Regional Economic Integration and the Uneq" . some of these imbalances. Despite the 1967 Treaty and its
Sharh}g of beneﬁtsz BaCkgl'Olllld to the di ~1‘ ”lv,mi ‘t'or redressing the imbalances, the d.is.sati.sfact.lon among t}}e
tegration and collapse of the East African Co | devic®” " tes continued, and reached a crisis situation in the mid
munitY- 3 i .« with unilateral break of its provisions, an attempt at its

i ‘sev,en\:.“;md its sudden collapse in mid 1977.
il review,
] * l
Ngila Muwase i PRE-COMMUNITY DAYS
The Plain fact is the world is too big and the individual ;i , ! 1 df
. A nation ig East African Community predecessors were coordinated from
small. Regional groupings are a natural occurrence. :‘ ?:iarobi and the Governor of Kenya chaired the Governors’ Conference

The spread effects (sometimes called the spill-over eﬁ‘ec;)Az?n‘ : and made decisions on behalf o.f London and the Gove.rnors. Suffice it

dustrializing Kenya to her less developed neighbours however, tended " to point out that the closer Union of Kenya, Tanganyika and Uganda

strengthen the satellite-periphery-centre relationship. i which the (Kenya) settlers strived for was one which they would
i i i —dJ.F. Rweyema : (reminiscent of the now defunct Salisbury-dominated Central

It ; o U a dominate. (I i Y i

AK0m 49 uckoh ARdes et D Rfcener stdte'a clediigy African Federation ) and this was adversely received especially in

mination to pursue Africa’ iti e 3 :
P ricas political objective of complete independe X Tanganyika.! After independence, as internationally she strove to

build as self-reliant economy, Tunzania challenged Kenya’s dominance
in the affairs of the Common Market, an “equalization” effort mistaken
in Kenya to mean jealousy or a domineering stance.?

States form Common Markets in search of the following benefits:
(a) expansion of trade, incomes and employment due to the free
- movement of goods, labour and capital between states (b) greater
division of labour and specialization in production, (c) greater
possibilities of technological advance and innovation (d) a cheaper and
more efficient transportation system (e) minimization of duplicaiton (f)
Breater bargaining power, etc. In East Africa, Kenya took the lion’s
8hare of these benefits and the autarchic checks might have been at the
expense of growth in the region as a whole. Thus Kenya (the “White
Highlands” and Nairobi in particular), with its concentration (and cen-
tralization) of “superior” economit, social and infrastructural facilities,
€Xperienced greater “spread effects”’, and was at independence, already
Aa8serting herself as “the workshop of East Africa”.

Indeed, this perpetual concentration of benefits should be seen as a
Hecessary cost of trying to build a Common Market in a capitalist set-
ting rather than of arbitrary decision-making. To quote Amon Nsekela:

INTRODUCTION

tle, if any, sizeable industrialization, low bargaining power, etc

Ong qf the options out of this predicament has been, reg'io‘
economic integration. The resultant Common Markets between pa‘ ;
ner-states with geographical proximity, but differing levels of econo
development, not to mention structural and ideological differenc
have brought distributional problems of benefits, with the lion’s sha
accrumg to the partner able to attract more investments, ie. wit‘

s Such was the case with the now defunct East African Communit
. .A.C.).. The unequal' sharing of benefits were apparent in both the
gst'Afncan Comn_mmty predecessors — the East African High Com-
mission and the East African Common Services Organisation, as the
;'zal.‘lous Rtéports — the East African Royal Commission (1947), the
alsman Commission (1961) and the Philli issi : 4
toatild e Phillips Commission (1967)
The Kampala Agreement of 1964 (which was never implemented)
and the Treaty for East African Cooperation (1967) were directed at

:‘}}:ese imbalgnced, exploitative, geographical relations are a fundamental
aracteristic of capitalist development and not, as some would have us

The R eve, an accidepta} and easily compepsatabl(_e ac.compani‘m_ent;.3
Mox: ;I‘Smﬁn Commission, referring to difficulties in running the Com-

1920 arket, reports vis-a-vis duties on agricultural products in the
8.

B
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8trong protests agai i i
X e ¥ gainst these duties from Uganda where the predominant
! Economlc Resear.'ch Bureau, ¥ ! IMterest in most of the protected commodities was that of consumer rather

in the author's monograph: EAST AFRICAN COMMUNITY: A Study of Regional | &0 producer, and to a smaller extent, Tanganyika also.

Disintegration, East Africa Publications, Arusha (forthcoming). renCes concerning the application of tariff (and other) protection
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and industrial licencing, the Raisman Report noted, ""

4
emerged as the territories most dependent upon exports — Uganda
Tanganyika — have found their incomes from that source falling (or ag
stagnant) instead of rising, and as Kenya has accordingly been ge 3
benefit, relatively, from her greater and more rapidly growing

centration of manufacturing industry and financial and commercial
tivity. g

7,; ) f,

Worse still, (b)

since protected industries, displacing imported goods from the East Afri
market, have developed more strongly in Kenya than elsewhere, the loj
import duty which this development entails has fallen upon all
territories, whereas the increases in revenue due to the protected indus
themselves, and their stimulation of the surrounding economy, have

crued mostly to Kenya.* ! (d)

Several

Raisman’s option of fiscal compensation (i.e. redistribution o
come tax benefits from Kenya) failed to physically channel resoury

L (a)
into Tanzania and Uganda. And so did the Kampala Agreement |
disagreement) of 1964 on planned geographical allocation of new |
dustries. The Kenya parliament did not even ratify it. A B (b)

Tanzania’s trade deficit with Kenya which stood at Shs. '::t

million in 1961, has risen to Shs. 184/ million in 1964. By 1967, thé'>
tér-state trade figures were showing a trade surplus for Kenya of S ,
254.5/- million, while they showed Uganda and Tanzania with tra :

deficits of Shs. 59/- million and Shs. 195.5/- respectively.® With ¢ -
failure to distribute industries, Tanzania increasingly introduced tra
restrictions; the logic of which 18 implicit in Mwalimu’s own wor

(o)

B

=
.

NC)

Each of our three Governments 18 answerable to the people of its own coul
try — regional loyalty has sometimes to come second in our nation
responsibilities.®
R.H. Green and Ann Seidman have argued along these same lines, .‘
economic integration can further African economic development ,
Pan-Africanism, but that it should not be a substitute to the essentia
efforts of individual partner states to achieve development.’ ‘

THE TREATY FOR EAST AFRICAN COOPERATION

The inequalities, reflected in industrial imbalances and trade deficit
for the less industrialized, were tackled by the Phillips Commission
following the Treaty signed in Kampala on 6 June, 1967 establishi
the Community on 1 December, 1967. If neither Rome was built, nor
the Treaty of Rome implemented in a day, the E.A.C., despite its com-
parative youth, was in some respects more advanced than the European
Economic Community, having had from the outset a common external

