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Jf it were disruvted, the existence
of established interests would meake
its restoretion well-nigh impossible,"

In particular, in Chapter Three, on the advantages and
disadvantages of the common merket, the Commission said:

83,  When the developments of recent years
are exanined in the light of thece
considerations, it seems likely that,
although the extent to which Kenya's
extra income has been spent in the
other territories is small, it has
been large enough (if they are taken
together) to compensate them for
their purchasing from Kenya at more
than world prices - it being the
case also that they have uurchased
only 2 part (probably about a
quarter) of Kenya's import-replacing
products. "

As a result of the recommendations of the Raisman
Commission, a revenue pool was established into which
certain proportions of the tax reveanue from company
profits on manufacture and finance are now paid by all
three territoriesy half of this is used to defray
expenditure by the Cozmon Serviceeg Orgenisation and the,
other half ie distributed equally smong the territories.
The effect of this arrangement, on the basis of the
1961~62 figures, would have been to redistribute an-
amount of £675,000 from Kenya to: Tanganyika (£310,000);
to Uganda -(£245,000); and to the High Commiszion (now
the Common Services Organisation) £12,000. These figures
have to be thought of in relation to a total budget for
the three governments taken together of £97 millions angd
a combined Grogs Domestic Product of over £400 millionsg
These mzasures, which were accepted with some reluctance
by Kenya, were clearly in the neature of a marginal
adjustmentbult they sycceeded in satisfying Tanganyika
and Uganda under a colconial regime,

Subsequent to the publication of the Rsziesman Report,
Professor A. J. Brown, who had been a member of the
Raisman Commission, wrote %wo articles3 deeling in
“general with the question of gains and losses from conmon
market arrangements =nd in particuler with the case of
Bast Africa., These articles are undoubtedly a distingui-
shed innovatien in the literature scince they represent
one of the first attempts =t an empirical investigation
of the orders of magnitude involved .in the market limit
on industrial development.

In the second of these articles Professor Brown
deals explicitly with the 'sprcad! and ‘'backwash’®
effects in a common market arrangement similar to that
in Fast Africa, Having set out his model in terms of
country A (the industrially developing country) and
country B (the rest of the common market areag Professor
Brown works out the implications of his model using
the actual (or pleausible approximations to actual)
figures for Eest Africa, with A representing Kenya and
B representing Ugands and Tanganyika combined. The
conctlusion ie that "with these vezlues the country in
which manufacturing arises to displace imports into
the free trade area experiences o rise in inccme equrl
to twice the new manuractured output, the rest of the
area expériences a rise in income of about & tenth of
the new manufacturing outout".
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The ratio of the inareace in BR's income to the
increagse in 4572 new output wu.shall cell the net
sgill-over rotio which, in this case, is 1/10.

ne ney bhe positive or nﬂ*atlve accordin;

tude of A'c marsinal srossnsity to 1m701i
from B, W;i Profescor Brown takes as .05 ase T.Dresent—
ing Kenya's nar:inal proyencity to imvort from. Tanzanyika
tn& Uganda comhined. y

Toie ie well above the oritical level (0.024) at

suill— Ver is wzero. ALJm vzh there is =one

# alculaticn of the wropelaitieh in

agonably clear thet while Kenya's
to inpert frowm Ugsznda is slightly
e 1 y ~that in resnzct of dimports from
sanyilka is zlizhtly below the crﬂtlcul level of 0,024,
brezking down Profc sscr Brown's combined progen51ty
r Uzanda snd Tenzanyila, ws. shall thercfore toke the
net spill-over ratio epplyinzg to Ugenda as 0.1 cnd we

shall »ut this rstio at zero fer mang 2nyika.
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It is now neceggary to clerify cxectly what these
figures renragent. The Brown formula consists of two
alenents. Pirgtly there is the income generated in
Tanzanyilka as a result of Kenya's expenditure on
an"'nvlkﬂ's nroducte resulting from the extre incone
wnlch Kenye obtain frcm industrialisstion. Secondly
there is the lose which Tenganyika suffers as & result
cf ‘the higher pricus which she has 1o way for Xenya's
goeds as ccupared with inporte from the rest of the
world.

