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. SOME ASPBCTS OF INTER~-TERRITORIAL TRADE Iil EBAST AFRICA
' "IN RECENT <YBARS

. by
- Philip Ndegwa

It is: necessary T thinkz, to start this paper with a short
dlscu351on of the importance of trade in c¢conomic development.
All economists agree that trade is of wvital importance in the
process  of cconomic development, In the words of Marshal "the
cause which determine the economic progress of nations belong to
the study of intermational trade’.,l 1In the -<classical econoric
doctrine foreign trade was important or it provided a "vent" for the
surplus output and also tapped new sources of raw materials, This
‘conclusion was largely based on the experience of England during
her industrial revolution. Durlrg this revolution ( and it was
.a revolution' in a number of ways, and *the pattern of econonlc
developnent. in the 19th century trade was , in the "words of one of
the greatest oscononmist of this century (Qobertson), the “englne of
growth',

For modern economic development , h-wever, it seems more relevant
-to think of foreign trade as performing a number of crucial functions
for the developis century: () it brings inf foreign exchange which
can be used for imporiing capital or consumption goods; (p) it brings
~din income which , if therc is & surplus in +the balance of payments
position of the ' countyry, can be spent for nore consumption orx
capital formations (c) it brings in government wevenue which can then
be used to finance the various activities of the public sectors; and
(d) it provides scope for ond encourages development in skills e.g.
meat cannlng, cotton ginmning etc, In short foreign trade
helps in the expansion of the monetary sector,:
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However, it should he ed that the above listed functions
performed by foreign trade refer 2 a rapidly developing country. It
is important to recall the fact that during 19th century foreign
trade destroyed traditional industries in the countries which acted

as the "vent for the surplus" (e.g. in India) but, also , opened
new possibilities of development and expansion in these same countries
if they acted.as "source of raw materials" i,e, foreign trade provided
the possibilities of ex nnsgion thvough increased production of prinary
products foxr export. It is casy to see how the doctrlne of comparatlve
advantage gained such wide acceptance, '
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Today,howzsver, the prevailing conditions are such that the
possibility of growth and expansion through trade in primary products
seents, except perhaps for the oil countries , cuite bleak, The
reason for this is that since the end of 19th century demand for
primary: products has not kept pace with the growth of 1ndustr1allsed
countries - and foreign trade is not therefore the powerful tengine
of growth' which it was for the countries which were pioneers in the
process of modern growth ., As Ragnar Nurkes points out,

¥, ..the forces making for the diffusion of economic growth

from advanced to less developed countries are not as powerful

as they were hundred years ago. - The 19th century pattern of
_“development in the outlying areas was geared to the export markets
- for primary staples,'mh*s nechanism of growth transpission is

now in comparatively low gear", (my. eriphasis) .
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A hundred years ago such countries as the ‘new World!, Canada,
New Zealand and Austrelia did benefit quite a lot prom the rapid
growth of the !nmohter countries?.

It is quite possible to be more pessinmistic than Nurkse and

I think of the so-called theoxy of immiserizing growth , ~ for

it seems manifestly cbvious that The patte:n of trade and development
of 19th .century offers L1+t ¢ hope today to the present underwdeVeloped
countries ~ for -~ in i9th ﬁentury the vigorous demand for raw
materials in the industr alising countries led to, among otber things,
massive investment in’ the then under-developed countries to produce
the required raw naterials,.. Today, howsever, with the ever increasing
refinement in technology prlma_y products are becomln& prO”r9551vely
less and' less ossentl“_ as raw nmaterials, It dis unfortunately
Jin these products that. the modern underwdeveloped countrles Lave a
comparative advantage ~ cud on ‘then lies; if the idea is- to, develop
through trade with the developsd countrles, tpelr main’ hope for
producing conpetitive goods, This is also because it has now been
widely: accepted.- tnat production of manufactured goods in under-—
-developed countries for export to devel oped industrial countries
should be ruled out, for Fairly obvious reasons, as a workable
strategy of eCﬂnomlc deve*ophenu of these countrles,

It would trerefo"e appear that the domestic or home nmarket is
the only promising way:of bringing . about rapld deéevelopment in
under—~developed countries, For'this reason wider markets through
-customs unions and other methods of economic co~operation are now
more - than ever important to under-developed countries, In saying this
I am .not; of course, recommending that under~developed countries
~should . stop producing primary products for eéexport to the cevelﬁped
. countries, . -YWhat I am attempt ‘ng to point out is that we = -
cannot and should not expect under--developed countrles_to_ra;éé
their national incomes per capita as rapidly as they would wish
if the strategy of development to be empioyed is adherence to the
doctrine of comparative adventage — a strategy which we
~would nean that these counvries ghould aim at producing more and
nore prinary pDOdLCtS for export to the developea countrlcs. To
quote Nurkoe ‘againg

- tno(SinCQ) the'world denond for ‘a wide range of primary
products is, for well-known reasons, relatively slow in
expanding ,s.... any exclusibe -emphasis on~ the traditional
- pattern of growth through trade would be out of place, and
could be intorpreted as o hangover frbm;bygone~days";3

What has been said- above would explain , -if the in very
dequate and general terms, oy lnte“est in intra-Fast Afrlcnp_

trade ise. trade. anong thc three Bast African countries -
hereafter referred cs inter~territo flal ‘trades There are four
nain ‘categorise of trade in Fast Africa which should interest
‘an econonists . C R -Af”-.- ‘

(1) TForeign of external trade i.e. trade between Fast.

- African countries and the rest of the world,

(ii)"'IntCTnterrltorlal t“acey amongSE the Bast African
N countries, involving foreign inported goods.
About 22% of all foreign direct inports _are . subsequently
transferrel from one East African country to anotner.
Uganda for instance ge*s somo‘hzng llde #O% of her
foreign imports in this way) . o
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iii) Inter—~territorial trade 1nvolv1ng locally produced
and: manufactured “oods. .

iv) Intra-térritorial trade i,e, trade amongst the
various areas and regions of each East African

country.

One could perhaps usefully split category (i) above i.e.
_external trade, into two categories: trade between East Africa
and the neighbourding and other African countries; and trade between
Fast Africa and all the other countries, Trade between East
Africa and the rest of Africa has been with the .exception of South
Africa, exceedingly small.L There are a nunber of reasons for
this but I do not intend to go into them here, (Actually this
paper is a part of a much more extensive and detailed woxrk I am doing
on trade and development in Zast Africa)

It is category (111) that we are gclng to concern ourselves
with in this paper. Obv1ously, from the point of view of each
East African country, inter~territorial trade is in a number of
ways a part of hexr extermal trade ~ for each of these threce
countries is a politically distinct and independant entity.

But in 2 certain sense this trade is much like intra-terrvritorial
trade ~ for the three countries form a custorns union which has
been reinforced by the existence of a common nonetary systen,
several jointly~owned and financed enterprises, and the East
African Cormion Services Organisation which through the Chief
Ministers of theé three countries performs a nunber of fumotions
on an Fast African basis, It seems desirable, however, to have
a.separate category for this trade when discussing trade develop-
ment in Fast Africa,

In this paper I am just going to deal with yvisible inter—
territorial trade only., In the theory of trade we have two main
categories: trade in visible items and trade in invisible itens.
But in Fast Afvrica the only published figures for inter~territorial
trade are those for the wvisible items., This introduces a great
difficulty when trying to have an oOverall picture of inter-’
territorial economic transportation, insurance, stockholding,
advertising,ietcfare inportant. I find it @ifficult at present
to give quantitative estimates of trade in these items but ny
feeling is that Xenya derives quite a bit of income ~ perhaps
upwards of £2 mllllon from this category of her economic transa
ctions with the rest of Fast Africa,

The ain of this paper is to try a to assess the growth of
inter—territorial trade, its direction and structure. There
seenms. to be little use in giving detailed analysis of this
trade in early years = for this trade has beconme important
only recently1  Bven as recently , as 1952, a very prceperous
year in the whole of East Africa, the total volume of exports
of East afrlcan countries to one another was only £ll. 056
million or about 40% of 1962 volume (26,764 nillion),

Actually this percentage would be a good deal smaller -~ perhaps
as little as 32% ~ if the 1952 figures did not include excise
taxes on exclsable exports and customs duties om dutiable
foreign 1mports used in the production of locally manufactured
goods., The smallness of this trade is also illustrated by the
fact that 1 in 1952 Kenya exports to the rest of East Africa
‘were only £4,380 nillion inclusive of execise taxes and customs
Cduties( sce 1ast sentence) whereas in 1962 they were £17.320
‘million exclusive of these excise taxes and duties., Another
reason why it would not be particularly fruitful to give
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dethlled Treatoent. to the early years of ‘this trade is  that
for policy formulatwon and pProjection purPOSes the last few years
are more relevant ~ for not only has this trade becone guite
substantial but, perhaps nore important , a poliey to quide and
encourage tae growth of this tr&Ls.Wluh the view to maintain and
improve the wérﬁlng of the Bast African Customs Union is now
imperative, An additionazal reason why the emphasis should be
laid on the rscent vears Zsg that information on this trade has been
ipproving with time ond the figures of the last few years show a
fairiv good coverage and &re alsc more accurate. It should, however
‘be nentioned that there 1s still a fair amount of trading between
tbese-oou“tries —~ esha 1; Lly twade in foodstuffs between the
neighbouring regions of these countries -~ whnich is not recorded,

