all British colonies, excluding
the four dominions and Southern Rhodesia.>* The regression yielded an equation of y = 2.13x
+ 2.11, where y is the average skilled wage rate and x is the unskilled wage rate. The equation
indicates that the average skill premium in urban trades was 113%. A scatter plot of the sam-
ple is presented in Appendix Figure 1. The value of 0.82 for R? suggests that this is a pretty
reliable approximation of the unskilled—skilled wage gap in the urban building industry.
Wages paid to unskilled workers employed by the colonial government were only included
if we had no other alternatives. In a few cases, we had to resort to the wages of coolies or por-
ters working on government estates or infrastructural projects.

Including colonies with highly discriminatory labour markets is somewhat more compli-
cated. In countries with large ethnic wage inequality and a substantial European population,
imputing the native wage would inflate the average tax level, but taking the European wage

22 See for instance Peter H. Lindert, Growing public: social spending and economic growth since the
eighteenth century, Cambridge: Cambridge University Press, 2004, pp. 171-92.

23 See for instance Maarten Prak and Jan Luiten van Zanden, ‘Towards an economic interpretation of
citizenship: the Dutch Republic between medieval communes and modern nation-states’, European
Review of Economic History, 2, 10, 2006, p. 130.

24 In South Africa and Southern Rhodesia, the skill premiums were significantly higher than in other
colonies, because ethnic discrimination determined much of the wage gap. Skill premiums in Australia,
Canada, and New Zealand were significantly lower than in the non-settler colonies. This is partly related
to the fact that unskilled labour was relatively scarce, but also because minimum wage prescriptions put a
floor under the wages of the less qualified workers.
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would do the opposite. Especially in South Africa and Southern Rhodesia, native and non-
native wage rates were highly dispersed. In 1914, a native African worker would make
between 15 and 27 shilling in the building industry, while an average white adult male
would earn around 135 shilling per week. This is a huge wage gap. Given the fact that
Europeans constituted around 10% of the population in South Africa and 2-4% of the
population in Southern Rhodesia, this can affect our income-adjustment method consider-
ably. Hence, for these two countries we constructed a population-weighted average of the
native and non-native unskilled wage rate. In the sensitivity analysis presented further
below, I will discuss some other potential wage-related biases.

Figure 2 presents the cross-colony comparison of tax levels for the year 1911.>° The
daily wage rates and the number of working days forgone are presented in Appendix Table
2. As we expected, controlling for wage levels largely reduces the observed cross-colony dif-
ferences in GPR per capita. The absolute gap in GPR per capita levels between Nyasaland
and Australia has turned into a relative gap of about 80%. Nevertheless, tax rates in the
majority of British African colonies still appeared to have been considerably lower than
the imperial average. Moreover, within Africa the differences are large: for instance, the
wage-adjusted per capita tax level in the Gold Coast was four and a half times as high as
in Uganda. (Mauritius confirms its status as an outlier.)

The intra-regional variation provides precious little evidence for the hypothesis that
low levels of European settlement are related to high incidence of taxation, as AJR sug-
gest.”® As displayed in Figure 3a, by plotting the unweighted average tax levels of 1911,
1925, and 1937 against AJR’s European settler mortality rates (both in logarithm) we
obtain a negative correlation, with an R? of 0.565. Hence, colonies with high barriers to
European settlement had lower tax levels on average. This finding raises more support
for the hypothesis that under-administered colonies tended towards a ‘low-tax’ political
economic equilibrium.

When plotting average tax levels against long-term economic growth rates another inter-
esting pattern emerges. Figure 3b demonstrates a strong positive correlation between colo-
nial tax levels and average annual GDP per capita growth rates between 1950 and 2006,
with an R? of 0.602. If the observed correlation reflects more than just a coincidental rela-
tionship, it suggests that high colonial tax rates either had a direct impact on long-term
growth or reflected the presence of factors spurring long-term growth, or both. High colo-
nial taxes may reflect favourable economic conditions such as a better integration into the
world economy, a more diversified production structure, or strong and stable state institu-
tions. High colonial taxes per se provides for a stronger foundation for macroeconomic sta-
bility and long-term commitments to the accumulation of growth-promoting public goods
such as health care, education, and infrastructure. The possible channels of causation war-
rant further research that goes beyond the scope of this article, but the observed correlation
offers a promising starting point.

25 It should be noted that the average number of required working days thus obtained is useful for
comparative purposes, but should be increased by the proportion of the economically inactive population
when we want to have a more exact estimate of the workings days forgone in order to fulfil tax
obligation. But this distinction does not primarily concern us here.

