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The Plain fact is the world is too big and the individual nat ion is 
small. Regional groupings are a natural occurrence. 

—Anony i . . 
The spread effects (sometimes called the spill-over effects) of eui 
dustrial izing Kenya to her less developed neighbours however, tended 
strengthen the satellite-periphery-centre relationship. 

— J.F. Rweyer.. 
I t is easier to negotiate i f there is i n each partner state a clear de 
minat ion to pursue Africa's polit ical objective of complete independe-

— M w a l i m u Nyere 

I N T R O D U C T I O N 

One o f t h e p r o b l e m s f a c i n g t h e deve lop ing c o u n t r i e s is heavy d e p ^ 
dency ( t e chno log i ca l , f i n a n c i a l , m a r k e t s , e n t r e p r e n e u r i a l , etc.) on t i n 
i n d u s t r i a l i z e d w o r l d a r i s i n g i n p a n f r o m a l i m i t e d i n t e r n a l m a r k e t , l i t* , 
t i e , i f a n y , s izeable i n d u s t r i a h z a t i o n , l o w b a r g a i n i n g power, etc . 

One o f t h e opt ions out o f t h i s p r e d i c a m e n t has been r e g i o n a l 
economic i n t e g r a t i o n . T h e r e s u l t a n t C o m m o n M a r k e t s between p a r t ­
ner - s ta tes w i t h g e o g r a p h i c a l p r o x i m i t y , b u t d i f f e r i n g levels o f economics 
deve lopment , n o t to m e n t i o n s t r u c t u r a l a n d ideo logica l di f ferences, ; 
have b r o u g h t d i s t r i b u t i o n a l p rob lems o f benef i ts , w i t h t h e Hon's share) 
a c c r u i n g to t h e p a r t n e r able to a t t r a c t m o r e i n v e s t m e n t s , i .e . w i t h 
g r e a t e r economies of scale, b o t h i n t e r n a l a n d e x t e r n a l ; b e t t e r i n ­
f r a s t r u c t u r e b o t h p h y s i c a l a n d social ; a h i g h e r level o f i n d u s t r i a l 
g r o w t h , etc . 

S u c h was t h e case w i t h t h e now d e f u n c t East A f r i c a n C o m m i m i t y 
(E.A.C. ) . T h e u n e q u a l s h a r i n g o f bene f i t s w e r e a p p a r e n t i n b o t h t h e 
E a s t A f r i c a n C o m m u n i t y predecessors — t h e E a s t A f r i c a n H i g h Com­
m i s s i o n a n d t h e E a s t A f r i c a n C o m m o n Services O r g a n i s a t i o n , as t h e 
v a r i o u s Reports — t h e E a s t A f r i c a n R o y a l C o m m i s s i o n (1947) , t h e 
R a i s m a n C o m m i s s i o n (1961) a n d t h e P h i l l i p s C o m m i s s i o n (1967) 
t e s t i f i e d . 

T h e K a m p a l a A g r e e m e n t o f 1964 ( w h i c h was never i m p l e m e n t e d ) 
a n d t h e T r e a t y for E a s t A f r i c a n Cooperat i on (1967) were d i r e c t ed a t 
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K some o f these i m b a l a n c e s . Desp i te t h e 1967 T r e a t y a n d i t s 
- ^ ^ j . r edress ing t h e imba lances , t h e d i s s a t i s f a c t i o n a m o n g t h e 
devices g ^ ^ g c o n t i n u e d , a n d reached a c r i s i s s i t u a t i o n i n t h e m i d 
^*'^^"ties w i t h u n i l a t e r a l b r e a k o f i t s prov i s i ons , a n a t t e m p t at i ts 
^y^eV, a n d i t s sudden collapse i n m i d 1977. 

P R E - C O M M U N I T Y D A Y S 

The East A f r i c a n C o m m u n i t y predecessors were c o o r d i n a t e d f r o m 
N a i r o b i a n d t h e G o v e r n o r o f K e n y a c h a i r e d t h e G o v e r n o r s ' Conference 
and made decisions o n b e h a l f o f L o n d o n a n d t h e G o v e r n o r s . Su f f i ce i t 
to po int ou t t h a t t h e closer U n i o n o f K e n y a , T a n g a n y i k a a n d U g a n d a 
w h i c h the ( K e n y a ) se t t l e r s s t r i v e d f o r was one w h i c h t h e y w o u l d 
dominate , ( r e m i n i s c e n t o f t h e now d e f u n c t S a l i s b u r y - d o m i n a t e d C e n t r a l 
A f r i c a n F e d e r a t i o n ) a n d t h i s was adverse ly rece ived espec ia l ly i n 
T a n g a n y i k a . ' A f t e r independence , as i n t e r n a t i o n a l l y she s trove t o 
b u i l d as s e l f - r e l i a n t economy, T a n z a n i a cha l l enged Kenya ' s d o m i n a n c e 
i n t h e a f fa i r s of t h e C o m m o n M a r k e t , a n " e q u a h z a t i o n " e f f o r t m i s t a k e n 
i n K e n y a to m e a n j ea l ousy or a d o m i n e e r i n g stance.^ 