There is no way - I sce oF CLQAV1fy11“ this trade and I have thexre-
fore ignowec 19 An t31s paﬂer. - - oL -

Tablo T brings out i hefrapidcincpéase-in this trade., In-
this table T have calculated the total volume (exports plus 1mports)
U tnter—territoriai trade b] courtry. The percentage increase in
this trade year by vear is shown. I have also expressed this trade,
yvear by yeaw. as perodaiage of to QL volune of - external trade for
each countryn”< S : :

There e oeveral things which stand out-in these figures.
Pirstly, ths average annual 1ncrease:of this ‘trade between 1955
and 19562 ig, £or the three countries, fairly high by.most standards,
For ¥enya it has been’ La:?f, for Tanganyika 10,5%; and for Uganda
7.8% = and ihus for Daqt Africa as a whole 10,6%., -This is nore
than th¥ee timeés tHe dverage increase, in the same whole ~.the
latter flbuﬁe balng only ' 3.,1%, Pevhaps more dimportant ~is the fact
“that whersn: the perceaniage increase in the volume of East idfrican
external tecde aas been fiuvctuating quite widely and in 1956, 1958
and l961’ac,mallv deciin=d {sm» 2958 it declined by as r-uch as 5. % ),
the “voltn«_of,_ntermt érritorial trade has not shown such wide
flvccuan;un( end in no year~~id-'t actually fall in: the’ last:seven

Secondly, the' vol lure of Inter=territorial trade for each

cou_:ry, ernressed as a-percentage of her volume of external trxade,
ircreasing in @very: case; - ‘For Kenya this percentage’ was

12,1%’in 1¢%5 but by 1962 it had gone up to 21, 4%. (Again the 1955
figure woull e smaller bui for the excise taxes and customs duties
airsady rer*Zoned) . For the Tanganyika tae 1ncrease has been
less impressive — from dbhout 9% in 1955 to 15. 1% in 1962, *Uzanda has
been somewhere in between but nearer Kenya than Tanganyilka: -~ and
the increass has beep I go=! 1535p xn 1955 to 21. 9% in 1962.

'The above f*guﬂes cc@ll be qulte mlsleadlng nnd convey in—
acciirate inTormation - Lo among other things they depend on the
level of the - external trade’ of/eacb couﬁtry. . Foxr itstance the
increase& snare of” Intevvtezr;torlal trade in-Ugandals-total volume
of trade haos hesn duc to *vo foactors Tirstly, her  volume: of.
external‘t&u:e aas been f foli#iy contihmcusly since 1957 mldue‘
primavily to ths continwouns fall of her éxternal:export ecarning
since that ysar; 55 and sedondly: beﬁaase her ‘exports to the resgt
of uast lfrloa'vhlon fell by more than £3 million in:. 1956 - (due
mainly to "th shifting - o:'the .5t Africa Tobdcco Company factory
fronm Uganda“ toi?enym) have Ydew making a fairly good comeback and
in 1962 they were almost 2t 1955 level. For Kenya, however, the
TlSan shaxre of 1nteraue”r1to cial trade in her total volume-of
trade has beun a part of general increase :and eypanslon in the
trade of that country. In fact Kenya'ls external .exports ‘were -
only 57.8% of Ugandats- external exports (in value) in. 1957, but
by 1962 Kenvals  domestic ‘expovts to countries outside East Africa
had overtaker those of Uganda and were about 1% higher,
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Perhaps a more illuminating way c; showlng the increasing
importance of inter-territorizl trade is to express each
country's exports to the rest of East Africa as a proportion
of her domestic exports i.c. as 2 percentage of each country's
exports to the rest of the world.

Table IT

£

Inter-territorial Exports as e 7 of Tomestic Exports

“Kenya Tancanyiks Ugahda
1958 36.7 6.2 10.6
1960, 3.1 4.9 16,1
. 18862 45.5 4,7 18.7

Note: +thesec figures do not include excise taxes or
customs duties on dutiable 'raw meterials'.

These figures give an indicotion of the dependonce of

‘each countr '%n,the Fast Africen Market“.Kenya'!s dependence
‘on this market has becen incrcasinz fast. Uganéa's dependence

too has been incressing primarily because, as has already
been mentioned, her external export earnings have bcen
declining. The Tangenyika cesc is interesting: for her
-dependence, measured in this way, has becn declining and
'will continue to declinc further if in the next tws or three
- years 1if the sisal prices hold. This fall in dependence is
‘partly due to the fact thet her exports to the rest of East
Africa hazve hardly been increasing (fluctuating at around
£2,35 million) and partly beceusc her external exports

have heen increcging steadily - cxcept when they declined in
1961 by over £6 million -~ throuzghout the whole period. For
instance in 1960 they increascd by almost £10 million to an
all-time record of £54.823 million while her exports to the
rest of East Africa showed & dccline of £200,000. But
pctentially Tanganyika stands t0 depznd guite a lot on the
East African market — for shc has bLeen starting industries
which will, to bec successful, dcpend on the East African
market as a whole, :

4

It is not enough to calculaic the ftotal volume of
inter-territorial ftrade. Something needs to be said about
the actual size of exports and impcrts (i.c. inter—territorial
ones) of cach country. Table III brings out the growth
of inter-~territorial exzports and imports by each country.

Several things emerge from this table. 1In the first
place the incrcase of Kenya's cxports to the other two countries
is most impressive ~ increasing from £6.035 million in 1655
to &17.237 million in 1962 — an increase of, if we leavce out
excise taxes end duties from 1955 figures, more than threc times,
(For the earlier years exports worc very small in value — in
1945 for ‘instance they were worth only £1.1 million). .
Percentagewise the average incrcase of Kenya's exports to
Uganda and Tanganyika has becen by value 12.2% a year. On
the other hand Kenya imports from the rest of East Africa
have not shown such a remsrkahle incresse and the net result
is that the visible trede balance of Kenya with the rest of
East Africa has been improving conbtintcusiy and is now
almost £10 million. This is =2n exccedingly important
development for Kenya for the surplus in the inter-territorial
trade goes z good way i» offsctiing the deficit in her external
trade account which in 1962 and for the visible trade only
stood at £25.956 million.

/In
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In this sense it can be sz2id that Uganda =2nd Tanganyika have
been earning foreign exchange for Kenya. Looking at the available
1963 trade date this trend scems to be going ufwards - for in
the first half of this year (1963) Kenya exported tc the rest of
East Africa £10.267.000 whercas for the same period in 1962 these
exports were only worth £7,986,000, Imports from Tanganyika
and Ugenda have alsc increas  during the first half of 1963
compared with the first half of 1962 - the increase being from
£3,198,000 in 1962 o £4,172,000 in 1963. Percentage~wise
the increase in exports has becn smaller than the. incrcase in
imports - 28.6% congarcd to 30.5% - but in absolute terms the
increase in exports has been much greater. 1t scems quite
likely that Kenyz s exports to the rest of East Africa will
be about £21 millicn, cor just under. This will be zbout 50%
of her domestic exports to counirics outside East Africa.

This increase in tne exports of Kecnya to the rest of
- East Africe is the more remarkahle for her exports to the rest
of African countries have heen stnrnatlng since 1959 - and the
following figures reveal this and also show that her total
external domestic exports (to all countries outside bast ifrica)
have not shown saoh a remarkable performences

Table IV
v‘Kcny% ExXpo orts to East ifrica (A): o the rest of

o Afrlcq (B)s and to ell countries out51de
R EesL Lfrica (C) -

. A B . . .
1958 10;745 23420 29;300_
1959 ' 12,297 2;924 33,306
1960 - 13;771  3;309 35,191
1961 15,948 3;287 35,326
1962 17,237  3.555 37,913

Source: Annual Trade Reports

- It is interesting to notice thet even for the bad year of 1961
. exports to the rest of East i4fricz increase by more than
- £2 million whereas Kenya exborts to other African countries
* (B) actually declined and tojal domestic exports seem to have
© just held their own.