26  Acemoglu, Johnson, and Robinson, ‘Colonial origins’, p. 1375.
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Figure 2. Working days required by adult male unskilled urban workers to fulfil the per

capita tax revenue in the British Empire, 1911. For sources, see Appendix Tables 1-2.
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Figure 3a. Average tax levels (1911-1937, log) versus settler mortality rates (log). Sources:
see Appendix Table 1. Settler mortality rates taken from Acemoglu, Johnson, and Robinson,
‘Colonial origins’, p. 1398.
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Figure 3b. Average tax levels (1911-1937, log) versus GDP per capita growth (1950-2006).
Sources: see Appendix Table 1. GDP per capita growth from Angus Maddison, Statistics on
world population, GDP and GDP per capita, 1-2006 AD, http://www.ggdc.net/maddison/
content.shtml (consulted on 21 April 2009).
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Table 2. Aggregate income-adjusted tax levels in the British empire, 1911-1937

1911 1925 1937
Average working days 14.1 19.1 21.3
Standard deviation 9.1 13.4 9.4
Coefficient of variation 0.65 0.70 0.44

Sources: see Appendix Tables 1-2.

This section concludes with an analysis of the development of tax levels in the British
empire during 1911-37. Table 2 reveals some important general patterns. First, tax rates
have increased in almost all colonies and dominions during that period. Especially between
1911 and 1925 the increase was large: the required number of working days increased from
14.1 to 19.1. The overall rise in colonial taxes was accompanied by notable convergence of
tax levels across colonies. Although the coefficient of variation of 1925 suggests an increase
in variation, this trend is exclusively driven by Hong Kong, the Straits Settlements, and Brit-
ish Malaya. Revenue from export duties on rubber and tin enhanced per capita revenue in
Malaya, while commercial and business licenses, stamp duties, fees, and assessed taxes
spurred government revenue in the two city-states. Moreover, the lucrative opium mono-
poly accounted for approximately 20% of GPR in Malaya, 18% in Hong Kong, and a stag-
gering 36% in the Straits Settlements around 1911. These three colonies are good examples
of places where high per capita tax rates corresponded with high growth rates in the post-
colonial era.

When we remove these three colonies, however, the coefficient of variation decreases
from 0.52 in 1911 to 0.44 in 1925 to 0.39 in 1937. The convergence in tax levels is mainly
caused by British Africa. Particularly during the period of high inflation during and after the
First World War, nominal wages in many African colonies were not fully adjusted to
increasing price levels, while customs duties automatically kept pace with inflation. In
Kenya, Uganda, Tanganyika (present-day Tanzania), and Nyasaland this resulted in a large
rise in the number of working days forgone, although it should be noted that the pre-1914
levels were rather low.

A sensitivity analysis

The population and wage data we use in this study contain some serious limitations for
comparative purposes. This section discusses the most important drawbacks and the extent
to which they may bias our findings. It is good to note at the outset that the expected biases
work in opposite direction, so they partly compensate each other.

First, let us consider the problem of inaccurate population estimates. While the census
returns in the self-governing dominions such as Canada and Australia are generally consid-
ered to be fairly accurate, in the more peripheral colonies the censuses of 1911, 1921, and
1931 did not produce much more than population ‘guesstimates’. In his magnum opus on
the demography of the British empire, Kuczynski makes clear that there are two funda-
mental reasons why these inaccurate census returns were likely to underestimate, rather
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than overestimate, the actual population size. First, in lightly administered areas not every
tribe, community, or village in the rural hinterland could be reached with the limited time
and administrative capacity allocated to the census-taking committee. Census committees
were chronically understaffed and native authorities were not always prepared to cooperate
voluntarily (if they disposed of the skills to produce an accurate head count in the first
place). Second, the enumerated often had a clear incentive to oppose participation, for
fear of the census being used for tax purposes.”” The Colonial Report on the Northern Ter-
ritories in the Gold Coast Protectorate underlines exactly these two arguments when evalu-
ating the 1911 census returns:

These figures must not be taken as giving an accurate idea of the population in the
Protectorate. This will be readily understood when it is borne in mind that only three
special enumerators were appointed. ... The fear of taxation amongst the natives
throughout the Protectorate deterred numbers from putting in an appearance to be
counted, which is not to be wondered at, as in the adjacent territories of France and
Germany all natives are taxed.*®

For the population count in 1890, the Governor of the Gold Coast sent a letter to the native
kings that illustrates the dependence of the colonial administration on the native rulers in a
more subtle manner:

I wish you to clearly understand that I am not asking you to do this in order to tax
your people, or for any purpose but your good. The Government in requiring this
information has no intention to tax you or interfere in your country, and I only
want the information to give to the Queen. As a loyal King you will, I am sure,
help me. You will see that it is for your advantage that I should know how many peo-
ple belong to your country in the same way a shepherd counts his sheep to know how

many look to him for protection and care.”’