(g)

taxes (1

the T J

~ Ina ‘::z ;1 sharing in favour of the economically less developed. To
t for un

: ! S i

3 main devices were instituted, name i A

: (er)\d; fs(;:iem of transfer taxes on manufactured goods entering in-
a

mce of internal tariff with the sole exception of transfer
absfhe short-run), the common services, etc.
n

reaty called, not for equal sharing of the benefits,

ter-state trade imposable by a partner state sustaining a deficit
in its trade with the other partner-states, g "
the East African Development Bank (EADB) with its dif-
ferential investment formula (22!/2 pe.r cent of the funds to be
invested in Kenya and 38%4 per cent in each of the other two

partner states),

(c) the “decentralization” of the Community institutions hitherto

concentrated in Nairobi, . ;
harmonization of fiscal and monetary incentives. :
weaknesses of the Treaty, some of which were realized by the

gignatories, can be spelt out:

The Treaty did not guarantee the free movement of labour
among the partner states; thus making it more of a Customs
Union than a Common Market, ‘
The transfer tax as an internal levy represented a selective
deviation from internal free trade and therefore vmlat.ed. the
Common Market ideal of absence of internal trade restn.ctlons,
Despite the transfer tax and the EADB, the Tr.eaty did not
provide for any central means of industrial allocation or a com-
mon scheme of fiscal incentives, ]

The Treaty made little progress towards achievmg a common
agricultural policy. (In both (¢) and (d), the intentions to do so
were just stated),

While tax coordination means were established by the Trea.ty,
there was nothing in the Treaty to prevent the three' countries
from having different ‘tax systems with the exception of ex-
ternal tariffs and excise taxes,

The coordination of some vital matters of the Community were
left to the Councils, often without specific guidelines. For exam-
Ple, the Economic Consultative and Planning Council was
charged with the task of assisting the rational planning efforts
of the partner states throagh consultations (Article 23) but was
Not given the specific task of coordinating these efforts: let
alope focussing, as would be expected, on an East African
Development Plan; and in the event little was done by the Coun-
cil,

Other weaknesses, more or less of a political and ad-
Mministrative nature persisted.

Differentia] development levels were inherited and reinforced apd
Yound to attract more investments for the more developed. For in-

at independence Kenya had a railway station and workshop in




Nairobi which was larger in every respect than those in Tanzania and
Uganda combined. Was Kenya expected to demolish part of the station
to bring herself into line with the other two countries?

The contribution of the manufacturing sub-sector to the monetary

GDP at factory cost for instance rose from 4.7 per cent in 1963 to 7.6
per cent in 1967 for Tanzania, from 9.7 per cent to 10.9 for Uganda, and
12.9 per cent to 14.7 per cent for Kenya in the same period. These in-
creases, coupled by an unplanned Common Market,® led to increased
differential rates of industrialization, reflected in deficits in inter-state
trade in manufactures. Inn1962, Kenya had 76.4 per cent of all inter
territorial exports of manufactures, Uganda 20 per cent and
Tanganyika a tiny 3.6 per cent.?

Despite these imbalances (Uganda and Tanzania are among the
UNCTAD’s 25 least developed countries; and the latter, among Africa’s
16 least developed countries), Kenya did not appear willing to ‘mark

time’.
DECENTRALIZATION

The “distribution” of the Headquarters of the various organs (Tan-
zania: E.A.C. Headquarters and E.A. Harbours; Kenya: E.A. Railways
and E.AA. Airways; Uganda: E.A. Posts and Telecommunications, and
East African Development Bank) did not significantly change the old
pattern of sharing benefits. The Headquarters of the East African Post!
and Telecommunications, for example, moved to Kampala, but Nairobi
remained the “nerve centre” of the Corporation — with most of the in-
stallations and from where most purchases were made. The Harbours
Headquarters were established in Dar es Salaam, but Kenya
unilaterally installed a Deputy Director — General in Mombasa who en-
croached on the power of the Headquarters. Kenya (perhaps ‘aided’ by
the disparity — Mombasa served about twice as many ships as Dar es
Salaam, employed about half of the 12,000 dockworkers in 1971 and its
tonnage was 6,350,000 as against Dar es Salaam’s 2,790,000 -) spent
lots of East African Harbours Corporation money on buying the most
expensive equipment exclusively for Mombasa port. Whether the tran-
sfer of the Community General Fund Services (GFS) officials from
Nairobi to Arusha did, for example, significantly increase the demand
for local products in Arusha is subject to further research work.

Theoretically, the Corporations were East African property
whenever they happened to be located. But certain tendencies, e.g. the
1973:- 75 transfer of funds crisis, would indicate that theory and prac-
tice were at variance. To paraphrase President Nyerere:

When we disagree — even on matters quite outside the Treaty — it i8
sometimes tempting to use the accidental location of jointly owned East

African property, or the necessity for unanimous agreement on Community

matters, as a bargaining counter, or a pressure point.!?

Nor was the decentralization of the Railways effected as .fully as en-
isaged in the Treaty which provided for “strong and functionally com-
- able Regional Railway Headquarters, including revenue and ac-
F.’a:nting services” in the capital cities, which was belatedly taken up
:voith the aid of Canadian consultants following the 1973 crisis in the
tion.
CorpSI; interesting “decentralization” (dissolution) was the breakup of
the East African Income Tax Department (Ref. Income ’I:ax
Management (Disapplicaiton) Bill, 1973) the backgrpund of which
illustrates many of the themes in this paper. Tanzania was eager .to
have a more progressive tax system, exemplified in the Income Ta.x Bill
(1973) in which privileges to the elite such as marriage and children
allowances were abolished, while Kenya desired to offer more attracti.ve
terms to foreign capital (and partly because her share of total monies
deducted to run the General Fund Services was proportior.mlly much
bigger than either Uganda’s or Tanzania’s). Rather prophetically, Prof.
Senteza Kajubi (Ugandan MLA) saw the split as an omen for worse
things to come.!!

INTER—STATE TRADE

The importance of inter-state trade differs among the partner states.
In 1953-58, Kenya’s exports to the outside world increased by $13
million, sales to the rest of the Common Market by $7 million and gross
capital formation increased also by about $7 million, increased sales to
the partner states constituted about a quarter of the total.!? The
Raisman Commission estimated that “something like a third of Kenya’s
recent growth may have depended upon encreased sales, or the prospect
of increased sales, to the other two Territories”.!* In 1964, Kenya had a
favourable balance of inter-state trade amounting to 290.5 million,
whereas Uganda and Tanzania had trade deficits of 79.1 million and
211.4 million respectively. In 1967, inter-state trade amounted to 32.8
Per cent the value of Kenya's total domestic exports, and 16.3 per cent
and 4.9 per cent for Uganda and Tanzania’s exports respectively.!4
The launching of the Treaty in 1967 did not lead to a rapid
Vinerian interna] trade expansion; indeed in 1968 and 1969, it was
Imore or lesg static, and in fact less than the two immediate pre-Treaty

. years. Despite attempts to change this pattern, the percentage share of

the market continued to increase in favour of Kenya which,~in 1973,
had 74 per cent while Tanzania and Uganda had 16 per cent and 10 per
“ent respectively. In 1974, inter-state trade amounted to 1,259/-
'mﬂl_ion of which Kenya accounted for 966.7/- million. compared to Tan-
feon® (217.6/- million) and Uganda (75.5/- million).!® Uganida’s imports
0m Kenyg of goods subject to transfer tax more than doubled during
Kenya's negative external trade is mainly a result of the struc-
*€ and magnitude of her internal demand and production. Her enor-
U8 trade surplus in inter-state trade helped her offset her huge




deficits in her trade with the rest of the world. _

Was Kenya’s growth achieved at the expense of others? Would
Tanzania and Uganda have been better off without the Commor
Market or Kenya’s growth? Are there enterprises attracted to Kenya
which could have gone to Tanzania or/and Uganda? Have Tanzanis
and Uganda suffered through buying from Kenya instead of buying
from other countries? Has Kenya’s growth drawn existing enterprise
from the other territories?