The Uganda case an iatercsting one — for in 1955 her
exports to the rest: of East Africa were worth £7.879 million
but-in the following year her exvorts fell by more than
&£3 million - to the low level of £4.456 million. This fall
was almost wholly due +to the xeTocqtlon,of the Best Africa -
Tobacco Company cigarette factory already mentioned above.
This turned Uganda's trade balance with the rest of East
Africa intc a deficit althoush in the earlier years it was
strongly positive (Sec Table III). In 1S55 this balance

was £3.913 in favour of Ugande but in 1956 it was z deficit
- of £.683 million. The prescnt picture is that Uganda's
~inter~territorizl exports have almost reached the level of
1955 -~ and they are likely to increzsec quite substantially
in the years to conme aWuhouJa it sccms unlikely that they
will catch up with KenJa 5 exports = at any rate not in
the next ten yeqrs 0r SC.. o : v

/In
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In the case of Tznganyike the picture has been vastly
different. Her exports tc the other two countries have never:
approached £3 million and,:in fact, her inter-territoriel
exports were only 12% of those of Xenya in 1962. The only
thing which these three countries have in common is that in
all cases imports from the rest of East Africa have been-
increasing. Even when foreign imports are falling {(duc
primarly to a frll in export ezrnings) inter~territorial
imports, in all ceses, conbtinue to increase. 3But even here
“there is not really much in common - for whereas inter—
territorial imports between 1955 2and 1962 have mors than
doubled in the case of Tanganyika, those of Uganda have
increased by over onec and two-thirds while those of Kenya have
incressed by only £1.3 million. If we exclude excise taxes
2nd duties inclucded in 1955 figurcs, these increases would
be about three times in the casc of Tanfanyika, about double
in the case of Uganda and about 407 in the casc of Kenya.

5

A very importent aspect of Bast 4African inter-territorial
trade is ifs direction. The following figures show something
about this. , ~ » '

(a) Kenya's Exports to Ugzanda as 2 % of her total exports
to E.A.
1958 ... 47.5
1959 .... 47.0
1960 ,.e. 4.7
1961 ,... 44,2
1962 ..., 41.9

(b)  Tanganyika's exports tc Kenya -~ % of her totzl exports
to E.A.. : .
1958 1510'58»5
1959 .... T1.8
1660 ... 80.6
1961 .... 82.5
1962 .... 81.7

(e) Uganda's exports to Kenys —= % of her total exports
to Eoh.
1958 .... 69.6
1956 .... 69.6
1860 .... 76.5
1961 »a w0 7591
1962 .... 76.3

Several interesting observations emcrze from these figures.

It is easily ncticed for instancce thet there is comparetively
1ittle trade between Uganda and Tanganyika. In the last three
yeers Tanganyike has bcen exporting less than 207 of her
inter-territorial exports to Uzanda. Uganda's exports to
Tanganyika, percentagewise, have been greater than this - just
under 24%. From import figures, wc of course, get the same
‘imprcssion. The general picture which ecmerges is that Kenya
is the dominating treding partmer - exporting quite a lobt to
~each of the othe¥ two colntrics and providing & market for
those countries exports. Thus the trade between Uganda ahnd
Tanganyika forms only a small proportion of their tetal share
in the volume of inter-territorial tradec.

/e
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We 2lso notice that Tanganyika hes been becoming more - -

and more importent as an out let for Kenya's exports - and it
scems as if’ the bulk of the recent increase in Kenya's exports
to the rest of Esst Africe has been mainly absorbed by
Tanganyika. On the other hand increasingly more and‘more sf
Tanganyika's exports to the rcst of Eest 4frica are being
absorbed by Kenya - upwards of 80% in the last three years.
It is also worta noticing that zlthough Uganda has been becoming
progressively less and 1088 /os an outlet for Kenya's products 71mpor—
tant (pércentagewise), Kenye has bLech ebsortlng more snd more,
proportionately and absclutely, of Uganda's exports to the rest
of Bast A4ifrica.

There are, of course, several possible explanations for
this pattern of inter—-territorial trade but I think the following
are the most important. Firstly, transport and oommunlcatlons
between Uganda snd Tanganyike are more difficult than betwe
either of thesc two countrics and Xenya. There is no Iallway
link betwcen Uganda and Tangenyika whereas there sre some
effective r“ll%"“ links besween these two countries and Kenya.
Perhaps even morc important is thc fect that there are no
all-wiather roads connecting Uganda and Tangenyika. Thesec
two countries do, however, shere Lekc Vietoria and this will
perhaps be a more important route for gocds to and from thess
two countries - although the lending and loeding charges and
the small number of vessels which the East African Reilway
and Harbours Administration has will still be.a problem,

It would be intcresting tc spcculztc as to whqt would bc¢ the
effcet of a railway link betweun Ugenda ‘and Tpnfanylka (from
Kasese cor Mbarara to Mwanza tnrvurh Kab 1le ”nd ‘Bukoba)

thy trade between these two countrics

Ancther reason - and this is whet I consider to be the most
important - for this dircction of trade is that Kenya
is a relatively more develeped =nd industrialised country with
2 number of industries d6515nba to scrve the whole of Zast
Africa s.g. cigerettes, wheatflour, foctwear, dairy products,
ete., Also sume of Kenya industrics have been getting raw
materials from the other two countries e.gz. unmenufactured
tobacco. ‘When discussin~ the reasons which can explain this
pattern of inter-territorial trade it should alsoc be kept in
mind that there are varicus marketing organisations in Kenya
which have been working hard to merket their products to
Uganda znd Tanganyiks and the neis hVourlnj African countries-
and the rest of the world of course.

6

In this scetion we 2rxe goin - to look at the actual
structure of this frade. I have srouped the. various intecr-
territorial cxpcris of each counitry into Standard Intcrnqtlonal
Trade Classification (SITC) scctions. :

‘Let us lcok at Kenya's first. (Sée. Table V). We
sec from Tatle VI and Section © (Fcod) ‘has been fallln’ down
in its rclative importahce althoush in absolute terms it has
becn of great and increasing 1mporm ance - as the following
fizures reveal. o . :

/KENYA
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" KENYA SITC SECTICON C —~ Food

Value of Exports in £,000 %_of:total Exports
o ' to BEaost Lfrica.

1958 3,828 . 35.6

1959 43113 33.4
1960 4,339 | 31,5
1961 5,045 31.7
1562 | 5,028 29,1

If we include SITC section I (beversges and tobacco)
we come out with the following fisures.

£, 000 fof Total
1958 85289 77.1
1959 - 63651 53.4
1560 65957 | 50.6
1961 7,883 16,4
1962 7,651 4.4

From these figures it is guite apparent that 'food,-
beverages and tobacco! have becn fixlling down in their
relative importance among Kenya's exports to the rest of East
Africa. This is what one would rezlly expect - for as this
country has been developing so hos she turned her attention
more and more towards production of relatively morc sophisticated
goods. The manufacturins industry has therefore becn of
increassing and promi%ng importance = both relatively and
absolutely. If wc put together SITC ssctions 6,7 and 8
we get a rough estimate of thc importance of manufactured goods
in Kenya's exports. o '

-SITC sections G+7+8

£,000 7 of total exports to Bast Africa
1958 3,656 34
1959 445410 35.9
1960 5,228 38.0
1961 . 5,949 _ 37.3
1962 6,979 20.5

For a re-lly eomplete picture of the industrial activity
one would have tc include SITC scetion 5. into the above
figures. Scetion 5 represents chemnicals - and in Kenya the
most lmportent itcms in this scetion are prepared paints,
enamels, varnishes, soap and. clcansing preparations and
" insecticides. When this section is included in the above
fisures we ccome out with the following picture

SITC Sections 5464748

£,00C % cf total exports to Fast Africa:
1958 4,189 39.0
1859 5,284 , - 43.0
1960 6,298 .. 45.8
1961 7,539 7.3
. ' 52.5

1962 9,041

/These
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These figures show that the industrinl goods in Kenya's exports
to the rest of East'AE ice arc now more impodrtant than Food,
Beverages and Tobaccovy The increased importance of these

goods also means that Kenys's exports ta thé other two
countr;gs CunTlHaO t0 be Hmore “nd more GlVGrSlflcd It also
more goods from anya which they normally used to 1mport from
abroad. This has crcated a severe prcblem,(a prpblem discussed
bJ the Raisman Commission end =2 aumber of private authors):

in the working of the customs union - a problem which lies

on the fact that by, importing from Kenys instesd of foreign
countries Tanﬂany1k° end Ugenda h-ve bech losing customs
revenue. It is for this reison that the Roisman Commission
propoésal of a distributable pool, howasver unsatisfactory it
might seem, is an esscntial mensure if the customs union is

to be malntalned ~ leave alonc improved. But this device

must be seen as 4 temporary measurc — and not as a possible
permanent instrument to preserve the union — a point which

the Raismen Commission did not pay much sttention toll

7

The structure of Uganda's exports to the rest of East
LAfrice is shown ch Table V1. We notice that for Ugands the
value of 'exports in the SITC scetion O has been over 33 1/3%
in the last four years - 1959 - 1962, of her total exports to
the rest of East Africa. This has becn an increase for in
1959 this secticn wes only 19.5F3 then it rose to 307 in
1860, to 37.47% in 1961 and thcn dcclln ed a bit in 1662 when
it was 35.1%. If we put sectiong O a2nd 1 togother we get
the followinz figures .

Usganda: SITC Scctions 0+1

£, 000 % of total exports to East ifrica
1959 25,929 56.1
1960 - - - 3, T4 56.0°
1961 35,545 51.7,
1962 3,643 51.7

Sections O+l have shown ¢ dccline, but nﬂthan as
pronounced as in the case of Kenye. The manufacturings scctions,
however, have shown a steady upwvrﬂ trend in the last four years.
The following figsures show sections 6+7+8 - both in value and as
a perccntase of the total value uf Usanda cxports to Kenya and
Tanganyika. (Chemicals ~ sccticn 5 — is of little importance in
Uganda unllke in Kenya) .