The Nigerian census of 1911 gives us some impression of the possible margins of error.
The census produced a figure of 8,110,631 native inhabitants, which was generally consid-
ered too low by the British administration. The official estimate was therefore raised to
9,269,000, but the colonial report of 1910-11 put the total population figure at
10,000,000. The colonial report of 1912 adopted the official figure of 9.3 million but com-
mented that tax records revealed this figure to be ‘a conservative one’.>° Note that the dis-
crepancy between the lower and upper bound estimate is almost 20%! And this does not
seem to be uncommon when we read Kuczynski’s account of census-taking in British Africa.
Hence, the population figures used in this study almost certainly overestimate the per capita

27  Robert R. Kuczynski, Demographic survey of the British colonial empire, vol. I: West Africa, London:
Oxford University Press, 1948; idem, Demographic survey of the British colonial empire, vol. 1I: East
Africa, London: Oxford University Press, 1949.

28 From Gold Coast colony, Report on the Northern Territories 1911, p. 12, Accra, 1912, cited in
Kuczynski, Demographic survey: West Africa, pp. 398-9.

29  Report on the census of the Gold Coast colony for the year 1891, London, 1892, pp. 37-8, cited in
Kuczynski, Demographic survey: West Africa, p. 391.

30  Kuczynski, Demographic survey: West Africa, p. 592.
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tax level in the least-administered colonies. The case of Nigeria suggests that biases may fall
in a range between 0 and 20%, but we cannot exclude the possibility that these are occa-
sionally much higher.

Despite the obvious shortcomings we chose to use unadjusted population estimates.
First, we do not dispose of a uniform rule of thumb that can be applied to make corrections:
we would turn a problematic estimate into an equally problematic alternative estimate. But
there is also an intuitive argument: those parts of the population that were left uncovered in
the census usually did not appear in the tax rolls either. The ‘uncounted’ resided in the hin-
terlands, where the colonial administration had no means to obtain the information neces-
sary to effectuate its tax policies. Indeed, one of the major reasons for a population count
was to (re-)establish the colonial tax base but, ironically, population census estimates
were often checked or even partly constructed on the basis of existing tax rolls. Hence,
for some colonies, especially in British Africa, the population data used in this study offer
a better proxy of the tax-paying population than of the actual population.

Apart from the impact on our quantitative analysis, this discussion reveals a point that is
of great relevance for the research question we posited: to what extent should we regard
colonial taxes as a form of extractive institutions imposed by absolutist colonial powers?
The way in which population censuses were conducted shows that the colonial governments
had to overcome large barriers in order to establish a tax system that incorporated all avail-
able potential tax-payers. Even when colonial powers pretended to be ‘absolutist’, they
clearly did not have the administrative capacity to substantiate this.

The second potential bias stems from our use of urban unskilled wages. Urban wage
earners usually earn higher nominal incomes than subsistence farmers or rural day
labourers. When the position of urban wage workers in the national income distribution dif-
fers across colonies, our comparison becomes flawed. In the economically more developed
colonies, urban wage workers were probably closer to the bottom of the income distribution
than elsewhere, and, although the share of wage earners in the economically active popula-
tion increased rapidly, they still represented a minority in tropical Africa for instance.®' The
question how the spatial comparison of tax levels would change if we were to substitute
rural for urban unskilled wages is therefore a valid one.

Table 3 provides a tentative answer to this question. We computed rural-urban wage
gaps for unskilled workers for those colonies where we could obtain agricultural wages
that explicitly included the costs of food rations and housing. In the third column, we
show the impact of using rural wages on the position of the African colonies in our imperial
comparison. The table shows that imputing rural wages does not lift the estimated tax levels
in the ‘extractive’ colonies of Africa to levels exceeding the imperial average in the majority
of cases. There is an important difference, however, between the colonies of Kenya and
Northern Rhodesia (which both had a limited form of European settlement) and the West
African colonies, as the tax levels in the former come rather close to the imperial average,
while they stay substantially below that level in the latter colonies. In the next section I
will discuss this distinction further.

If we could control our estimates for underestimated population size, however, it is
highly likely that all British African colonies would display levels substantially below

31 John Sender and Sheila Smith, The development of capitalism in Africa, London: Methuen, 1986.
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Table 3. Tax levels in a selection of British African colonies (1911-1937), expressed in number of working
days required by agricultural labourers

Tax levels Imperial
rural/urban (rural working  average (urban
year wage days) working days)  Difference

1 2 3 2-3
Gambia 1911 0.87 9.0 13.8 —4.8
Gold Coast 1911 1 10.3 13.8 -3.5
Sierra Leone 1911 0.5 11.4 13.8 —-2.4
Nigeria 1911 0.77 4.0 13.8 -9.8
Uganda 1911 0.56 10.5 13.8 -3.3
Kenya 1926 0.74 18.0 18.6 -0.6
Northern 1937 0.7 20.4 21.0 -0.6
Rhodesia
Nyasaland 1925 0.86 16.1 18.6 -2.5

Sources: see Appendix Tables 1-2.

average. Indeed, when taking all the quantitative evidence together there seems to be little
support for the view that colonies with low levels of European settlement were subjected
to excessive levels of colonial taxation, at least not from a comparative perspective. The
fact that so many colonial governments even lacked the necessary information about the
number of taxable persons reflects the major constraints of supposedly absolutist colonial
governments to expand colonial taxes.