The Raisman Commission was of the opinion that:

without the Common Market, many enterprises which have established
themselves in Kenya would probably not have done so, but it is even les
likely that they would have established themselves in either of the othe
territories.

There are very few instances of an actual shift of economic activit y
from the rest of the market into Kenya; the most striking is the movement
of a cigarette factory from Kampala in 1956.

But all “enjoyed rates of capital formation which, in relation to their in
comes are highly credible”. Tanzania and Uganda “have bought cer
tain Kenya goods (both manufactures and agricultural products) at
prices higher -than those which they could have bought them from
elsewhere, and this in itself involves an obvious loss”.!6 !

The transfer tax aside, no duty was imposed by the originating
country. However, because of existing laws, some products, e.g.
Uganda’s “waragi”, could not find access to the other partners without
permit; otherwise inter-state trade was at least in theory quite
liberalized.

INDUSTRIAL IMBLANCE.!?

Raisman’s fiscal Commission of 1961 stated categorically that the
benefit’s of the Common Market had been unequally distributed and
recommended an improvement through a distributable pool of revenue
on equal basis (after deducting half of the pool as an independent in-
come to the East African High Commission), a proposal which wa 3
rejected (for different reasons) by the partner states. Uganda and Tan-
zania wanted, not compensation (Scitovsky’s or otherwise), but more
economic and manufacturing activity.!8 ‘

With the failure of the Kampala Agreement of 1964, Tanzania im-
posed restrictions on certain imports from both partners and, later, all
the three agreed on a system of quotas for specified goods. With the in- |
dustries of the Kampala Agreement continuing to be duplicated with
much diseconomies, the East African Legislative Assembly (EALA) |
passed an Act in 1970, whereby licensing of some scheduled industries :

was to be done by the East African Licensing Council at the Community 4‘
level.??

Unfortunately, since most industries are “finishing touch”,'assem-
~ or “screw driver” industries with very high import content, high sur-
i Oleakage and little local value added, the Common Market did con-
plus te to opening up East Africa to much more effective exploitation by
t,Arlbg n capital. If industries were channelled through a central agency
Tl)rElgring greater cooperation than competition) “there would be”, to
1(:1)‘:/‘2‘ Peter Newman (Economic Advisor to the East African Common
qud

Gervices O rganization):

much less risk that foreign businessman,. by playing ?ff -ea.ch natipn’s
natural enxiety to industrialize rapidly against the other’s similar dgsxres,
would secure far greater concessions than are actually necessary to induce
them to start operation in East Africa.?

Suffice it to relate the importance of the industrial sector to the
economies of the partner-states. In 1967, manufactured goods ac-
counted for 5.8 per cent of the total value of Kenya’s overseas export:s,
8.9 per cent for Uganda and 17 per cent for Tanzania. Trade in
manufactured goods accounted for 46 per cent of the total value of
Uganda’s inter-state export, 50 per cent for Kenya and 35 per cent for
Tanzania in 1967. In relation to the total domestic exports, both over-
seas and inter-state, the manufactured goods accounted for 18 per cent
of the value of Tanzania’s exports, 23 per cent for Kenya and 15 per
cent for Uganda in 1967.2! In 1964, out of the total value of manufac-
tured goods exported from Kenya, some 80.2 per cent were transferred
to the partner states, for Uganda the percentage was 32.9 per cent and
for Tanzania 19.2 per cent. By the end of 1967, these proportions had
altered mainly as a result of trade restrictions to 75.1 per cent for
Kenya, 47.3 per cent for Uganda and 7.3 per cent for Tanzania.??

Kenya’s attraction of industries should not be under-estimated.
According to Sharkansky and Dresang:

Kenya is an attractive target for money. Outsiders rank it as an attractive
target with the highest ‘absorptive capacity’. This reputation stems from
its relative wealth and the skills and markets which enable it to mgke
profitable use of new funds — it offers Western-oriented African capitalism
in contrast to Tanzania’s overtly socialist path to development.??

Studies had been made by the Common Market, aided by
- IDO,with g view to rationalize, amongst others, the textile, tyres,
bicycles, etc. industries for which there was wasteful duplication and
Overcapacity. A policy of developing on East African basis a selected
P“mber of industries requiring the entire East African market and with
ACtual’ and ‘potential’ gains feasible could have been an answer to the
. dustria] imbalance problem, and hopefully a challenge to foreign
ODipolies penetration and an ‘insurance’ against the Community
Steak-up,
L Uncoordinated industrial development led to duplications,
“8liocation of resources, in-built inefficiency behind high protective




L
tariff walls, preference for import substitution industries rat he
resource-based industries, etc.2* Coordinated industrial deve o
could have taken the following forms: (a) joint ownership of
national projects (b) market-sharing agreements, pre
specialization and selective protection. Feasibility studies anp
marking of three large capital-intensive industries (namely, irg
steel, chemicals and automobile assembly) which could operate
category (a) was made, but the actual launching of the project
plagued by Kenyan petty bourgeois nationalism vis-a-vis cost;
benefits-sharing criteria, the location of industries, etc. The EE(
mon (despite its capitalist framework) ownership of iron and stee
plexes and her European Atomic Energy Community (EUROTO}
lessons to offer in this regard. It even would have been mor
propriate to have each country receive a list of “Community »' grce investments. ¢
and develop them either on behalf of the Community or on il' Of the 17 projects approved. b)_' lgzoih:aei? s:f:fuz;m;u::ﬁ??i
behalf.  President Nyerere, in an address to the East A @ssembly and dfour dpf:) orc‘::igli.’nig ges with agriculture, forestry,
Legislative Assembly (EALA) in February 1972, favoured the d t’c‘ b;g;‘:‘:;e ?il:xancing AR R Ll gy B bl
alosranyee 4 - cetioﬁ transport etc. did not fall under the umbrella of the
T : : " ‘.V, oper;lti()n, apparently being presumed to be in t.he realm of
Industries °,f equgl value coulq be found and allocated one to each . tions. We could add that perhaps just as important as
ner state, doing this as often as it becomes possible to consider local pr ;" PRI 4 . ts to projects is its ability to
tion of this kind of manufacturing ....Each industry would be owned 3ank’s own ﬁnancml. commltmgn s to P. ) ok A Jits
the state concerned, and under national control, and in accordance perate funds by attracting other interests in the projects an
each nation’s economic philosophy, but its products would be mark gible coordination and rationalization roles. . by
freely throughout the three territories.’s Although agriculture is the backbone of economic activity in Egst
ea, it is mentioned only marginally in the Treaty where just the in-
fion to seek a common agricultural policy is noted. If the huge foqd
p rts of 1973-75 (about 1,200/- million for Tanzania in 1?73/74) is
thing to go by. agriculture should be a key economic actiV}ty for the
The Treaty was very inexplicit vis-a-vis agriculture: it was not
plicit on the aim and extent of cooperation (it just stated intentlons.),
plit was not clear whether the end in view was free trade in
Culture or structural change. When it mentioned agricu]ture{ it
aly referred to agricultural policy harmonization and trade, which
em rather remotely abstract. Although the Treaty did .DOt
i€ally refer to the agricultural imbalance in East Africa, Article
dmplication, recognized agricultural inequality between the part-
68, and the fact that if the less developed partners were not
LO deve]op their agricultural potential, then their market would
€ a preserve of Kenya. 1
Ould these imbalances in agriculture (Kenyan agriculture is more
need than that of Tanzania and Uganda) be used to offset the im-
in industry? This is as much dependent on the kind of indust.ry
® imputs used. If agricultural raw material-based industries
¥eloped, this would be more likely. The EEC’s regional policy to
i8tressed areas” could have been emulated by the Community,
funds preferably from a special division of the EADB could be