SITC Scotlonq 6+7+8

£;OQO % of total exports to East Africa
1959 784 Lo e .1;4,. 9
1950 . 1;162 | 17.4
1562 2, 014 28.5

From these figures it can be seon percenta~ew1se and in

absclute terms the 1ndustr1°1 products of Uganda entering
inter-territorial trede zrc bec ming incressingly more =2nd more
important - thus werking towsrds a diversification of her inter-
territorial exports in future. 1t is wcrth noticing that in the
last four years the value of cxrsorts in suctions 6+7+8 has
increased ancut thrcefold.

/Cne
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One very important thins to notice is the emergence and
rapid increase in importance of cotton fazbric riecegoods
in the 'industrial' exports of Uganda to the rest of East
Africa. As recently as in 1959 thc exports of this -
aroduct was only worth £5605,000; but in 1962 they were worth
21,707 million - an increase of nearly three times. Actually
the increzsc in the exports of 'industrial! exports shown
Sy the figures in 7.2 above and be said to be wholly due to
she increase in cotton fabric piecegoods ~ for in 1962 ths
axports of this product constituted over 80% of exports
in the SITC sections 6,7 znd 8.

* In Uganda, unlike in Kenya, SITC section 4 is of some
importence — althcugh dec::+2sing percentagewise. This section
arovided 20.3% of Uganda's inter-tcrritorial exports in 1959.
in 1961 the corresponding figure was 12%. Throughout the
whole period the most important items in this section have
been cottonsccd—-o0il, hydrogenated oils and fats, and groundnut
0oil. This is 2 section which could be of some significant
Zmportance in fiture inter-territorial trade,

8

The composition of Tanganyika's exports to the other two
countries arec shown in Taeble V11 - agsin grouped in SITC
sections. It is immedietely obvious that seetion C plays a
nuch greater part in her totsl cxports than either in Kenya
or Uganda. The striking thin~, however, is that section O
in Tanranyika is & good dezl morc diversificd than in Uganda -~
almost as diversified, if we just look at the number of
commodities and not their nature, as in the case of Kcnya.

If we add scction O 2nd sccetion 1 together we get the
following figures: '

SITC sections 5+7+6

£,000 7% of total ezxports to East 4ifrica

1959 - Ly423 55.3

1960 1,316 56.6
1961 1360 60.9

1962 1,204 - 50.4

From these figures we notice, for the percentage
ficures, a dramstic fall in 1962 - the percentage share in
total exports of these two scetions being 50.4% in 1962
whereas the corresponding figurc for 1961 was about 617.
This was the result of 2 severe fzll in the unmanufactured
tobacco exports to Kenya. The cxports of this commodity
had been rising steadily and had rcached an zll-time rccord
in 1961 when they fetched £434,000 but in 1962 thsy fell
down to £65,000. The fall in tho exports of this commodity
wes not due to a fall in output (in fact if anything the
output increased) but was due to » new East Africa Tobacco
Company factory started in Dar-es-Salaam. We should also
notice that in absolute terms s-¢ctich 0 and 1 added together
have been falling. In fact in these last four years total
exports of Tanganyika to the recst of EBast Africa have been
falling - from a peak in 1958 of £2,592,000. There was a
smell recovery in 1962 but even thenthey were over £200,000
below the 1958 figure. A possihlc explanstion for this fall
is given in 8.4 below.

,/(—: S
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The prorortlon of manufactured products entering inter-
territorial trade is lowest in Tanganyika. This is to be
explained chicfly by the fact thet compared to the other two
countries Tangenyika is relatively backward industrially -
although in the years to come she is going to be very
1mfortant -~ as 1s shown by the rclatively more vigorous increase
in the share of manufactured goods in her exports to the rest
of fast Africa. Another roason.to exrlain the low share of
manufactured goods in her exports is that some.of her former
manufactured exports are now being 'consumed' locally e.g.
metal containers for transport ~nd storege are now wholly
absorbed by the local market.

SITC sections 6+7+8

£, 000 ﬂcf“total exports to East Africa
1959 165 - 6.4
1960 211 9.1
1661 225 . 1041
1962 486 20.3

The ahove firures would be a bit higher if to them were:
added the contribution of SITC scction 5 i.e. chemicals:’
This section is of intcrest for, in the last four years, it
has shown a steady and substantial decline. ZExports in this
section were £102,000 in 1959 but in 1962 they were only
£42,000. The only rossible cxplanation is that products
in this scction arc now beinz ebsorbed by the local market.
In foct it scems quite likely that more andmore Tanganyika
products will be cchasumed internally as internal communications
and mcar- of transport improve = especially from the main
towns to the rursl areas. This is bound to be so for in
some cases it has besh easier to transport goods to Kenya
than to the other parts of Tenzanyika. In fact Tanganyika
has been a number of cconomies -~ for transport facilities
have been very inadequate. Internal transport will, however,
improve with time - especially now that it is being so strongly
emphesiscd by the Government in its projects designced to step
up the rate of ﬂrowth in the country.

In Panganyika, =5 1n Uzendz and unlike in Kenyzs, section 4
(anim~1 2md vegetable oil and fats) is of some importance in her
inter- terrwtorlql exports — espccielly coconut (copra) oil.:

In 1959 -this scction fetched 13.4% total value of this
country's exports to the other two countries, In 1962,
however, the contribution of this ssction had fallen to 9 . 8%.
What is important tc notice, howovbr, is that even in 1962
this section brought more than -~*ion 6 (manufacturcd
goods strictly defined. :Again it scems possible that the
pro ucts. in this sectlon w1ll, more and more, be consumed
nternally.

9

In this scetion we are zoinz to look sllghtly more closecly
and theoretically at this trode. As it has already been
pointed out This trede has shown a remarkanly rapid expansion
durihg recent years end that in no year examined did thls
trade actually fall.in volume or value. There are a number of
rcasons for thisgrowth but thc main one scems to be the
cxistence of tpe Eest Africen Customs Union with a protective
tariff wall szainst thu rest-of the world. This is nhot -

the place to _o inte dctall about the "trade creation™ and

"Trade
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"trade diversion" effects of this customs unibn.l2 But it
should be pointed out that by taxing foreign imports loecal
products are made that much cheaper (then they would otherwise
be) and that producers might be attracted by the idea of

being behind the tariff wall and thus come in and increase
local production and therefore trade.

- That the customs union has made it possible for the
inter-territorial trade to expand seems fairly obvious. This
ig @ result which could ecasily be lost =sight of if one:
concentrated wholeheartedly or the method of analysis suggested
by Llpseyl3 © According to Lipsey & customs union is more
likely to raise welfare if the following regquirements obtain
(2) the higher the proportion of trade, given a country's
volume of foreign trade, with that country g union partner and
the lower the proﬁortlon of trade with the rest of the world;
(b) the lower the total volume of foreign trade in relation =
to domestic purchases. On these two requirements it would
appear as if most under-dcecveloped counitries cannot expect to
benefit very much from customs unions - or, at any rate, that
they cannot expect to get as much from a customs union between
- themselves &s developed countries would if they formed a
eustoms union. A corollary to this is that an under~developed
eountry could gain more by forming = customs union with a more
developed country with which it has substantizl trading deallngs.
But this corollary needs to be gqualified: the under-developed
country will gain more if measures are-taken to distribute
the benefits of the union between the two countries. An
investigaticn of how this distribution e¢cald be carried out.
would take us too far - and we shall therefore neglect it in’,
this paper. ‘

An analysis based on Lipsey's requirements cannot help

being static for development carries with it, as A.J. Brown .
has "stated, 15a change in trade pattern - with or without a
customs union. Thus as Fast African countries develop they
are ‘bound “to trade more and more with each other thereby
increasing the opportunities of deriving more and more benefits
from their customs union. The mest important thing to realise
is that -trade among the under-developed countries forms only a

small proportion of thelr total trade - often only about 107
of their total trade, Moreover, the exports of these
countries often consist of prlmary products to the industrial
‘@ountrles.17 In this sense most under-~developed countries

gre dependent economies and the East African cguntries are as
dependent as most other under- develcped areas, 8 The way to
reduce this dependence is to cut off, ‘or any rate reduce the
impact of, the direct relationship-between East Africals’
foreign exports and the level of Ler monetary ilncome and
domestic activity. This, essentially, means producing for the
thome market! - for as it has already been pointed out it is
difficult toc produce manufactured goods in the under-developed
countries for export to the already industrialised countries.
It is here then that we need to say something sbout import
substitution as a device which can be used for- two purposes:

(a) to increase inter-territorial trade which is still

very much smazller than is desirable or even possible,lg

(b)  to reduce the impact of foreign demand for East "African
exports on the level of domestic econocmic activity.