Tax level is not the same as tax burden

The conclusion that the level of taxation was comparatively moderate in British Africa
(except for Mauritius) does not necessarily imply that taxes were less burdensome than else-
where in the empire. One of the consequences of the limited administrative capacities of
African colonial governments was that parts of the native population were incorporated,
while others were left outside the system. The burden therefore fell unequally on the
shoulders of the incorporated. Moreover, when household incomes are limited, relatively
low tax rates can have a disproportionately large effect on living standards. In economies
based on barter or non-cash forms of exchange (e.g. cowries, iron bars, commodities), the
demand to pay taxes in cash raised the transaction costs of labour, especially when hus-
bands or sons had to migrate for work on estates or in mines.

There exists a large literature on the coercive features of colonial fiscal policy emphasiz-
ing that taxes were raised not just for revenue purposes but also with the objective to
strengthen the legitimacy of colonial rule as such.?* Taxes were used to mould colonial sub-
jects into ‘governable persons’ or to undermine the position of traditional chiefs and

32 See for instance Dean E. Neu, “‘Discovering” indigenous peoples: accounting and the machinery of
empire’, Accounting Historians Journal, 26, 1, 1999, pp. 53-82.
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Table 4. Nominal wages of urban unskilled workers in British Africa (by region)
and India, 1911, 1925 and 1937, in pence per day

1911 1925 1937
East & Southern Africa
Bechuanaland 5.7 8.9
Northern Rhodesia 6.9 10.3
Nyasaland Protectorate 2.8 3.7 4.6
Kenya 4.3 10.5 7.4
Tanganyika Territory 3.7 4
West Africa
Gambia 17 18 18
Sierra Leone 10 14 13
Gold Coast 12 18 13
Nigeria 8.5 17 12
Mauritius 14 22 17
India S 10.4 6.7

Note: Mauritius refers to wage of unskilled agricultural worker.
Sources: see Appendix Table 2.

promote the rule of loyal chiefs.>®> One of the major limitations of the comparative approach
adopted in this study is that it does not allow for an encompassing assessment of the tax
burden, including the more invisible and incomparable effects of coercion. Nevertheless,
I will try to push our analysis (and conclusions) a bit further by focusing on some of the dis-
tributional implications of colonial taxation in British Africa.

In view of the discussion in the previous section, there can be no doubt that the gaps in
nominal and real incomes across the British empire were enormous. Yet, even within British
Africa the urban unskilled wage differences were vast. Table 4 shows the nominal urban un-
skilled wages of native labourers in India and British Africa (1911, 1925, and 1937) as pre-
sented in Appendix Table 2. Whereas in East and Southern Africa the nominal daily wages
of native workers were on the whole slightly or even substantially lower than in India, the
nominal wages in West Africa were substantially higher, as much as in the order of one
to four.>* In a recent working paper, van Waijenburg and I show that these gaps also exist
in terms of real wages. We adjusted urban unskilled wages for the price level of a standard
consumption basket, including among other items a staple crop such as maize, rice, or cas-
sava, meat, sugar, and cotton cloth.®® Wage gaps between the Gold Coast and Kenya in the

33 See Barbara Bush, Imperialism, race and resistance: Africa and Britain, 1919-1945, London: Routledge,
1999, p. 64; Barbara Bush and Josephine Maltby, ‘Taxation in West Africa; transforming the colonial
subject into the “governable person’’, Critical Perspectives on Accounting, 15, 2004, pp. 5-34.

34 It appears rather bold to express urban unskilled wages in the vast area of British India in a single
number, but we found a close fit with the estimates of van Leeuwen, who constructed an average wage
on the basis of a large sample of Indian cities drawn from the annual Prices and wages in India series
published by the British colonial government. For the details, see Bas van Leeuwen, ‘Human capital and
economic growth in India, Indonesia and Japan: a quantitative analysis, 1890-2000’, PhD thesis, Utrecht
University, 2007, pp. 237-42.

35 Ewout Frankema and Marlous van Waijenburg, ‘Real wages in British Africa, 1880-1940’, unpublished
paper for LSE African Economic History Workshop, London, 28 April 2010.



RAISING REVENUE IN THE BRITISH EMPIRE, 1870-1940 |465

1920s were found to be in the order of three to one. The evidence presented here is also con-
sistent with the poverty and development indicators constructed by Bowden, Chiripanhura,
and Mosley, suggesting that the differences in livings standards across British Africa were
substantial, especially between the territories with limited European settlement in East
and Southern Africa (Kenya, Northern Rhodesia, South Africa) and the so-called ‘peasant-
export colonies’ such as the Gold Coast and Uganda.>®

Regarding the higher poverty incidence, the burden of taxation in East and Southern
Africa must have been substantially larger than in West Africa, Uganda (Central Africa),
or Mauritius (an island). This conclusion can only be further corroborated by a comparative
analysis of the source composition of colonial taxes. Although the term ‘British empire’ sug-
gests a legal and political entity, colonial tax systems were mainly determined by local cir-
cumstances, rather than by all-embracing metropolitan policies. Consequently, the sources
of taxation were very different across the British empire as well as within British Africa.
The composition of taxes matters for the distribution of its burden.