some of the crucial physical infrastructure, eg. tran-
Ld have speeded the pace of integration of our
round for the industrial development of the future
trade barriers).

pich there wgs‘;lgnzel 3’(1)2, and despite the statutory limits, of the
etween 1995 S0 10,315,000/ million, about Shs. 46.5/-

mmltmem's 34 per cent, had been invested in Uganda; and
1 : reprfﬁ?::;lrgxd Shs. 35.2/- million, representing 40 per cent and
& - mhad been invested in Tanzania and Kenya respetctiv.e.ly. The
’ scent.f imbalances in this regard, presupposed the availability and
}‘. O dl the positive response by government ministries, devel.op-
. striltutioﬁs, eg. banks, to ensure sufficient f'!qw of Prpject
. to sell to the Bank and the capacity to mobilize additional

f instance
hich woul
mies and lald g

8

Kenya, even in the Treaty Review Commission, did not move a
allow measures which would have redressed the industrial imbala:

THE EAST AFRICAN DEVELOPMENT BANK.

The EADB was intended to assist industrial development in the w
of East Africa, but with a bias in favour of the less indust L
developed Tanzania and Uganda in its loan offers, for, while each pé

ner state made an equal contribution to its funds, Article 13(c) provid

that in the five year period following its inception, only 22!/2 per cent

Investments should go to Kenya, while Uganda and Tanzania receiv
38%4 per cent each.?6 -

The Bank’s operating principle was principally to finan
economically viable and technically feasible industrial projects wi
Cost-Benefit analysis as a key investment criterion. Theoretically
least, the bias in favour of the less privileged in loan offers was a ste
forward, but the problem was the meagreness of the funds. Wha{%
240/- million (or even 400/ million) (initially) for the industri
development of the whole of East Africa? Nor did the Bank achieve i
supplementary role of financing projects “designed to make th
economies of the partner states increasingly complementary in the i
dustrial field”. With the stress on manufacturing, industry did not ir
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provided to carry out feasibility studies on areas suitable for differ -.u.;
crops, and furthermore, carry out certain concrete agricultural project
at an East African level.

TRANSFER TAX

The Vinerian approach to economic integration practiced in the
developed world — implying stress on abolition of trade barrie f
facilitated competition, etc - has left much to be desired when put
test in the less developed countries because of lack of sufficient interna
capital formation and, therefore, heavy dependency on foreign capita
poor infrastructure, lack of both actual and potential complimentarity
differential levels of economic development, different political an
ideological orientations, etc. In the case of East Africa, rather thar
complete trade liberalization, some kind of guarded protectionism i
the form of the transfer tax was introduced to raise Tanzania’s com
petitiveness and to some extent Uganda’s, both of which are not able
cempete with Kenya where industrial production is relatively mo
established.

Transfer taxes could be imposed only if a partner states was i
deficit in manufactured goods with the other partners. Kenya
therefore, did not qualify for this “privilege”. Transfer taxes were im
posed only on manufactured goods a country was producing or woule
produce within three months on a significant scale, i.e. 15 per cent of it
domestic needs or a value of output of 100,000. The rate of the tran:
sfer tax was on the discretion of the tax-imposing country, but it coulé
not exceed 50 per cent of the external tariff on that commodity (the
Community maintained a common customs and excise tariff), and ex
pired, unless earlier revoked, eight years after the date it was first im-
posed. 1

Thus the transfer tax was conceived as a temporary device and i
working was due for review after five years, and all unexpired taxe
would be revoked 15 years after its launching. If a protected indust
managed to export 30 per cent of its total sales to the rest of East
Africa, then the transfer tax would be removed. The argument for thi
regulation was presumably that an industry able to produce that muck
was already protected (or competitive). In such a situation, the most ef
ficient units would expand, coupled by diversification for the less ef*
ficient, the pre-requisite being, of course, non-imposition of new tradf
restrictions through their state Trading Corporations or other
arrangements. The transfer tax was supposed to be the only restrictio ¢
on inter-community trade — but some infant industry protection was
also allowed for new industries with small output.

The aim, in a nutshell, was to encourage (location of) industries in
the protected market since imports in such a market would be more e
pensive and, in addition, such industries would be sure of a market of at
least two countries, if not three; and hopefully this would not cause im-.

’ :

demands from the partner states to be directed to non-East
. (an sources. Although the transfer tax represented a slight d'epar-
Amtrrmﬂ free “internal” trade, it was not supposed and (according to

or

pure n Market spokesmen) “has not interfered with the free flow of
Cm?mo d is therefore behaving as envisaged by the signatories of the
tr“’““ f{-'n:' Far from introducing “other restrictions” on inter-state
;rr:”,w[he Treaty under Article 12 provided for the removal of some

estrictions previously in force. Indeed, Article 16 provided a further

-rn;;-rm,we to the flow of trade by recognizing that practices such as
:iis\-mnmatory purchasing, eg. giving preference t.;o foreign goods when
guitable goods of East African origin were available on comparab!e
terms, were incompatible with the Treaty. Although under this
arrangement certain Kenyan goods were subject to transfer tax in both
Uganda and Tanzania and to a lesser extent Uganda’s in Tanzania, the
transfer tax was much less disruptive of inter-state trade than the pre-
Treaty quota and quantitative restrictions.

Inter-state trade on manufactures increased between 1967 and
1970, disapproving those who maintained that transfer taxes would
decrease inter-state trade in manufacturers. In absolute terms, the im-
balances in trade, especially Kenya's surplus vis-a-vis Tanzania and
Uganda, were larger in 1970 than in 1967; while Uganda’s surplus with
Tanzania changed to a deficit (and this not necessarily because of the
transfer tax, but of other factors). Uganda’s transfers fell because she
relied on too few products, the main one—cotton fabrics—was severely
restricted in Tanzanian markets and, to some extent, there was in-

- treased production capacity in Kenya. Indeed, in the aftermath of the

coup, Uganda directed most of her exports to countries out-side East
Africa to finance the “Economic War”, including, and especially, the
Procurement of military hardware.