D<,

It is am Yetween these two elements that we conclude
thet Tanganyika approximetely breaks even on the net

spill-over effzct and the Uganda seins additional incone
equal to one-tenth of the value of new industry in Kenya.

As Professor Brovm saye at the comclusion of this
cection of hies zrticle, "these cxamples mey suffice to
show the extent and the povier the wverious factors
affecting the spread of JIOGnerJ y which is due in the
firzt .instence to the growth of industry behind protective
barriers, eonzideration being confined =o far tc the
short=sern spread which occurs through the mechanism

‘of the mult 1371er."‘ Professor Brown then turns to consider
what will hggnen in'hs lonzer run and says that "we are
thrown back on general ‘theoreticaliy presunptions-given
qubf:tance by a knowle8ze of sone cruc’al ordere of
ragnitude", On the Hagis of such thecoretical presumptions
he concludeg thet "potential advantdges of economic

gcale much outwelch tle riskes of hack-we sh", This is

given ag the answer to-the gusstion “whether the weaker

or the later developers -among underdeveloned countries

in g free trade union will in fact get lese development

of thelr productivity than they would heve got in isolation
without menbershlp of 2 wnion"., This latter formulation

of the guestiorn iec crucial and it is with the intention

of throwing some light on it in generzl and of giving

some 1ndlcatlon of the orders of magnitude in the case

of Hast Africa that this article is writtens
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TABLE 1

od Tangenyika FPreduct

Under Protaction.

(1) (11) (111) (1v) (X) AT
o PRV L TSR Y D 0RTS RATIC OF VALUE ADDITIOWAL
fpasnle RENLA HDUSIRY t0 LIDED TO GROSS TANGANYIKA
T TANGANYIKA PRODUCTION PRODUCT
£,000 % , 000
203 Canned fruit and
Vegetables 239 34 81
205 Milling 216 20 4
20 ‘Balking 99 29 23
210 Beer 546 65 349
231/2 Textiles & Clothing 657 44 300
271/2 Paper 250 33 90
280 Printing 72 56 40
311 )
+nort of)Basic Chemicals 160 59 96
319
rest of )Soan 441 27 120
319
313 Paints 77 ) 21
331 to Clay, concrete
334 cement ete. 681 51 345
350 Metal Products 560 35 196
TOTAL £4,008 2 3% £1,70:
TABLE 2,
Increased Uzande Product
Under Protection
(1) (ii) (1i1) (iv) (X) .
. = EXPORTS RATIO OF VAIUE ADDITICOWAL
0. T.C. B i - -
Lo 2.0 KENYA INIUSTHY t0 ADDED TO GROSS UGANDL
- UGANDA PROTUCTION PRODUCT
£,000 % £,000
202 Dairy Products 607 2 132
205 Grain Milling 517 20 106
206 Bakery 57 29 15
g%% & extiles and clothing 396 a4 174
241 Footwear 313 (30) 94
Bicycle tyresz 110 (30) 33
271-2 Paper and paper products. 250 35 aC
280 Printing 72 56 38
Paints 148 27 40
319 Soap 474 26 123
350 Metal Products 3 480 35 168
Total £3,424 29% £1,014
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The attemnt to identify saron=mnarket - batad
indusiries in Tengenyiks end i ig more difficulw:,
there heing no Census of Manu vt for Ugande and the
latez Census for Tengaonyile 58, Up to 1958 it .
isg lerlv certain T““i mh=rv tually no industry in
Ton i this sezition.. n 1958 @nd 1951 (the-
y: all our other fisures spuly) ths Bate Shoe
C iched @ ?€cﬁ0T7 in Dar-es-Salzea.z =pcecialiging
o ture. of stic Ghoes' thig 2lant ie probably
a hoe Beet thleﬂ arlke t for UTOfthbijluY but
i Be the ounly onc. An inferned gness puts the
v 1961 ot not more than £100,000.