Customs revenues, which often accounted for 70-90% of import duties, had a less
regressive impact than direct native taxes and it was generally acknowledged that trade
taxes posed a much lower political risk than direct taxes.>” The “visibility’ of direct taxes
was much larger than that of trade taxes and this played an important role in native people’s
perception of colonial tax pressure. Import duties were mainly levied on luxury items such
as spirits, beer, wine, tobacco, firearms, gunpowder, and manufactured cloths. They raised
the price of specific consumer goods for which domestic substitutes existed in most cases, so
they could easily be escaped by low-income or low-cash consumers and offered some protec-
tion to local produce as well. If tariffs were raised on food products, they were usually quite
low. Besides, much of the imported food such as wheat and rice was consumed by European
minorities and African elites, rather than the lower-income groups consisting of rural or
urban wage workers or subsistence farmers. The hut, head, or poll taxes were, for many
families, inescapable, however. The flat rates of these head taxes, pressed disproportionately
hard on the shoulders of the poorest households.

Table 5 presents the number of working days required to match per capita fiscal revenue
excluding customs revenue. The data refer to eight British colonies in six benchmark years
between 1911 and 1937. Excluding customs revenue, it appears that the comparative tax
level in the four British West African colonies was very low, between one and four working
days. In Uganda, Kenya, Nyasaland, and Mauritius, the share of internal direct and/or indir-
ect taxes was much larger and the taxation levels also increased substantially during the
interwar years.

In particular, the landlocked colonies facing huge coastal access barriers provided lim-
ited opportunities to base colonial state finances on international trade flows. Colonies
such as Uganda, Nyasaland, Northern Rhodesia, Swaziland, Basutoland, and Bechuana-
land recorded comparatively low shares of customs revenue (around 20-30%). In these
territories the native hut, head, or poll taxes constituted the main source of government

36  Sue Bowden, Blessing Chiripanhura, and Paul Mosley, ‘Measuring and explaining poverty in six African
countries: a long-period approach’, Journal of International Development, 20, 8, 2008, pp. 1049-79.

37  Gareth Austin, Labour, land, and capital in Ghana: from slavery to free labour in Asante, 1807-1956,
Rochester, NY: University of Rochester Press, 2005, p. 39.
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Table 5. Number of working days required to match annual average per
capita fiscal revenue, excluding customs duties, 1910-1938

1911 1919/21 1925 1929 1934 1937

Gambia 1 1 2 2 4 3
Sierra Leone 1 1 1 2 2 4
Gold Coast 1 1 1 3 2 3
Nigeria 1 1 1 1 1 1
Nyasaland N 8 10 9 6 7
Protectorate

Kenya N - 9 11 11 13
Uganda 3 4 7 8 9
Mauritius 6 7 7 8 15 16

Sources: see Appendix Tables 1-2.

revenue. In British West Africa, on the other hand, customs revenues accounted for
approximately 60% of gross public revenue in Nigeria and the Gold Coast, 53% in Sierra
Leone, and even 79% in the Gambia in 1911. Coastal access and higher levels of com-
mercial and economic development can explain a good deal of these intra-regional differ-
ences. In particular, the growth of agricultural export sectors, such as cocoa in the Gold
Coast and palm oil in southern Nigeria, reduced the necessity of imposing direct taxes in
these areas.®

However, native taxes also enhanced the supply of wage labour for European enter-
prises, be that for agricultural estates, mines, railways, or trading companies. The problem
of labour scarcity was a bigger issue for the colonial governments in East and Southern
Africa than in West Africa, for at least three reasons. First, population density was gener-
ally lower.>” Second, native tribes were generally less inclined to work for wages. And
third, the demand for native wage labour was larger because of significantly higher rates
of European settlement and European entrepreneurial activity. In West Africa, the native
peoples remained, by and large, in control of the vital sectors of commercial production.
Plans to alienate large tracts of native land, as was common policy in the East and South-
ern African colonies were never effectuated in the West. As Austin argues, the colonial
governments in West Africa did try it, but concluded that it was politically unwise and
economically unnecessary to bring about the economic dynamism needed for colonial
state development,*”

38  Gareth Austin, ‘Labour and land in Ghana, 1874-1939: a shifting ratio and an institutional revolution’,
Australian Economic History Review, 47, 1, 2007, pp. 95-120; Suzan, M. Martin, Palm oil and protest:
an economic history of the NGWA region, south-eastern Nigeria, 1800-1980, Cambridge: Cambridge
University Press, 1988; Anthony G. Hopkins, An economic history of West Africa, London: Longman,
1973, pp. 189-91.