The transfer tax had on the whole not hindered trade in East
Africa. It is a different matter, however, whether it helped to correct

L industrial imbalance among the partner states. A Community seminar

held at Makerere University, Kampala in June 1972, was of the opinion
?hat although the transfer tax had not adversely affected the volume of
inter-state trade, it had “not achieved its primary goal of promoting
leéW industria] development in those partner states which are less in-
M8trially developed” 28
~ Why has the transfer tax failed to achieve its primary objective?
o - ahve Seen its many pre-conditions and complications. The aim of
Metransfer tax wag to foster production in Tanzania and Uganda, but
as'not designed, so it appears, to greatly influence the allocation of
4 Industries in those less privileged partners. Rather, it
_ h°1°8ically fostered the proliferation of numerous small and
“4m-sized industrial units which operated at comperatively high
' and geared, not to some sort of complimentarity within the Com-
Market, but to national self-sufficiency. The aim, it seems, was to
¢ Production ‘that was already in existence in Tanzania and




Uganda’s it did not seem to foster new large scale industrial location ir
the less privileged countries in which it would be unprofitable to stan
out a second on in East Africa. If, for example a completely new planf
was established in Kenya then neither Uganda nor Tanzania would b
able to impose a transfer tax against its products, for the tax was im
posable only if the commodity was being produced or was about to by
produced to a large extent in the tax-imposing country. This raises thi
question ofnwhether the tax was so inducive, or whether the gituation
was such that even in its absence Kenya would manufacture sucl
goods. Industrial allocation is related to who owns the industry ang
hence, in most cases, it is beyond the control of the terms ofnthe Trea B
— more so since Kenya favours multinational corporations while th
other two states are less enthusiastic.

Hence the need to find out, for example, whether Tanzania dic
establish industries for those goods which fell under the transfer tax; te
see whether in Kenya and Uganda such industries suffered or wheth o]
they continued to prosper, and check exactly whether there are som
industries which have rose up because of the tax; if it had not dony
some of these things, then it should have been abolished unless Tan
zania and Uganda held it for revenue purposes.??

Unfortunately, even the revenue accruing from this source wai
perhaps not commensurate with Kenya’s protests over transfer taxes.
Net transfer tax collection amounted to Shs. 17/- million in 1970, an in
crease of 36 per cent to over the 1969 total; Tanzania’s collections ro <]
by over 7 per cent to Shs. 10.4/- million. We submit that despite its
shortcomings, the tax gave the less industrialized some advantage (a
least money-wise) which would not have been there, had the tax beer
non-existent. Unfortunately, this little money was not used in aidin
industrialization; rather, it went to the Treasury as Governmen
finance. Only 1975/76 did Tanzania establish a special Developmen
Fund, financed by revenue from the transfer tax and manned by th
Tanzania Investment Bank.3°

. _ontives. More disheartening was the misinterpretation of the Treaty.
mu‘_ Uganda and Tanzania had interpreted “harmonization” of fiscal
BJ ';ves to mean giving preferential terms to potential investors in
”h, ; Hiown countries so as to rectify the past imbalance against them,
th:lr-.-m Kenya had equated “harmonization” with “uniformity” of
w“'\“.;u;on in the three countries with respect of fiscal incentives,

}:‘f S ing fully well that such a system would give Kenya an edge over

the others! | . :
1970, the Community established a Working Party on
Pos gu'n;mes for Closer Harmonizatiop of Monetary/Figcal and
Payments Policies within the EAC.%! In its report, the.Workmg Paxl'ty
noted that the Partner States exchange control system in respec? to in-
ternational transactions was basically similar but dlff(?red in ap-
plication to Kenya as the msot liberal, while the others subjected inter-
state payments to stringent exchax}ge control. It singled out factm"s
which had prevented a smoother flow of trade: bureaucra.t.xc
procedures, trade credits, contractual commitments and state Fradmg
confinements. Of interest here is the Working Party’s conclusions on
the last two items, especially in consideration of earlier complaints
more or less directed at Tanzania.
On contractual commitments, they stated:
The examination of contractual commitments was limited to the TAZARA
Agreement, being the largest and most discussed area of trade and aid in
the Community. On the whole, the Agreement conflicts little with inter-
state trade because most what is imported from China is not available for
: trade within the Community. It was estimated that between 1970 and
- 1971, the change in level of potential trade within the Community on ac-
- count of products imported from China but also produced in East Africa was
no more than Shs. 18.2/- million. On the whole, the Commodity Credit
Agreement may not be considered as a short-run threat to the functioning
of the Common Market, and in the longer run, the completion of the railway
will be of significant benefit ‘to all three Partner states, as East African
trade with Zambia will incréase.’

On state trading confinements they concluded:

i Sta’tistical analysis has indicated that state Trading confinement is not as

if’.mus an impediment to the smooth functioning of the Common Market as
o B8 often believed. There are & certain number of products which have
: ,lmefi in inter-state trade and for which some protective or external im-
o orientation may have developed, but the evidence is not conclusive to
€ extent that the Corporations can be blamed for violating the spirit or
RWIe of the Treaty.’

HARMONIZATION OF FISCAL AND MONETARY INCENTIVES(

A pre-requisite for a Common Market with free flow of funds |
definitely the existence of harmonious tax and fiscal policies. Th
Treaty envisaged this and enjoined the partner states to try to har
monize such policies. Economic and fiscal incentives were (and are) ye
to be harmonized. { e

Harmonization of fiscal incentives vis-a-vis the transfer tax in ”"L FINANCIAL IMBALANCES IN THE EAC CORPORATIONS AND
dustries, for instance, would have involved giving incentives as well ¢ & GENERAL FUND SERVICES
enterprises which wanted to avoid transfer taxes to invest in Tanzani )
and would expect such investors to come since Kenya would not b
allowed to impose transfer taxes: but that is only true if Kenya did no
give other incentives which Tanzania did not give. Thus there was need
to have some common incentives structure and /or to harmonize suc h

[® Were severa] ways in which the Corporations contributed to local
Activity: (a) differential tariffs (less on exports and more on
etc.) to boost the economies, (b) differential rates on the