, nde thers iz the cuvteternding ceacce of Myohze
Textiies. - Thie industry (cne i Ltgbrnt 4 wlant) wag

corteinly conly vizble, vhen it was esteblished in 1956,
onn the c°is of the whele Last African marked end 1t is
doubtful whether in 1961 it conld b2 run et & jrefit if it
had not the Kenye market in which vo gell. Alshough it
might continue to onerzte at a loss (teing owned by the
U‘Jﬂq” Developmant uO““Or‘+lO ), We must-appiy the critoricn
ag i¥f, in the absence of the common market, My5il weould not
exist, involving Ugenda lD the loges of ite contribution to I
naticnal ~roduct. Althcuzh the gross outrut isg of the order

of £2.3 willione the velue =2dded by the 1ududt“y iz only

about 35 per cent of Fhis, nemely, £0.9 milliede -
eppeer to he any other industry wikich
et to cover the

does not
the Bast African common
able scele of =2 single

-
s

We turn now to

exports irom

O

nary:

nlant.

tho

2lues of C for

(Y3

loge of ipdusgtrial

‘There
depends on
minimom profit-

s £100,000 and £900,000.

Tancanyika (or Uzenda) which would be occasionad

by hcmjﬂ'ﬂ rztaliztion., The 2ffect of th.ie iz trken tc be
thz couplete exclueicn of menufactured rroducts from
Tan,‘nv1ka (or Ugande) and we thus start with the respective
valuss of exnorte to Kenya amounting to £214,000 (from

Tangenyila

Heve to deduct footwu&r in Tanganyika's cace snd cotton
textilez din Ugande's cace hecausge the Glcap?ucTanub of these
industries hoc alrsgecy been allowed for in C. niz leaves
£167,000 and £246,000 for Tengenyilka and Uganda respectively.
Anplying an an- rox1motc vulue—uddyl ratio of 25 ner cent., we
arrive at a value for D of £42,000 for Tanzanyika and £62,000
for Uzanda.

The values ¢of the several variables and for the gein fro-
senarate marketes are tabulated in Teble 3. On the basis of the
criteria uged and in resnect of the 1961 figures, tleru would
be & cleser gain to Tunsznyika 2nd an insig nlf cant loss to
Ugande fron leaving the common market.

a) end £1,084,000

(from Usze
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Since then, howevern the #cishen formuler heg had the
effect of redistributing revenue in fevour of langanyika
to. the extent of £310,000 znl to Ugande of £245,000

on the bagie of the 1961/62 revenue figuresg, which
corresnond ‘regsonebly well irith our 1961 deta. This
factor reduces the sein 4o be derived by Tengenvika

from pretection :3ain~ nya to about one Dpd & quarter
million »pundrs and incraases Uganda's losg to ebhout
one third of a nillion nounds, without tekins i %
account any "multinlisr" effecte.

O

In the above calculzticns we have assuamed thet
eithar Tansony Lp or Ugendo is jrotacted z-cinet Kenya
and ig retalisted agivnft by Kenya, while the rest of
the intra-Esst African trade remsins unchsnzed. IT
both Uganda 2nd l“ﬂG"HVIKe were to »nrotect themselves

gainst Kvnyo end were Yoth discriminated a~cinst, the

A “veluc in the %erm X (B + A). would be the Sum of

£1, 705,000 zad £1,014,000, namely £2,719,000 in both
cases,  The gzin to Tar.anyika would be unnh:nved
because x = zero, but Ugenda's loss weuld be increased
by ”C6 700.

It renzing to cousider the effvet on Ugands ang
Tengnnyike vhen all thres countriss ﬂrofect their own
manufecturing industries againet cach other by the
cc:pletezlininatidnugf_ﬁhvhconmon nerket, Apart
froem cotton tsxtiles the value of the net balance of
manufactured products exchanged between Tanganyika and
Uganda is ingignificant, =o thot sensration of these
markets would only ufrnct textiles., However, the
Tangenyika merket could not supnort an integrated
textlle plant, so that the seperation of the Tanganyika
and Uganda merkets would not alter the nozition represent-
ed in Teble 3.