/Import
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‘ Import substitution is not as easy as one would imagine
or like, A number of economists have suggested that the
procedure should first of all to examine the import list .and
then try to produce locally those goods which are consumed in
fairly large amounts and are capable of local production,
This argument seems sensible enough but it, of course, leaves out
the important fact that as development rroceeds consumption patterns
change. One could also bring into the argument the additional
fact that consumption of a number of goods would increase and,
therefore, = good which might appear impossible to produce
efficiently now (on the above suggested proccdure of import
substitution) could become & profitable proposition after a
few years. However, it scems, to me at any rate, that the
above procedure could be exploited with a large measure of
success if well designed and feormulated after careful
exemination of the possible changes in the consumption patierns
- and the experience of slightly more developed countries could
be of great use here., In Fast Africa there has been a bit of
import substitution (e.g. corrugated iron sheets) although
not extensive as yet. Any further import substitution,
eéspecially if it 1§ going to have major and pervading effects
in the thle of East Africa, needs to be done behind the back-
ground of continued and strengthened inter-territorial economic
co-operation - if only to ensure that there is a market for
the produced goods (for each of.the three countries could ezsily
‘start the same industries otherwise) and that each country-gets
its proper shaore in the new industries 1o bhe started.

©-A recent study by Professor A.J. Brown (see his article
cited on page 13) could easily discourage any government
interested in import substitution in East Africa, Brown
computes the ratios of total consumption of a number of
rroducts in East Africa to the U.K. production of those goods
by the 'median' size plant - median is defined in terms of
employment. The conclusion is that if the local consumption
would Justify the employment of & median plant then the product
in question could be produced in Fast Africa 'efficiently!?.
and vice versa, Brown then looks at a number of East African
industries and their level of employment (the cotton textile
plant in Uganda - employment 1'4003; Kenyz Tobacco Factory-
employment 1t120; seven esteblishments engaged in shipbuilding
and rolling stock repairs average employment of 920 eachj; -
the RKenyz Shoe Factory - employment 800; two fruit and vegetable
canneries — aversge employment of 400 each; three establishments
in the jute, siszl and coir industry -.average employment of 500
each; and some eleven establishments in suger, fats and brewing
and miscellaoneous food industries - average employment about 300
each) and comes to the conclusion that",.., despite the limitations
of the market and. the shelter. of a substantial tariff, : ‘
manufacturing establishments ... seem to show the same effects of
technical indivisibilites and other factors favouring large -
seale . as do those in -developed countries; indeed it is arguable
that they are acted upon more strongly by them".

If what Brown sazys is true and cannot be. avoided, then East
Africa cannot expect to have very many industries for the
purpose of import substitution and as .2 device to increase inter-
territorial trade among her three countries - for the sizes of
plants would be too large for most internal demands. Apparently
. this is & problem of technology and one feels compelled to aks,

how far should under~-developed countries try to copy the

techniques of production employed in the developed countries?
The obvious policy is, of course, that given two technigues of
production, the production which economises on the scarce
factors and uses more of the cbundant ones (and often under-—
developed countries have surplus factors) should be the one to_
be employed, Using the same methods of production as we find in
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~ the developed countries is t%ntumount to saying that under-
“developed countries have the same factor endowments as the
developed countries, This is obviously mnot true and TI° find
it difficult to accept Brown's assertion that technical
indivisibilities and other factors fawouring large scale
methods are so’ important and compelling as to dictate the

use of 51m11ar size plants in underdeveloped ccuntries as
those in the developed ones. . It . needs to be mentioned

that advance in technology is increasingly making it easier
to have: smaller plants which can be operated effeciently - -
at any rate in a number of industries e.g.  textile industry.
This assumes great significance if we bring into the argument
the fact that production is for the home market to start
with i.e, dimport substitution., Here we come to Adam,Smlth's
‘dictum - namely, the importance of the market. In this I-am
in complete agreement with Brown when he says. that: . ",., the-
case for fostering manufacturing industry, if at a2ll, within.
fairly large common market areas rather than the existing.
political territories is a sitrong one"”. (see his article -
cited above), For East Africa, however, we need to emphasise
the fact that the idea of extending the size of the market
by bringing in more and more countries into the customs union
should be pursued cautiously - for East ifrica should not
- endanger . or reduce the .chances of having a really well inte=’
grated and closely knit common market among the three countries.
Such & common market would be more difficult to create if |
ecountries were brought into the existing customs union 1ndls~
crlmlnately. : e -

10,I. It will have been observed that I have said that
one of the functions to be done by import substitution in -
East Africas is tc increase inter-territorial trade, This -
trade is to be encoursged for the 31mple reason that the more
these countries trade among themselves the more will they
‘get more benefits from their customs union and, therefore,
one hopes, the more will they have a greater vasted 1nterest
in continued existence of the union., This, however, means
that each country is to have a share of the new 1ndustrles_
to be established, Delibarate distribution of industries
need not mean that the whole area would not experience as
rapid development as would be the case if industries were.
allowed to locate where they felt like geing. Indeed. it has
been stated by Dr. Peter Newman that a more even location 90
of industry would not necessarily mean fostering 1nefflcleﬁ0y

10.2.. Time and space do not allow for a detailed dls~
cussion of the industries which should be located in each
of the three territories but we should point out that the
doctrine of comparative advantage although not to. be adhered
to strictly when formulating p01101cs for development in.
East Africa in the context of her existing economic relatlons
with the rest of the world (which would mean continuing
‘producing Primary products for export to the industrial.
centres), could be of great use for internal policies.
In this kind of exercise an attempt should be made to look .
at comparatlve advantage of each #rea in the cortext of the -
whole World for after the internal demand for the goods i
produced has been met attempts will have to be made 10 eaport
the surplus and this will mean,. of course, competlng Wlth a2ll
other pro&ucers. - :

10.3. It should zlso be mentioned that éh exercise
like the one being zdveocated here has to be cast in terms
of a much wider and long-term exercise of trying to increase
the total znd level of economic activity in East Africa -~
on a complementary basis. It does nct need to bte emphasised
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thazt the effects of inegualities in the distribution of the -
benefits at present flowing from the customs union are primarily
due to the low-level of economic activity in this whole area.
Therefore any policy designed to distribute industrial activity
in East Africa has to be a part of a2 more detailed policy

aimed at raising the level of economic activity in all three’
countries, It is not the sharing of existing industries that

is needed but, ‘rather, the sharing of future and increasing-
industries, One coula go into great detail about this but
suffice it to say that ideally each country should have one

or two industries of ’orovlng points'! nature depending on the
East African market as a whole, . This point is worth making
becausge for a fairly largu number of industries especially

food processing onés and clothing each country has a sizeable
nmarket to support & number of producing units. There are again
a2 number of industries (e,g. baleries, econfectioneries, eic)
which, obwiously, each country has to have, The efficient
size of plants in these types of industries is small, It is.
when we' come to such industries as paper and iron and steel

that the East African market as a whole must be the main support.

10.4. When we look &% the import list of East Africa
ag @ whole we notice that in 1862 manufactured goods, machinery
and transport equipment . rupresented two-thirds of total imports
(£135,517 mn.) or approximately £90 million. Mineral fuel
and lubricants represented £11 mllllon- food £9 million; -
and chemicals £7 million, Looking at these broad flgures one
#ould gét the - impression (llke Professor Brown) that there .is
little scope for import substitution in East Africda., Actuilly
this is not so., In any cease it is imperative to have some
import substitution if Fasgt Africa is to raise her level of
national income per head, 2L 1n Tast Africa it seems .as if
a growth rate of 5% in G.N,P, would bring about an increase
in imports of about 10% This is, of course, a very general
statement and it all depends on what has caused the 5% increase
in nadtional income, But as a general stetement it is still
useful - for if a growth rate of 5% in G,N,P. Dbrings about an
increase in imports of 10%, what ground is there, if any, for
believing that export earnings will increase by a similar amount?
As one of the cures import substitution has therefore to be
brought into action.?? There are two types of import substltutlon -
if one could speak of types. Firstly, there is substitution
of capital goods for consumption goods in the volume of foreign
imports., Statically, in this type of import substitution the
level of imports need not fall. Secondly, there is substitution
of foreign imports with locally produced gocds. . In a static
case, here foreign imports will fall, We shall not go into
detall about this refinement but, needless to say, Bast Africa
will contlnue to depend on forelgn producers for capltal goods
for sometime and she should therefore pursue the. two types’
almultaneously.‘

10, 5 Import substluutlon could be delaye& a&nd hlndered
if Bast Africe just looked at the most conspicuous 1mports )
such as ‘cars, sophisticated manufactures and chemicals., East
Africa does not have a market for such thig! imports but there is
adequate demand for a whole range of small manufactures,

The following figures show East African foreign imports of
goods which she herself also produces but notv in adequate
gquantities. In & case like this the obwious thing to do 1is
to increase local production so that internal demand can be
wholly met by internal praduction,
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+Selected Imports as % of total imports for the year 1963,

Commodity 7 % of

total imports.