domestic market-carrying certain commodities below their real cog
(c) the in-built taper principle (especially for the Railways) (d) capit
formation (e) employment generation (f) foreign exchange earning (
economies of scale (greater in the transport and communications sec
due to the large size of the units involved). i
The Railways offered alternative transportation of low-rated cor
modities which could have been uneconomical for road transport
carry. Passenger fares on the Railways (even its buses) were belo
profit margin. There were several lines (seven in the early 1970s) r ]
ning with deficits but operated because these were spread over the e
tire system, and/or subsidized. With individual transport systems, th
long-haulage would bear higher cost if fixed and variable costs were {
be fully recovered.’ :
In a nutshell, the E.A.C. was unable to effectively regulate the traj
sport system in East Africa, and decisions taken at national lew
sometimes impinged on the railways (and other Corporations) join
service. The “differential tariff”, for example, was weakened by roa
competition; just as the Mombasa-Nairobi pipeline had an adverse e
fect on the business of the Railways. For, although in the final yeal
each Region was responsible for its own financial performance, the
were required to submit funds in excess of operational costs to t
Nairobi Headquarters.?
' There have been complaints that railway engines that had bee
declared scrap in Kenya were sent for use in Tanzania; that Railwg
authorities always looked first at Kenya (eg. in the provision of diesi
locomotives, which were for many years a preserve of the Mombas
Nairobi line). There was also the “over-development” of the railways i
Kenya (at one time even the feasibility of electrifying the Nairobi
Mombasa line was being envisaged).’®* Nor were such complaing
limited to the Railways. The Harbours Corporation exhibited mue
inherited (and reinforced) inequality. Despite Dar es Salaam’s growt
especially following Rhodesia’s UDI and and the increased traffic ¢
Zambia, Mombasa still handled more traffic than all Tanzanian coast
ports combined together in 1973 (Dar es Salaam: 3,214,000 tons, Tang
280,000 tons, Mtwara: 170,000 tons; as against Mombasa’s 6,724,00
tons), and this of necessity affected investments (relatively) in favour @
Kenya. This unequal access to benefits was sometimes open an
deliberate. Witness Kenya’'s unauthorized withdrawal of the cot
poration’s funds at Mombasa. 3’ ‘
Unlike the Railways, the East African Airways did not subsidiz
traffic as such; but the airline undertook certain domestic flights who }
route profitability might not have been necessarily attractive. "
E.AA. Act provided for the operation of scheduled services within .
Africa (operated whether there was full or partial load). In the opiniol
of Kenya, Tanzania benefited more from this subsidization in that !

was a larger country and operated internal routes which were no
economical.

i i nzania and Uganda, whether from domestic
s IIItQZ:ZIrSil;:(:sl,an;as not necessarigly spent in those Regions, but
nternﬂNlaimbi to offset Headquarters expenditure, training and
" " maintenance which were concentrated there. In other words,
wor”hopk the revenue, knocked off operating expenditures, and capital
ify-o . toz' s (none of significance in the 1970s except putting up ter-
un.aert% mlgar es Salaam and Kampala), the rest was transferred (at
;:u;fl;elfzre the transfer of funds crisis) to Nairobi to meet E.A.A. com-
lea

or i

mitn';‘?et;‘.ast African Airways earned more from international flights

taking off from Tanzania than they sp_ent in the count.ry. Whethelr in-
ter-territorial subsidization was at par is an open quesfxon, ‘but a closer
look at the movement of funds indicated that Kenya might in fact have
b?nefited more. Kenya got a lot of indirect benefits. To take one exam-
ﬂe the E.A.A. international flights were proﬁtabl? ’and tended to boost
mu,rism from which Kenya benefited at 'Ijanzafnas expense. ‘
Indeed, there were indicatiens, especially in ear_ly. 1969 and. in
1972, of powerful magnates among the local bourgeoisie and‘forelgn
capitalists in Kenya pressurizing the Ker'xya Govermf‘nent. to w:th.dr_aw
from the East African Airways and establish l.xer own patlonal al.rhne
8 a sectional challenge obstructed by the mterv.entlon of Pre.slde'nt
nyatta (with Mwalimu Nyerere’s influence) which could, as it did,
materialize at a later date.3® i
~ Like the Railways, the East African Posts and Telecomm}lnlf:atxgns
riffs were not established on a cost-oriented basis. The distribution
Was involved.® The EAP&T’s distribution of capital development ex-
pe diture, like the Harbours, did not take into account regional con-
tribution to gross earnings of the Corporations. At least before the tran-
8fer of funds crisis arose, the Headquarters would call for money frop
Whichever source had it and allocated it to whichever Region was in
deémand, with the result that there was a certain element of nnt.er-
W8rTitorial subsidization which was then absorbed into the entire
Bystem.
- The question of the phasing of the projects (for the sooner.the bet-
888 also important: allocations by EAP&T in rural trunk lines and
Ranges, for example, in the Corporation’s seven year Plan (1973-79)
T 188 follows: Kenya 3.6 per cent, Tanzania 35.6 per cent and Uganda
"t cent. The pattern of expenditure in the first two years
Pts) were: Kenya 43 per cent, Tanzania 40 per cent and. Uganda
r cent40

THE TRANSFER OF FUNDS CRISIS (1973—175)

® the transfer of funds problem started with the East African
Bye Corporation in 1973, the agreement, under Article 25 of.the
Was that all surplus funds not required by the Corporatlops
Temitted to Headquarters for Recurrent and Development Ex-




penditure. Then a stage was reached when Kenya thought that becay
they had revenue-generating Corporations within their territories, @
Harbours (Mombasa), E.A.A., EAP&T etc, they would lose if they se
out all this money. They decided to stop the transfers and Tanzania aj
Uganda retaliated. On the surface, the problem essentially involvy
foreign exchange. At the end of 1974, Kenya had a foreign exchan
deficit of Shs. 1,000/- million, and she claimed that she was using h
foreign exchange to run the E.A.C. corporations. Kenya then stopp
making remittances to the headquarters of the Corporation and sg
that unless there was a basic reason for the transfers, which
headquarters should justify, the funds should not be transferred.

Kenya might attribute her non-remittal of funds to Kampala
fears of reckless spending by the military authorities, for instance; k
neither did they send the funds on behalf of EAP&T to Crown Agents
London. The IBRD that had invested heavily in the Corporatia
pressed and a joint Finance and Communications Council meeting wi
held in Arusha in July 1974. The meeting devised the “pro-rata” fo
mula of transferring funds and provided for the remittance of fun
from the regions of the corporations to the headquarters in accordan
with the needs of such headquarters (salaries, loan servicing, foreig
obligations, etc.). The funds so transferred would be the surplus bala;
ces of each region, arrived at after deducting the monthly workin
balances and overhead costs of the regions. The corporations were su
posed to call for these surpluses in the ratio of the surpluses, so that th
region with more surpluses paid more to the corporation. After th
months, Kenya said the formula overtaxed her unduly! The foreign ex
change problem notwithstanding, ‘common ownership of the co
porations entailed that a region earning more ought to at least pé
more. :
The IBRD intervened again in January 1975, and the Mtei Cor
mittee*! was formed. It found that Kenya was not bearing much of th
costs of running the headquarters as she claimed, and in addition,
sef out the manner of sharing such costs.

The immediate reaction to the Mtei Report was vacillation (on th
part of Uganda and Tanzania) amidst insistence that if you get mort
pay more. Kenya stressed that in order to minimize the interstate trar
sfers, the activities of the headquarters should be scaled down. It wa
clear this was an attempt to fight for more and more decentralization
but with an ulterior motive as exemplified by her stand on futtfre finan
cing of the capital development programmes and external obligations €
the corporations which, Kenya argued, should be financed by th
Regions, and not the Headquarters as had hitherto been the case. This
was unacceptable to the other two partner-states: in the past, the E.A.C:
invested more in Kenya — the latter now wanted Tanzania for examp. e
to develop Dar es Salaam port alone while Mombasa was developed b
all the partner-states.