TN TN YT Y R T B N e - R T Tt
XXX KX X R N A X R R X X R S S A SN T N RN N v TN X

A L L, =LA

hagic of tho mbove analysis of the 1961 dota
izanyilka would Reve been bitter of

out of the common merket; but before this conclusion

is drewn wve' “u°t ra—-cxonine tha cusstion we are trying

to answer. There are three “clblp TAYS in which the

queetion ebout the gains and 10“° £ ot the comnon

nerket mizht be framed. They are zs followss-—

(i) Would Trnganyika (or Uzenda) hove
gained by nct helonzing to the saed
Africen common merket in the past?

(ii)  Would Tanbonyika (or Uganda) obtsin

- a fnorit-term gain by leeaving the
conmon market?

(iii) Would Tenzanyika (or Ugesnda) ohtzin
] lonﬁ—terl gein hy lesving the conr.on
~market?:

The first question ig hypothctic sincz it asks
what would have happe Jed had the relationship between
the East Afrieen otgt g been different during some
aret neriod. If we were to .ugec our estimates to
~answer thig question-we-zhould need to make an
important cuelificetion. Thig will be exemined later,
but the ancwer conld provide no guide to pnolicy
decisions about the future. '
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To the extent thst these two factors owcrates, the
historical and prognective gains from the common narket
will not be revealed oy the criterion which is used
here but which ig likely to be used by noliticlans,

Moreaver this asscsement mekes no allowance for
the undoubtedly large loss which would be suffered
by all members if the common gcrvices and common
monetary eystem were abandoned as would be nost likely
in the event of the common merket being broken up.

M o
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It seeme important, therafere, to explors. the use
of some arrangement which will avoid the possibility
of action prompted by prospects of chort-term gain from
operating against the loag~term intsreets of the members
of comr:on markets.

What ig required is that therz should be prior.
agreenent by the governmente to agree on measures to
influence industriel location within certain limits.
Thege limite and the conditions for 2 feasible solution
are given by the following requirements:

LK R GT + Gy
where Ly 1s Kenya's loes from leeving the common merkety
Gm _.a o

1L

£

" YU are Tengenyika's end Ugande's gain; and R
ig the rcdistribution reguired to maintain the common

narketb. ' L.

It is subnitted thet this proposition is capable
of generalisation to cover any common market in which
there is a clear aggregate gain combined with instab-
ility due %o dissetisfection with the distribution-of
the zain.

Moreover, where the magnitude of the concessions
needed for stability ere not.great (as the. atove
analysis suggests is so in Bast Africa) they could
be achieved without significent cost due to distortion
of the location of industries., Such errangesments,
however, reguire the power to direct indusftrial. location
to some extent and the ability of the govsrnments to
agrece on the use of such power, Such agreemsnt is a
minirws condition for the stebility of a common nmarket;
it is also the firstv step towsrds supra-territerial
planning.

FOOTNOTLS

1.B.R.B. Reports: Uganda Oct. 1961 and Kenya Dec.
136&; and East Africa, Rewcrt of the Economic and
Fiscal Commission, 1961, Comd: 1270

In all cases Ezst Africen Shillings have been converted

at the current exchange rete of 20 shillings (E,A.) = &1
{stz¢) - ’

e Brown, 4, J. “"Zconomic Sepzratism Versus a Common Market
in Dsveloping Countries" Yorkshire Bulletin of Eeconomic

and Social Research., Ilay and November, 1961,

4. Kenya, Census of Manufacturingz, 1961, Government Printer
Rairoba.

5 A dgtailed study of factors affecting industrial location
in bast Africa 1s at present being undertaken by Mr. F.X.
Nixson an Associate of the E.A.I.S,.R. '

6, I am indebted to Professor A, J. 3rown for comments on nmy

r a aft but this does n im; hig azrecems " ey
conclusions. ot imoly his agrsemsnt with w;
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