39  For the impact of factor endowments on African economic development, see Gareth Austin, ‘Resources,
techniques, and strategies south of the Sahara: revising the factor endowments perspective on African
economic development history’, Economic History Review, 61, 3, 2008, pp. 587-624.

40  See specifically for Ghana, Austin, Labour, ch. 14, pp. 253-77; idem, “‘Reversal of fortune’ thesis’,
p. 1018-20.
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Native direct taxes never became a key source of state revenue in West Africa. In the
Gold Coast colony and Ashante territory, the potential resistance was so large that the
colonial administration did not even suggest the implementation of a head or hut tax.
In Nigeria, a native income tax was only established in 1927, followed by a non-native
income tax some years later, in 1931. Also in Nigeria, the introduction of direct taxation
generated strong social upheaval, culminating in the ‘Igbo Women’s War’ in the heart of
Nigeria’s palm-oil belt.*' If we compare the eventual native and non-native tax ordi-
nances, it appears that their design was almost identical: a progressive tax rate and an
exemption for the first thirty pounds of earned income. This did not affect the poorer
parts of the working population: an urban unskilled wage worker would make some fif-
teen to twenty pounds a year in the 1930s, which was far below the exemption threshold.
Hence the income taxes were targeting the relatively well-off, not the poor. In 1937, dir-
ect taxes constituted 11.6% of total public revenue, which is a far from negligible share
but much lower than in the eastern and southern parts of British Africa or the self-govern-
ing dominions.

In Sierra Leone, plans to introduce a hut tax in 1898 (5 shillings for a two-room
house; 10 shillings for larger dwellings) in the Protectorate were almost immediately fol-
lowed by large uprisings of the Temne tribe, under the leadership of Bai Bureh, in the
north, and of the Mende tribe in the south. The so-called ‘Hut Tax War’ required an
intervention from the British imperial army to restore order. The revolts cost the lives of
an estimated thousand soldiers (mainly Creoles from the coast-based colony of Freetown),
traders, and missionaries. With the backing of the Colonial Secretary Joseph Chamberlain,
the local colonial government in Sierra Leone pursued its plan to impose the tax, but the
local chiefs retained a strong voice in the negotiations. The chiefs became responsible for
the collection of the tax, a position that they, reportedly, often exploited for their own
benefit.*? In 1911, the ‘house tax’ contributed 11.7% to state revenue, declining to
6.3% in 1925.

Resurging waves of protest against the hut tax became directed more and more firmly
against local chiefs who abused their position as tax collectors to enrich themselves. The
chiefs supplemented their incomes by collecting all sorts of fees and levies, besides their offi-
cial title to a share of the hut tax. The British were not able to take away the resentment of
the people against these abuses. In 1937, the colonial administration proposed, as part of a
wider administrative reform, to improve the accountability of tax collection by prohibiting
the personal reception of any tax, labour tribute, or customary levy. In exchange for a share
of the hut tax, the chiefs would now receive an official government salary. A decade later,
however, about half of the chiefdoms were still refusing to carry out this administrative

reform.*3

41  For a detailed account of the revolt against colonial taxes lead by Igbo women, see Martin, Palm oil, ch.
9, pp. 106-18. See also Bush, Imperialism, p. 64.

42 Michael Crowder, Colonial West Africa: collected essays, Totowa, NJ: Frank Cass and Company Ltd.,
1978, pp. 61-103. See also Ewout Frankema, ‘The colonial roots of land inequality: geography, factor
endowments, or institutions?’, Economic History Review, 63, 2, 2010, pp. 418-51.

43  John R. Cartwright, Politics in Sierra Leone, 1947-67, Toronto and Buffalo, NY: University of Toronto
Press, 1970, pp. 30-2; Martin Kilson, Political change in a West African state: a study of the
modernization process in Sierra Leone, Cambridge MA: Harvard University Press, 1966, pp. 28-32.
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Table 6. The proportion of native hut tax revenue in the protectorates of Nyasaland and Sierra Leone,
1924-25

native hut tax hut tax huts tax per
population rate revenue taxed person
number in £ in £ number in £
1 2 3 3/2 3/1
Nyasaland 1,205,801 0.30 112,490 374,967 0.093
Protectorate
Sierra Leone 1,450,903 0.25 60,162 240,648 0.041
Protectorate

Sources: Blue book of Nyasaland Protectorate, 1925, Zomba; Blue book of Sierra Leone, 1925, London:
Government Printing Office.