Tinned milk and cream

Rice

Sugear

'.faints, warnishes, étc;
'Maﬁufacfureﬂ:feftiiizers-
-hiéiﬁféctants; insecticides, ete.
'Eapér;-ﬁa?er'bondwmanufactures

coﬁféﬁ fébriég (piéoe géods)

Biankets & trévelling rugs

, Sorruggted ifon shéets

;bthéf iron éheets;'platesg héops, eté.:T
f@otﬁéar " | o |
Clothing

Soaps and cleaning prepérations?
TOTAL:

Source: Extracted and computed from Annual

2,6

6.5(or £8.557
million).

21.2(or 2bout
£28.5 mn. )

Trade

Reports and Eccnomic and Statistical Reviews,

10.6 The above listed items imported frcm abroad are
more or less simple goods &nd East Africa eould with ease
gatisfy the internal demand by local production, People

sheould not always go for the spectacular plants and

factories,

It iss these simple manufactures which East Africa should stert
with and use the saved foreign exchenge for importing more
capital goods which could then be used to extend further the
process of import substitution end therefore work towards
industrialisation and less dependence on foreign markets

for the generzl ecconomic activity of the country., This

dependence which has already been mentioned several
is alarmingly large and concentrated in East Africe,

times
as the

following figures show, Coffee, Tea, Sisal and Cotton
contributed 65,0% of the total values of East African foreign
exports in 1962, In the same year, Coffee, Tea, Sisal and
meat and meat preparations contributed 80% of Kenya's exports;
for Tanganyika Sisal, Cotton, Ccffee and Diamonds represented
88% of her total walue of exports (foreign); and for Uganda
Coffee, Cotton, Copper and Tea were 90% of her total value of
foreign exports, For Uganda Coffee and Cotton alone contribut-~
ed 75% of the total value of her foreign exports. My assertion
is that this dependence should be reduced through a deliberate
policy of import substitution - a policy which would also mean
that the three East African countries will have to trade more
and more with each other, In this kind of exercise dependence
on foreign imports is, ironiesally encugh, an advantage in the
sense that 1t gives a rough guide of the scope and extent

of possible import substitution. However, this high dependence
on foreign imports is, of course, a grave disadvantage because
East Lfrica is to that cxtent vulnerable to trading conditions
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abroad, This is the thing which should be preoccupying the
minds of the planmers; o e

CONCLUSION,

In this peper some preliminary findings in the work I am
doing on trade and development in East Africa have been shown,
Recent trends in the size, direction and structure of inter-
territorial trade in Bast Africa have been indicated. What has
not been discussed in detail, however, are the possible changes
in thése trends in the years to come, One would expect, for
instence, to gee a relative fall in the importance of Kenyals
exports to the other two countries @&s trade amongst the three
countrieg increages and as general economic development. proceeds
in this whole area, One would also expect to have changes in
-the relative importances of various 8.I.7.0. sections in this
trade as development proceeds. In am still working on this
trade and I hope in time to cover the gops, besides giving a
more rigorous analysis of this trade, in my paper.

‘One final point: if we split the East Africa inter~territer-
izl trade into ftwo parts.~ namely, trade in agricultural products
and trade in manufactured goods -~ we find that it is the former
category which has been more heavily hindered by government
controls and restrictions. One would therefore expect that =
formation of an effective and thoroughgoing common market in
which these controls and restricticns would disappear, would
very likely lead %o an immediate increase in the. share of-
agricultural products in the inter-territorisl trade of East Africa,
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FOOTNOTES, ]
MARSHALL, A, Principles of Economies, ($th edftion)page 270,
j ﬁﬁRKSE} R. | Patterns of Trade and Development,0.U.P." 27
?NURﬁSE, R, op. c¢it. page 50, .

 In 1962 trade between East Africa and her neighbours was only
4% of total external +rade of East Africa,

The value of Uganda exports to ecountries outside East Africe

- were worth £45.857 million in 1957 but by 1962 they had gone

down to £37.655 million,

1An'aluernat1ve or rather supplementary way of showing the

dependence of each country on the East African market is to
express inter—~territorial exports of each country as a ratio

- of her monetary domestic product. For Kenya this ratio has

increased from about 4% in late 1940s to 10% in 1962 - a big
inecrease when compered tc Tanganyika whose dependence has
tended to fluctuate around 2% and Uganda whose depen&ence

AApaccord*ng to this method, has fallen from about 10% in laue
~1940s to about 7% in 1962, These figures could be used as

erude measures of the benefits which the three Fast African
countries are drawing from the customs union. But this method

~of calculation is not really adequate - and the percentage

share of inter-territorial trade in the total volume of trade
of each country should also be used in some of these calcula=-
tions. (It is important to recall the fact that it was the
shifting of the tobacco factory from Uganda to Kenya which
reduced Uganda's exports to the rest of Fast Africa after 19586,
This explains why her dependence on the East African market
shown a decline),

I am indebted to D, Ghai for some of the points and
figures in this footnote,

The overall balance of payments between the three countries is
difficult to estimate because no figures on the invisible items
are published (see 2.,4), But Kenya's balance in this invisible
trade is most certainly positive, This would make her overall
balance with the other countries substantially above £10 mn,

The distribution of total inter—territorial exports for the
year 1962 was:—

Kenya contributed 65% of the total
Uganda " 267 "
Tanganylka ooon oF% " "f

The Uganda Government has recently approached tbe Railway

Admlnlsvratlon for a line to Kigezi.

:The dlstrlbutlon of *tosal inter~territorial export of

manuféctured. goods, in 1962, was:-

Kenya exports - 76,4%
Uganda " 20%
Tanganyika " 3.6%

For a detailed breazkdown of Kenya exports of manufacutured
goods zee Table IX. ’

The distributable pool is in a number of ways a most
unsatisfactory device znd one feels tempted to quarrel w1th
the Raisman Report ovar it, One feels disappointed because
instead of just locking at the differential rates of growth
which hawe brought abrut inequalities, the Commission should
have, primarily locked at the causes of these inegualities and

'perhaps_comeﬂout with suggestions as to how to weaken these

causes.,
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If they had done this then they could perhaps have come out
with the almost obvious suggestion uhat in the absence of

._4p011t1cgl federation there must be a policy to allocate

‘industries beitween the three countriés. It could also be
argued that thc recommended proposal could inhibit expansion
in Kenya - and also in Ugenda and Tanganyika! - for the

less these two countries have in the way of manufacituring
activities *tkzs more will they get from the distributable pool,
On the other haal accvording to this proposal the more Kenya
expands her manxéacturing activities the more will he have

to give to the cther two countries.

Also & mosdt ‘rclevant point of argument is whether
the distributed fundz could not be more productively used
in Kenya. In any case ~t is doubtful whether the Kenya
Governmenv, faced as %t is with persistent and substantial
deficits (greater than in the other two countries) will be
prepared to borrow from abroad in order to !'compensate!
Ugandsa and Taugurjzﬁu, It is because of some of these

- (and others) redsors “ha®t the distributable pool must be
treated as a tempora"y dezvice in the customs union,

The thecry of Customz Union has been thoroughly explored

- in recent years ~ cspecially by Viner, Meade, Lipsey, and
+. others. t is still a very !'popular' subject among econom-—
. ists,. ' ’

The theory of Customs Uniocn; a General Survey! - to be
found in the Econcime Journal, Sept. 1860,

In this,connectioﬁ it is worth noticing that inter-territor-
ial transfers in Tast Africa are only one-sixth of External
Tradeywhile she corresponding figure in the E E,C. is upwards
of 80 Ce -

‘S8ee his article in the Yorkshire Bulletin of Economic and

Social Resecarch, May 1987,

See F, Benham, Ezo . ic Aid to Underdeveloped countrles,
<ford University Press, 1962,

It appears very mhgleadlng to c&ll underdeveloped countries
primary produccrs,
The truun is that the so—called industrial countries produce:

iia) more " shan 50% of %otal world production Qf foodstuffs;

& ~ 3 .
b) ~more th&n 2 o7 world supply of raw materials,

7

J

Moreover major world c¢xports of primary products e.g. cereals
(except rice), cotvton, etc, come from the developed (so—called
1ndustr1al)countr10 The underdeveloped countries are in
a clags of their ¢7m, not because they are primary producers
as such, but because their exports consist almost entirely
of primary prolusnts -TEAd XThese exports are often consider-
able proportions of'fﬂesc co-ntries output. The developed
countries can be callsed Tindustrial' only in the sense that
they vroduce about 8C% of world supply of manufactured goods.

For Eazt African CJLI‘f“eS forelgn exports as % of G,D.P.
(average of 1958 and 1959) are:-—
o Kenya - 229
Uganda 31%
Tanganyika  30%

(ThGSu perceqtageo wouald be even hlgher if we: ‘just thought

of zross nonetary Comestic product, For Uganda this

=

gerﬁentage worid be just over 41p.)

For a more dct ziled ais cussion on this see W T, Newlyn,
Yorkzhire Bulletin of Econ, & Social Research May, 1961,



19.