Was the root cause of the problem foreign echange really? If &

n assumed its own responsibility in external loal? servicing ‘for
i still pay foreign exchange, the only difference being
le, it would pay

e OLV it paid overseas straight instead of the headquarters. A
N ,::eal solution (which would ensure to some extent that a dishonest
- . ,
pl:rct"er did not receive the transferred funds and refusc.a to trax.lslfier h&:
P Jf) would have been transfers between corpcrations within e
g ns, eg. Harbours (Mombasa) would have transferred to the E.A.A.
;{eeg::iq\;artel's in Nairobi instead of transferring to the Harbours

i i te E.A.A. (Tanzania

dquarters in Dar es Salaam, and to reciproca :
;eaioqn) would transfer to the Harbours Headquarters in Dar es Salaam
,,fg go on. But with such an arrangement (assumi.ng such tr.ax.mfe.rs
were at par) we would not be running the corporations as eptx?les in
themselves. Indeed, once a departure was made from the principle of
the Region with more surplus paying more, even the non.-mfrplus
generating ones could be told to pay more (with the Treasuries’ sub-
idization perhaps)! -
F Then came the call, first by Kenya, of the need to review tl.le
Treaty, which was accepted by the Authority. Uganda and Tanzania
(the latter had been prepared to discuss the Mtei Report on the develop-
icing i d for a return to
ment programmes and loan servicing issues), now argue

the July 1974 pro-rata financing of the corporations transfer formu;a,
. and shelve everything else until a review of the whole Treaty wa§ made.
~ Kenya insisted that this review (of the mechani.sm of finan?mg the
w :}x'eadquarters) be done there and then on the basis of the Mtei l?eport
- (an obvious attempt to exploit the fact that the Mtei Report dlfl .not
~ touch such issues as the development programmes and loan servicing,
* for which Kenya wanted to go it alone!)4? Meanwhile, the corpor.atlons
- Were almost paralysed, with development programmes at standstill, ex-
cept where the region was still liquid, e.g. Harbours (Mombasa) _where
- the region had kept Shs. 120/- million in a ‘secret’ account whlle‘ the
Corporation as a whole was 80 much in the red that an East African

regio

~ Legislative Assembly Select Committee was appointed to probe the

matter, 2
The figures below illustrate many of the contentions made above
- and, in particular, expose as a lie the Kenyan claim of its carrying the
’ f‘ gn exchange burden of financing the corporations.4?

Net Results of Operations (Surplus (+), Deficit (-)

- Shillings Million).

GFS EAAC EAHC EARC EAP&T/EX TOTAL
1973 11293 _10545 +53.31 +3522 +150.93 +146.94
1974 11602 —78.32 +173.37 +29.07 +141.82 +281.96




gribution, and the Community’s investments in Kenya were more than in
pboth the other partners.45,

POLITICS, IDEOLOGY AND OTHER FACTORS

TANZANIA

1973 +9.12 +115.08 —38.50 +100.68 +82.09
1974 +6.23 +152.21 —3143 +116.89 +90.56

UGANDA

1973 +4.08 +100.26 —0.66 +53.95 —64.37
1974 +665 +13485 —0.56 +3858 —127.12

\In the decade or 80 sinc.:e_ the plet.ige for an East African Federation was
imade, the forces of disintegration have been on the ascendancy. So

‘divisi"e were the events of 1963-75 (and particularly the coup in
Uganda) that there is no doubt whatsoever that politically, East Africa
had by the mid-1970s moved very far apart than it was in the early
1960s.

Could the creation of a political federation minimize the problems
which faced the Community? Perhaps it could inject a feeling of
oneness which could help reduce Common Market problems. But
meaningful federations can only be constructed on the basis of a com-
mon ideology, and socialist ideology at that; otherwise there would
always be the danger to their very. stability and survival.

Is it possible to have a successful economic integration if all the
partners follow a capitalist policy? Under such conditions, a Common
Market could be feasible, but an “equal and independent” fully in-

tegrated Community is impossible — not even when backed up with
ederal arrangements. In the event of such an attempt, under
ljéapitalism, there would be a build up of pressure which would threaten
its very survival and East Africa itself already offers some evidence.
Nsekela, in his reflections on “The Economic Aspects of East
. African Federation”*® was of the opinion that even the pre-requisites
for federation were not there. And he listed them as: (a) a reasonabls
common ideological base between the partner states, implying a
broader measure of agreement on certain key issues such as the nature
and. causes of underdevelopment, the implications for social relations of
1Vﬁl'lous economic systems, etc. (b) the will and ability to confront
- Téglonal problems of distribution and minimize them.
~ The East African Legislative ‘Assembly Select Committee on East
African Federation, in its report in June 1975, mildly proposed that the
-NC be adopted as a nucleus for a federation and argued that the
P _‘¢1Dles of the Community be modified so as to give the Community
D form of statehood.
_ *he Treaty provisions were not necessarily the best possible, but
P88t acceptable solutions which the partner-states could endorse.
; was .tl'lerefore always room for improvement. Indeed, the Treaty
, * Provisions in various ways for its own improvement by way of
dm?nts‘ to existing provisions (Article 94), or by way of review of
r"."__.‘“ 'nstitutions such as the Transfer Tax (Article 20.16) and the
™ li licensing system (implied in Article 23.2). The crucial thing
~~ Perhaps the direction of change. Amendements without far-
‘8 St_ructural changes would not create the desired thing-what
U “", in his pioneering work on the issue, termed “an equal
*Pendent East African Common Market” — a Community in-

TOTAL

1973 +26.13 +109.89 +14.15 +189.85 +168.65
1974 +27.90 +208.74 +141.38 +184.54 +105.26

+508.6
+667,

Notes: (a) Based on difference between Gross Operating Revenue and Gre
Operating Expenditure. |
(b) Headquarters figures are included in the Region where they ai
located. :
Source: Mtei Committee Report op. cit.

DIFFERENTIAL CONTRIBUTION BY THE PARTNER STATES:

After the abolition of the Income Taxz Department, a differential interi
formula was used for the financing of the GFS, i.e. Kenya 48 per cen
Tanzania 32 per cent and Uganda 20 per' cent. Available data she
that of the Shs. 518.6 million surplus realized by the E.A.C. Cc
porations in 1973, Shs. 284.5/- million or 55 per cent was realized fro
operations in the Tanzania region. The corresponding figures for Ken;
and Uganda were Shs.Y85/- million (36 per cent) and Shs. 47.6/- milli
(9 per cent) respectively. In 1974, Shs. 286.8/- million or 51 per ce
surplus was the contribution of the Tanzania region to the total surp
of Shs. 756.6/- million. '

Tanzania’s Finance Minister, put it in a better perspective in k
1975/76 Budget speech: '

Comparing revenue and surplus generated in 1974, it can be observed ti
for every Shs. 100/- of revenue from Community operations in Kenya, S
75/- is swallowed by expenditure. For the operation in Uganda, expenditt
absorbed 88/- out of every Shs. 100/- of revenue. In other words, although
per cent of total Community surplus is generated in Tanzania, the
penditure in Tanzania is only 21 per cent of her total expenditure and
per cent in Uganda.*¢ .
What is certain is that Kenya received more than she contributed.
quote Silas Munabi (Ugandan), then E.A.C. Deputy Minister f
Common Market and Economic Affairs: L

..although Kenya contributed more to the Funds of the GFS, the Co!
munity’s expenditure in Kenya had, all along been more than Kenya'’s cO!




dependent of foreign monopoly capital and its accomplices — ;
national bourgeoisie, and equal in the sense of equitable sharing of ¢
fruits of the Community. ‘

It is fitting to refer to Prof. Yash Tandon’s rather prophe
question in 1973 on the Community: “Is the Survival of the Communi
at Stake?”*® Tandon argued that the survival of the Communi
despite the Uganda-Tanzania post-coup alienation, should not be ts K
as a raison d'etre for the co-existence between the doctrine of bilater
conflict and multilateral cooperation. He contended that the Co;
munity survived (in the most literal sense of the word, at that stag
because of the special circumstances concerning Uganda-Tanzar
relations (low linkage by way of transport and communications, trag
etc.) and that, should there be (as it did) an occasion of conflict be
ween Kenya and her partner(s), neither the Community nor the dg
trine had much hope of survival.