A final comparison of the protectorates of Sierra Leone (West Africa) and Nyasaland
(East Africa) offers further insight into the variegated impact of native taxation in British
Africa. In 1924-25 the official rate of the native head tax was 6 shilling per native male
adult in Nyasaland and 5 shillings in Sierra Leone, and the (known) size of the native popu-
lation — as reported by the colonial authorities — was more or less comparable, at approxi-
mately 1.2 million and 1.4 million respectively. However, Table 6 shows that the collected
amount of hut tax revenue was almost twice as large in Nyasaland. Obviously, this differ-
ence cannot entirely be explained by the higher tax rate in Nyasaland, especially not
when we take into account that most of the difference should have been compensated for
by the larger population size in Sierra Leone. Reconsidering the wage levels presented in
Table 4, it becomes clear that the income levels in Nyasaland certainly cannot explain the
gap: wages in Sierra Leone were at least three times those in Nyasaland. Why then was
the per capita native tax revenue in Nyasaland more than twice as large, and, adjusted for
income, perhaps even six times as large?

The distribution of the tax burden in the indirectly ruled colonies depended to a large
extent on the bargaining powers of local chiefs. The British deliberately differentiated tax
rates between various communities or tribes in view of the different capacities to comply.**
Native chiefs or village heads provided information about the number of taxable families to
the colonial government and local rulers were responsible for the collection of direct per-
sonal taxes. Native rulers held much of the power to decide how much each family had
to pay and how much of the revenue would be creamed off before it was handed over to
the central colonial authorities. In view of the experienced hostilities, the British opted for
a ‘low tax’ political equilibrium in Sierra Leone. The fact the interior of Sierra Leone was
one of the most inaccessible areas for Europeans, because of the high incidence of malaria,
may have added to the lack of control that the British could exert in the region.*®

44 For example, the official native head tax rate in Kenya in 1938 was 12 shillings, but most of the native
tribes paid a reduced rate: the Meru and Tharaka paid 8 shillings, the Duruma from the Digo district
paid 6 shillings, and the Turkana 3 shillings. The Masai were the only listed tribe paying the official rate.
See Blue book of the colony and protectorate of Kenya, 1938, Nairobi, 1939, section 1, pp. 82-3.

45 In AJR’s sample, Sierra Leone is the country with the highest settler mortality rates: Acemoglu, Johnson,
and Robinson, ‘Colonial origins’, p. 1398.
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In Nyasaland, the government was clearly more able to effectuate native taxation.
Adult males over sixteen years of age constituted about one third of the population and
this is similar to the share of the total population paying the full 6 shillings. A substantial
share of the adult male population migrated to the mining areas in South Africa (the Rand
area) or Southern Rhodesia to earn cash wages.*® These earnings could easily be taxed at
the border crossings, thus avoid much of the logistic complexity of the head tax collec-
tion. The contrast between Nyasaland and Sierra Leone, and on a wider scale between
West and East Africa, illustrates our point that the rates of extraction by means of native
taxation varied largely in response to the economic and political agency of different native
societies.

Conclusion

A comparative survey of colonial taxation in the British Empire between 1871 and 1937
yields little evidence for the idea that tax levels in non-settler colonies in general, and in
the colonies facing the highest barriers to European settlement in particular, were structur-
ally higher than in the neo-European settler colonies. On the contrary, the rapid economic
development of Australia, New Zealand, and Canada was accompanied by relatively high
rates of taxation, providing the state with a strong fiscal basis to maintain macroeconomic
stability and to commit consecutive administrations to investments in growth-promoting
public goods.

Colonial governments operating in the peripheral areas faced numerous practical and
political constraints to enlarge their revenue base. These constraints varied from logistic bar-
riers and chronic administrative understaffing to the more fundamental political choice con-
cerning the trade-off between the expansion of taxation and the maintenance of domestic
order. The idea that the British were able and, if so, willing to extort some kind of absolutist
rule in the extractive colonies, allowing them to make sovereign choices in the design of the
colonial fiscal system, is not supported by the quantitative evidence presented above and is
also rejected by much qualitative historical evidence.

This is not to say that taxes in the peripheral regions of the British empire were less bur-
densome. It just points out that, in many non-settler colonies, overall levels of state revenue
were too small to meet the requirements of state-led economic development. The strong cor-
relation between comparative tax levels and long-term growth recorded in this study war-
rants further investigation. We should especially examine the hypothesis that the absolute
levels of revenue extraction were far too low to create the right conditions for a sustainable
constructive role of the post-colonial state in post-colonial economic development.

The source composition of colonial taxation had important implications for the distribu-
tion of the tax burden. In large parts of British Africa, discriminatory direct taxes, although
modest in absolute returns, far outweighed the contributions of taxes targeted at the non-
native residents. What the native tax-payer received in return for these sacrifices has not
been addressed here, and is a major limitation of this study. It does not require much calcu-
lation effort, however, to see that the distributional implications of different fiscal regimes

46  Alexander J. Hanna, The story of the Rhodesias and Nyasaland, pp. 225-7.
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within British Africa were much worse for the poverty-ridden peoples in the eastern and
southern parts of the continent (where Europeans settled in limited numbers) than in the
West African colonies (where they did not settle at all). In places where the indigenous soci-
eties were able to take the initiative in exploiting new commercial opportunities and kept
the colonial government and potential European settlers at arm’s length, native living stan-
dards were rising. Indeed, in the area with the highest settler mortality rates in the world,
the presumed hegemony of colonial governments appears highly doubtful.