20,

21,

22,

- 21 -

There are a number of reasons why inter-territorial

trade is still wery small, No doubt this trade oould have
been much greater but for gome 'imperfections! in the
eustoms union e,g. the Government control of marketing

of various agriculturzl products by the Kenya Government,
the econtrol of sale of livestock from znd to XKenya by
both Ugandae and Tanganyikes, ete. There are also some
other factors which reduce this trade e,g. lack of
advance econsultation when granting import quotas for
foreign imports. This year for instance Kenya would have
bought 10,000 tons of rice from Tanganyiks had the latter
country informed Kenya that she was going to offer her
that much rice before XKenya had already granted import
quotas for rice fto importers. It should be always kept
in mind that the more each of these couniries export to
each other the more will {the gains from the customs

union be distridbuted more equally, '

See his paper presented to the University of East Africa
Conference on Public Policy - the conference held in
Nairobi on Federation and its Problems.

For a good discussion about the need for import substitu-~
tion in underdeveloped countries see an article by Seers,
Seers in a way extends the famous argument by Roul Prehisch -
see his article in the American Econcomic Review, 1958,

(Footnote for page 38). There are other measures,
besides import substitution, which also need tc be used
e.g. diversification of commedity patterns of exports;
an attempt to diversify the geographical distribution
of East Africa's exports (e.g. looking for markets in
the Communist countries); and an increased effort to
try znd increase the trade with octher underdevelcoped
countries. A deliberate and determined effort to in-
tensify the trade omong underdeveloped countries to
provide each other with raw materials, food, semi-pro-
cessed foods znd simple menufactures seems urgently
required -~ given the deteriorating terms of trade
between these countries znd the developed countries,



TABLE

I.

TOYSL VOLUME (EXPORTS + IMPORTS) OF INTER-TERRITORIAL TRADE -~ ITS SIZE (IN £,000) AND DISTRIBUTION.

-4

- KENYA

YEAR | i T ANGANYTKA i UGANDA b E.AL VOLUME OF EXTERNAL TRADE

m , Z n A A :: k % i % i i ‘ﬁANGA- %

IVOLUMS  |[NORE.\S3 | B -TRADE| VOLUME (INCRE ASE |BX-TRADE {VOLUMS [INORE ASE X-TRADE{VOLUME | KENYA YIKA [UGANDA 8. AFRICA| INCR.
1955 12,071 12,1 I 7,514 9,0 111,845 15.5 115,615 99,540 |80, 945 |76,280]256, 764 | 17,2
1956115,008 | 7.8 12.6 % 8,456 | 15,5 10,5 | 9,505| 19,0 |1s,8 115, 5101102, 658 |s2,102|69,615|254,665 | 0,8
1957%15,950 22,6 15,4 % 9,757 | 15.7 12,1 211?&79 12,4 | 15,7 518,795§105¢251 80,520 |75,702 259,273 | 1,8
1958118,519 | 14,9 19.5 111,641] 11.9 15.0 115,546 | 14.0 | 18,4 121,755u 94,093 |77,396 75,591 244,861 | 5,6
1959§17,785 (14) 17,8 l10,674| (11) 15,1 §11,758 (7) |17.1 20,0991 99,892 [81,675|68,762[250,328 | 2,2
1960%20,766 16.8 18, 8 Ell,BOG 7.8 12,2 ﬁls,aov 13,4 | 19,5 ﬁza,vsggllo,zse 04,387 |68,957]275,610 | 9.3
1961122,945 | 10.5 20.7 1i12,858) 11.6 1.2 14,202 7.4 |21 ) 25,036 1110, 681 190, 505 |67, 805|268, 788 [ 1.5
19621i24,576 | 7.1 21.4 514,076 9.6 15,1 ﬁ14,711 2.9 | 21.9 126,6824114,642 95,592 [67,157 (275,191 | 2,4

Il | Il i I

Sourcesg:

Notos:

1.

Annual Trade Reports published by E.A, Common Services Organisation,

The above figures up to 1958 inclusive, for inter-territorial trade, include excise taxes on cxcisable
commodities and customs duties on raw materials imported from abroad and used in the production of locally

manufactured goods,

in 1958 would have been £18,163 million instead of the shown figure of £21,173 m,.
which are strioctly comparable are those of the last four years (1959-62) for the earlier figures are

exaggerated to the extent of these excise taxes and customs duties,

For instonce but for these taxes and duties the total volume of inter-territorial trade

For this reason the figures

It should also be pointed out the figures for the last 4 years (1959-62) are more acourate - for the

methods of data collection and degree of coverage have been improving with time,
an upward (however slight) bias in the more recent figures compared with the earlier ones.

To this extent there is



INTER-TERRITORTIAL EXPORTS AND IMPORTS BY COJNTRY = IN £,000 - AND TRAD BATLANCE,

CABLE

III,
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UGANDA
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1l 1
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1l I}

il
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1l
~4,262 I 4,450 5,159
Il
~5,695 5,525 7,221
H
i
~4,517 @ 4,820 6,177
I
~5,526 Il 5,228 6,510
1]
-6,858 I 6,694 6,613
1 .
-8,371 | 6,855 7,437
: i
[
-9, 295 é 7,054 7,657
1l
I

+
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o, 9L5
685
2, 996
1,352
1,282
81
582
605

Sources:

East African Economie and Statistical Bulletin,

The figures up to 1957 inclusive include excise taxes on excisable commodities and

duties on imported raw materials used in the production of locally manufactured goods.

Kenya

Uganda
Tanganyika

65%

267,
9%

of total

1
1

If we take total inter-territorial exports in 1962 the distribution was

~ by value:




KENYA EXPORTS OF MANUFACTURED GOODS TO REST OF EAST AFRICA, IN £,000,
SITC SECTIONS oS - 8. : o

1950 - 62. | | o |
‘ . 19597 H 1960 w0 1e81 ¢ . 1962
Chemicals: (1y U T TOTALN U T TOTALy U T TOTAL:}_ U. - iy TOTAL
Soap & soap preparatlons 269 209 468, 370 | 223 503 7474 | 44T ' 915 T 409 | 548 957
Insectizides 36 58 g4 I 40 78 118 n 81 55 180 540 99 239
Paints, enamels, etc, _ 62 .- 62 1t 86 - 86 u_ 148 V148 1 142 | = 145
Qther : | - T83 | 167 250 T 105 | 168 275 1 110 557 347 0191 | 333 524
Bicycle Tyres and tubes = : 80 .20 100 )| 117 . 26 |- 143 "' 125 |- 67 1921 130 92 299
Paper, paper board manufactures 203 | 77 280 11 236 129 365 n 273 | 222 [ 495 W 286 261 527
Cotton piece goods = 27 27 n - 64 | 64 , - 153 153 | - 149 149
Cement o ' 95 8682 | 7775, 70 729 799 W59 681 § . 740 99 565 864
Base metals 15 12 27 50 49 ‘99 w1053 201 304 . B77 375 752
Metal Manufactures it i i
Steel doors & windows . . - 115 | 85 200 ! 127 144 271 1 88 180 268 0 99 .187 266
Household alum. utensils - . 162 153 0850 120 | 176 | 296 1 81 125 206 n 77 1 170 247
Mctal containers 9% 139 2523 59 | 164 243 I 84 113 197 W80 1 146 226
Other 175 117 290 176 119 505 I 943 155 398 1 .207 i 500 707
" i i
Furniture & Fixtures ‘ - | 105 1054 - 112 112 ! - 124 | 124 I = 168 | 168
¢lothing = ‘ ‘ 516 ~375 591 1980 763 745 0 571 504 875 i 402 71T | 1115
Footwear 546 | 535 | B70 265 375 638 1 518 Z00 | 715 I 345 | 515 | 860
Sisal bags, sacks 7& eordage 247 - 247y 326 | - 326 W 257 - 857 w2190 |~ [ 219
Glagsware 23 - | 231 36 - 36 It 68 - 68 1 51 ~ 51
Printed matter : 76 - |78y 79 - 79 1 94 - 94 T 99 - 59
Other = - ‘ : N TBA2 | 625 1 51k 405 (719 W A15 | 450 | 865 i -499 | 219 | 718
TOTAL : 2,405 | 2,879 |5,284 2,854 3,444 6,298 45,387 |4,152] 7,559 14,025 15,018 J9,041

Sources: Annual Trade Reports,

Notes: 1, These figurcs are comparable for they don't include excise taxes or duties on imported raw materils,

The earlier figures do. e

2. The diversification of the mantGfacturing séctor of Xenyats economy is apparent in these figures. Giving
details of all manufactured exports would be too tedious and not worthwhile for our purposes., It should
be kept in mind therefore that where the product is shown as being sold to only one cecountry (e.g. paints
and enamels being exported only to Uganda, - and the same thing for printed matter and glassware) the total
exports of that commodity %to the rest of East Africa is larger, than the figures shown in total columns
of the table, - to the extend of the value of the exports of this good to the other country, This
(exports to tho other country) figure is not shown here because it is too small, But for the whole of
the sector, howevér, the total picture is correct - for the exports of, say, glassware and printed matter
to Tanganylka (not shown in the table) are. 1nclud0d in "other".