Much more significant than this was perhaps the damage caused

the long-run designs of the Community as laid down in the Treaty. 1
quote Tandon: b

Jevels, an attempt to make different economic systemg co-exist
A C. e ;”fects which, as things turned out, was impossible.
ey 111-? the e’ffects of the E.A.C., given its “demonstration effects”

Wha(; (:/elopment of socialist institutions in Tanzania? Several
gn the ;i hlighted in the paper exist, and so one cannot quite agree
| rOblem?f i‘“ conclusion that the Treaty would not inhibit Tanzanian
thh Yz-i esy towards a socialist society; or with the contention
fhl:vrvit;:: that the EADB would assist Tanzania attain her socialist ob-
;jef:tlg}egfuh 53 taking a strictly anti-neo-colonialist position in the debate
! th: Co'mmunity and the wider issues of .development fmd sglf—
I’ on]ja nce in the three countries, unfolds three major causes of dlf.ﬁcul‘tles

in bringing about economic integration in the LDCs, nam.e]y a.L historical
Peause, the choice of path of.development and the dommatxx?g x"ol(‘e of
“foreign monopolies. He explains that as_ a result, the mar-ket is limited
"due to a poor transport system, the deminance of the.subsmtance sector
L and the fact that income is skewedly distribut.ed w1t.h tlTe result tbat
really effective market is concentrated in a tiny minority of thg in-
telligensia and the petty bourgeosie. He makes three recommendatlor.m:
(@) nationalization of the key industries in the whole of East Africa
~ and participation of the states in such a way that they can make
: key decisions.

(b) the East African states should follow a socialist path of develop-
ment.

there should be co-ordinated planning and especially a coordinated
® " industrial strategy.

While the attainment of these proposals could be mere wishful thinking
‘as the Federation appears now, their importance cannot be un-
derestimated. Meanwhile, these countries ought to opt for the second-
best alternative and work out some kind of economic integration within

4 : i ¢ , ~ 1€ Constraints noted above. And one would stress the need to arouse
that tho demise pf they ‘Suforindt” Uganda-Tanzania alliance had cot the political consciousness of the people and to intensify “class

siderably strerigthened Kenya’s hand in these competitive negotiation Struggle” as 4 pre-requisite for a stable, independent and equal
Dresang and Sharkansky, in the work quoted earlier, used the great Economic Community

investment allocations for Kenya by the different corporations to s ! While Tanzania could form another Community (already there is

stantiate this argument. lose economic Cooperation with Zambia and Mozambique) with her
One must take exception to some of these contentions, for much ¢ outhern relatively more progressive neighbours — Tanzania is 8 mem-

this trend would have been there, coup or no coup, as it was before 19 1 i the Southern Africa Development Coordination Council
Indeed, in practice, even at the height of the tension between Tanzs & e Kenya willinow be exploited more by the multinational
and Uganda, there was g lot of cooperation in the councils .and.othl ,‘H 'tion\s (especially those of the EEC block) who, it seems, have
organs of the Community between Uganda and Tanzania, in Al elcomed
“alliance” of the least privileged.*® . \ . alists in Kenya seem to think that Kenya is “developed” enough
The adoption of the Treaty did not remove the differences in at B at par with EEC Block’s NMCs rather than pin hopes on neigh-
titudes (of mind, to say the least) to socialism and capitalism, to tk B African countries, At any rate, the break of the E.A.C. will give
great socialist and capitalist powers, to the non-citizens, to th ident buginegs tycoons an opportunity to fill some, if not all, of

organization of economic life in the town and countryside, etc. T Mum left by the demise of these “socialized” E.A.C. enterprises,
Treaty offered the possibility of taking common economic decisions & B, with foreign participation.

The Treaty presumes, although it does not say 80 in 8o many words, a t
tical a]liance_between Uganda and Tanzania in the rectification of
historical imbalance against them, and it is the basis of this aliance th
has been destroyed, I think, (permanently) by the Uganda-Tanzar
hostility of 1971-72.49

Tandon was of the opinion that many of inter-state squabbles referre
were areas where if the UPC Government was still in power, Tanzan
and Uganda might have joined hands at twisting Kenya’s arms, ;
despite the guidelines set for operations of things like the transfer ta;
the EADB, the Corporations, etc., in reality the decisions were subject
competitive negotiation between the member states. Tandon argu

Or were indifferent to the EAC collapse. Influencial in-

48
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FOOTNOTES One of the issues often raised is whether the index of trade in manufac-
e o

o ; ropriate guide to industrial imbalance. F.J. Ejow in
tured ‘oo‘i,,’E:D?a:gpmepIndustrial Development of East Africa” disagrees and

As Mwalimu Nyerere saw it: “Whatever protestations were made by ¢ his work, the partner states will become industrially alike not when

Colonial Secretary to the contrary, we were certain then and are still ¢ argues that | 1 outputs are equal, but when the relative importance of the

tain today that the proposed East African Assembly was a step towards ¢ e mhdustn?oro:) l:heir economies are similar. A common problem in such

final amalgamation or federation, in one form or other, of the East Afrig industrial sec 1d be the availability, the reliability and comparability of

territories. All the Africans and all the Indians were opposed to a clo; an QPP‘TO“.‘:h :‘;:;u threee East African ;tates.

Union, mainly on the ground that such a Union with Kenya would make f statistics ;{n o o and F.J. Ejow, “Industrial Strategy for EAC: Retrospect

Kenya White Settlers dominate. All the affairs of East Africa”. “The Ré See A.D. mt:s"lin The Uganda Economic Journal, Vol. 1, No. 2, December

Problem in East Africa” in Freedom and Unity, Oxford University Press, 1 9 .;ngroapec

p. 24 In his reflections on the subject, Oginga Odinga, the former 1972. ) . . . , cott iece goods

President of Kenya, is affirmative: “In the colonial era, Federation woi The scheduled u;ldust;l:i vlv(fxli-iw(:a :e)::}:lsle(;ori‘::ey gaol:ds(;o (i?)nsr:;eel dgru i

have meant tigher control over the African people of the three territor and blankets ot('e!; sl ol (rr;etal o N S o R WS

and the extension to Uganda and Tanganyika of Kenya's most‘virulent for (iii) glass w)ax(‘e) levnamel hollow-ware, (vi) caustic soda.

of se2t’t715er domination and racialism”. Not Yet Uhuru, London Heinemann, 1 E ;r:ivrf:z:‘e;et:r: “East African Economic Growth”, East African Joumal,
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