Ewout Frankema (PhD 2008, University of Groningen) is assistant professor in the
Department of Economic and Social History, Utrecht University. He is currently involved in
the VENI-project ‘Colonial origins of inequality: a comparative analysis of fiscal regimes in

Asia, Africa and the New World’, funded by the Dutch Science Foundation
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List of primary sources

The list of primary sources presented here only refers to the original titles of the serial pub-
lications. Many of the titles underwent minor changes over the years. For reasons of space
these changes are not mentioned here, except where they might arouse confusion about the
exact sources we used.

Blue book for the colony of Bahamas, Nassau, New Providence: issues of 1910-11,
1925, and 1938

Blue book for the colony of Barbados: issues of 1910-11, 1925, and 1938

Blue book of the Bechuanaland Protectorate, Colonial Office: issues of 1910-11,
1925, and 1938

Blue book of British Guiana, Georgetown: issues of 1910-11, 1925, and 1938

Blue book of British Honduras, Belize: issues of 1910, 1925, and 1938

Blue book of Ceylon, Colombo: issues of 1910-11, 1925, and 1938

Blue book of Cyprus, Nicosia: issues of 1910-11, 1925, and 1938

Blue book of Fiji, Suva: issues of 1910, 1925, and 1938

Blue book for the colony of the Gambia, Government Printing Office: issues of 1910-
11, 1925, and 1938

Blue book for the Gold Coast colony, Accra: issues of 1910, 1925-26, and 1938
Blue book of Hong Kong, Victoria, Hong Kong: issues of 1910, 1925, and 1938
Blue book for the island of Jamaica, Kingston: issues of 1911-12, 1925, and 1938
Blue book of the British East Africa Protectorate, Nairobi: issue of 1908; this publica-
tion changed into the Blue book for the colony and protectorate of Kenya, Nairobi:
issues of 1926 and 1938

Blue book of Malta, Government Office: issues of 1910-11, 1923, and 1938

Blue book for the colony of Mauritius, Port Louis: issues of 1910, 1925, and 1938
Blue book for the colony and protectorate of Nigeria, Lagos: issues of 1914, 1925,
and 1938

Blue book of Northern Rhodesia, Livingstone: issues of 1925 and 1938

Blue book of Nyasaland Protectorate, Zomba: issues of 1910-11, 1925, and 1938
Blue book of Sierra Leone, Government Printing Office: issues of 1910, 1925, and
1938

Blue book of the Somaliland Protectorate, Colonial Office: issues of 1910-11, 1925,
and 1938

Blue book for the colony of the Straits Settlements, Singapore: issues of 1910, 1925,
and 1938

Blue book of the Tanganyika Territory, Dar es Salaam: issues of 1925 and 1938
Blue book of Trinidad and Tobago, Port-of-Spain: issues of 1910-11, 1925, and 1938
Blue book of the Uganda Protectorate, Government Printing Office: issues of 1910-
11, 1925, and 1938

Board of Trade, Statistical abstract for the several colonies and other possessions of
the United Kingdom, London: various issues between 1865 and 1937

Board of Trade, Statistical abstract for the United Kingdom, London: various issues
between 1871 and 1946

Census and Statistics Department, The New Zealand official yearbook, Wellington:
issues of 1925 and 1938
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Commercial Intelligence Department, Statistical abstract for British India, Calcutta:
various issues between 1911 and 1940

Commonwealth Bureau of Census and Statistics, The official yearbook of the Com-
monwealth of Australia, Melbourne: issues of 1912, 1926, and 1938

Dominion Bureau of Statistics, The statistical yearbook of Canada, Ottawa: issues of
1912, 1926, and 1939

Government Statistical Bureau, Official year book of the colony of Southern Rhode-
sia, Salisbury, Southern Rhodesia: issues of 1930 and 1938

Manual of statistics relating to the Federated Malay States, Kuala Lumpur; issues of
1910, 1926, and 1938

Statistical tables relating to British self-governing dominions, crown colonies, posses-
sions and protectorates, London: various issues between1860 and 1911

Union Office of Census and Statistics, Official yearbook of the Union and of Basuto-
land, Bechuanaland Protectorate and Swaziland, Pretoria: various issues between
1910 and 1940

Appendix Figure 1. A scatter plot of daily wages of unskilled (x-axis) versus skilled urban
workers (y-axis) in the British empire, 1911. Colonies included are the Bahamas, Barbados,
British Guyana, British Honduras, British India, Ceylon, the Gambia, the Gold Coast, Hong
Kong, Jamaica, Kenya, Mauritius, Nigeria, Nyasaland, Somaliland, and Trinidad and
Tobago. Sources: see Appendix Tables 1-2.
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