It is worth empha5151ng the 1mportﬂnce of Clothlng Lhdsmlncre&sed about tw1co) Soap and soap preparations
(about doubled -~ in fact the whole of the Chemical section has expanded by about 2% times); Footwear
(has increased more than 1% times). base mctals (e.g, plates and shects-zinc or lead COated or corrugated,

~wires, .etc).~ hqve ingreased from £27,000 in 1959 to0.8752,000 in 1962); metal manufactures (have 1ncrewsed

: mby more than 1% tlmes) of .which the most 1mport%nt has been‘stcel doors and windows,

.The dlver81flcﬂtmon.of”th1s seetor”has been.achleysdmthrough 1ntroductlon of new industries. In 1959 for
- instance Cement, clothing and footwear, in that. order, were the most, important industries - each bringing

~ more than £.5 m in exports., But. in 1962 the picture had cthged and the important industrieg were, in

order,of_lmportance clothlng, soap and soap preparatlons, footwear, base metals, and cement, Thus as some

_ industries begin losing importance, new ones are emerging to take %helr place e.g. cement in 1962 brought

_close to £300,000 legs than soap and soap prep&rﬂtlnnq whe rcas in WQHQ it brought approximately £500,OOO

"~ more than soap - and” soap preparations.

The 1ncre%se in value of these cxports has becn by more than £1 m, per year, In 1961-62 it 1ncreased
by about £1% million and in 1962- 63 it is likely to 1norease by well over £2 million,

Tanganyika has been absorbing about 55% of these exports.’

- In 1962, if we take total intexr- terrltorlal exports of m%nufactured goods the distribution wags: -

Kenya - - 76,4% of total
Uganda 20“07 n n
Tangwnylka 5,6% - " .om

. Against these exports of manufaectured goods we need to- oompare the Imports, by Kenya, of manufactured
“goods Prom Uganda-cnd Tanganyika - oo - . e e

IMPORTS OF MANUFACTURED GOODS BY KENYA FROM THE REST OF EAST AFRICA

SITC SECTION 5-8 EXPORTS BY UGANDA TO KENYA, £,000,

Soap énd Soap ?réparations' R 4é.>- o 56 | :“ 753 . - -8l
:COttén_Pié°e 8O5dS o 5 402' . 638 . 855» 949
’ .Métal maﬁufacfﬁfeé-- ‘ ‘"'lzﬁfll - -~ 158 *l .; 11é ' 191

| ———— —————— e —————

TOTAL; 603 883 1,084 - 1,218

| ————a—red
D ]



SITC SECTIONS &5 - 8 B[XPORTS BY TANGANYIKA TO KENYA- £,000

1959 1960 1961 1962
Chemicals 80 70 28 38
Pabrics of Syntheric fibres - 17 33 61
Metal manufactures 96 78 31 33
Footwear 12 29 47 187
Other 36 57 74 161
TOTAL; 224 251 213 480

9., Looking at these figures, and remembering that there is relatively little trade between Uganda and
Tanganyika, it becomes quite apparent how important Kenya is in the inter-territorial trade of

East Africa,



VALUE OF INTER-TERRITORIAL TRADE 1859 -~ 62

TABLE 6
EENYA EXPORTS TO UGANDA AND TANGANMYIKA
COMMODITY 1958 1959 1960 1961 1962
0-FOOD
Meat & meat preparations 297 279 307 440 504
Milk & cream - fresh, 415(Hp1jﬁé4 267 374 413
Butter and Ghee 565 U415 476 439 481
Wheat & spelt & meslin, unmilled 183 577 ‘858 870 538
Rice 66 238 232
Meal & wheat & spelt flour 1099 779 725 654
Biscuits 55 110 135 156 167
Truits & vegetables 214 249 281 355 432
Beet & cane sugar-unrefined 71 87 88 123 84
Coffee, roasted, & ground 83 100 114 158 168
Tea 526 567 444 562 611
Margarine & shortenings 104 158 206
Food, other 420 450 553
TOTAL 3,828 4,113 3,338 5,048 5,023
% of total 35.6 33,4  31.5 31.7 20.1
1-BEVERAGE & TOBACCO,
Beer 716 471 592 698 655
Tobacco, unmanufactured 85 100 61 170 139
Cigarettes . 3154 1646 17863 1735 1590
Tobacco-manufactured excl.cigaretts
& ecigars £71 205 188 19l 185
Beverage & Tobacco—-other 24 41 59
IOTAL: 4,461 2,448 2,628 2,835 2,628
% of total 41,5 19,9 19,1 17,8 15,2
5-CIEMICALS. '
Prepared paints, enamels,varnishes 95 225 254
Soap & cleansing preparations 206 468 523 915 957
Incecticides, fungicides, ete, 91 94 118 180 439
Chemicals-other 264 - 270 432
TOTAL s 533 874 1,070 1,590 2,062
% of total, .5 7.1 7.8 .10 .12
6 -MANUFACTURES.
Bicycle Tyres 18 89 131 162 190
Paper bags,cardboard boxes,containerslésd 178 239 538 307
Cotton fabrics (piece goods) 72 178 187
Sisal bags, sacks for packing, ete 180 387 299 292
Cement, building 648 777 799 740 664
Corrugated plates, sheets, etc. - 114 594
St. el doors & windows 233 271 268 257
Househeld aluminium utensils 201 235 298 206 247
Metal containers for transpog%brage 145 239 9453 197 296
Manufacturces goods-~other 914 1285 1339
TOTAL: 2,351 2,799 3,.62 3,767 4,303
% of total, 21.9 22.8 24,4 23,6 25.0
7-MACHINARY &TRANSP,EQUIPMENT 118 95 89 92 124
S~-MTSCELLANEIOUS MANUF. ARTICLES
Clothing 332 591 743 875 1113
Footwear 585 579 638 713 850
Misc.Manuf,articles—-other ’ ‘ s96 502 572
TOTAY . 1,189 1,516 1,797 2,090 2,552
é:ANIMAL, VEGETABLE OILS
Cotton seed oil 44 109 185 185 = o1
0ils and fats, other . 81 95 107
TOTAL: 139 195 266 278 198
Section 2 209 173 161 145 201
" 3 25 19 18 28 £5
" 9 74 65 65 75 101
TOTAL: 308 257 242 248 347
@ESND_TOTAL___________.___________.10,745_ 12,297 13,773 _15,948 17,257 _

e S L L L L N S oS S N I S T S L S S S S N S S S S S S L N S oo o S o S o ST D oSN o o oS s DI = o

25 % of Domestic Exports. 36.7 36,9 39,1 45,1 45,5




UGANDA,

VALUE OF INTER-TRADE BY S.I.T.C, 1957-62,
TABLE 7
Exports to Kenya & Tangenyike, £.C00,
COMMODITY 1957 | 1958 | 1969 | 31960! 1981] 1082
0-F0OD 5 !
Meat & meat preparations - i . ;} 194 182
Pish - 55 1 52 53
Millet, unmillet - i1 30 | 134
Biscuits 55 S i 76 | 69
Beans, peas & pulses - 24 58 | 72
Beat & case sugar-unrefined 16 TL55(F) 1564 (h) 1627 (K)
S a 3 - : i~ ’
ug r,confectlonargd%a%{%ns i 84 i §QJ 79 50
Tea i B+ 91 137 o2
Animal feeding stuffs i 83 | 94 81 54
Food, other - i 90 273 | 128
h ,
TOTAL: {1,017 42,0101 2,582 ;2,475
% of total i :9.2 750,00 37,4 55,1
1-BEVERAGES & TOBAGCO ! | |
Beer %w! 60 | 40 51 81
Tobacco = unmanufactured | 809 | 725 | 196 | 363
Cigarrettes . 1034 v 65g | 723 712
Beverages & tobacco, other i 9 b IB 13 12_
TOTAL: | TOL2T TR EE L gex 1 11869
% of total 56,0 | 26,01 14,5 16.6
2-CRUDE MATERIALS, INEDIBLE !
EXCEPT FURLS. | ,
Wood & timber - | 68 62 54
Crude materials, other -«”hmém_ 32 65 45
TOTAL: | 83 1 _11gi 129 79
% of total i P 3
4-ANTMAL & VEGET.OILS & PATS ; |
Cotton seed oil 855 . 9895 0358 S
Groundnut oil - ! 8 | 22 54
Hydrogenated oils & fats - 243 199 142
Oils & fats, other = 5 8 37
;
TOTAL s 1063 1 12401 1167 845
% of total 20,5 18,5 17.01 12.0
6~MANUFACTURED GOODS. ?
Cotton fabrics (piece goods) 805 954 1295 1707
Enamel hollowware of Iron & steel 21 80 68
Manufactured goods, other | - 133 155 169
TOTAL: | 728 |_ 1108 | 1510 | 1944
% of total [+ 16,86 22,01 27.6
Section 3 (Electric energey) 195 | 13 290 3518
Section 5 (Soap & chemicalsg) 171 i 207 170 152
Section 7 6 8 9 24
Section 8 50 48 35 46
Section 9 3 | 3 3 9
TOTAL: 426 E 482 507 545
- 2 L
% of total 3 {
; ;
GRAND TOTAL: 4,826 | 5,228 56,694 6,856 | 7,055
_g . J
As % of Domestic Exports 10,6 | 12.4 { 16.1 17.5] 18.7