States f o r m C o m m o n M a r k e t s i n search o f t h e f o l l o w i n g bene f i t s : 
(a) expansion o f t r a d e , incomes a n d e m p l o y m e n t due t o t h e free 
movement o f goods, l a b o u r a n d c a p i t a l b e t w e e n states (b) g r e a t e r 
d iv is ion o f l a b o u r a n d s p e c i a h z a t i o n i n p r o d u c t i o n , (c) g r e a t e r 
possibi l i t ies of t e c h n o l o g i c a l advance a n d i n n o v a t i o n (d) a cheaper a n d 
more e f f i c i e n t t r a n s p o r t a t i o n sys tem (e) m i n i m i z a t i o n o f d u p l i c a i t o n (f) 

I greater b a r g a i n i n g power , etc . I n East A f r i c a , K e n y a took t h e l ion 's 
share of these benef i ts a n d t h e a u t a r c h i c checks m i g h t have been a t t h e 
expense of g r o w t h i n t h e r e g i o n as a who le . T h u s K e n y a ( the " W h i t e 
H i g h l a n d s " a n d N a i r o b i i n p a r t i c u l a r ) , w i t h i t s c o n c e n t r a t i o n ( a n d cen-

1 t r a l i z a t i o n ) of " s u p e r i o r " economic , social a n d i n f r a s t r u c t u r a l f a c i l i t i e s , 
experienced g r e a t e r " s p r e a d ef fects" , a n d was a t independence , a l r e a d y 
asser t ing herse l f as " t h e w o r k s h o p o f E a s t A f r i c a " . 

Indeed, t h i s p e r p e t u a l c o n c e n t r a t i o n o f benef i ts shou ld be seen as a 
necessary cost o f t r y i n g to b u i l d a C o m m o n M a r k e t i n a c a p i t a l i s t set-
' n g r a t h e r t h a n o f a r b i t r a r y d e c i s i o n - m a k i n g . To quote A m o n N s e k e l a : 

^ ese imbalanced, exploitative, geographical relations are a fund.amental 
L ?'^*'^'^"8tic of capitalist development and not, as some would have us 

T h e Ra^^^' accidental and easily compensatable accompaniment.^ 
m o n M '^^'^ C o m m i s s i o n , r e f e r r i n g to d i f f i c u l t i e s i n r u n n i n g t h e C o m -
19*208 r e p o r t s v is -a -v is dut i e s o n a g r i c u l t u r a l p r o d u c t s i n t h e 

—' u 

s t r o n g pro tes ts a g a i n s t these d u t i e s f r o m U g a n d a w h e r e t h e p r e d o m i n a n t 
i n t e r e s t i n m o s t o f t h e p r o t e c t e d c o m m o d i t i e s w a s t h a t o f c o n s u m e r r a t h e r 
t h a n producer , a n d to a s m a l l e r e x t e n t , T a n g a n y i k a also. 

Dif ferences c o n c e r n i n g the a p p h c a t i o n o f t a r i f f ( a n d o t h e r ) p r o t e c t i o n 



a n d i n d u s t r i a l l i c e n c i n g , t h e R a i s m a n R e p o r t n o t e d , 

emerged as the territories most dependent upon exports — Uganda 
Tanganyika — have found their incomes from that source fa l l ing (or at b e l 
stagnant) instead of r is ing, and as Kenya has accordingly been seen M 
benefit, relatively, f rom her greater and more rapidly growing c o S 
centration of manufactur ing industry and financial and commercial 
t i v i ty . } 

Worse s t i l l , 

since protected industries, displacing imported goods f rom the East A fnca i 
market , have developed more strongly in Kenya than elsewhere, the los^ q 
import duty which this development entails has fal len upon a l l t d 
territories, whereas the increases in revenue due to the protected industraB 
themselves, and their s t imulat ion of the surrounding economy, have 
crued mostly to Kenya.* 

R a i s m a n ' s o p t i o n o f f i s c a l c o m p e n s a t i o n (i.e. r e d i s t r i b u t i o n o f 9 
come t a x bene f i t s f r o m K e n y a ) f a i l e d t o p h y s i c a l l y c h a n n e l r e s o u r c M 
i n t o T a n z a n i a a n d U g a n d a . A n d so d i d t h e K a m p a l a A g r e e m e n t d B 
d i sagreement ) o f 1964 on p l a n n e d g e o g r a p h i c a l a l l o c a t i o n o f n e w i f l 
dus t r i e s . T h e K e n y a p a r l i a m e n t d i d n o t even r a t i f y i t . 

T a n z a n i a ' s t r a d e d e f i c i t w i t h K e n y a w h i c h s tood a t Shs. 1 4 S 
mUUon i n 1 9 6 1 , has r i s e n t o Shs. 184/ - m i l l i o n i n 1964. B y 1967, t h e i f l 
t fer-state t r a d e figures w e r e s h o w i n g a t r a d e s u r p l u s f o r K e n y a o f SMB 
254.5/ - m i l l i o n , w h i l e t h e y showed U g a n d a a n d T a n z a n i a w i t h t r a f l 
de f i c i t s o f Shs. 59 / - m i l l i o n a n d Shs. 195.5 / - respect ively .* W i t h t H 
faOure t o d i s t r i b u t e i n d u s t r i e s , T a n z a n i a i n c r e a s i n g l y i n t r o d u c e d t r a i d f l 
r e s t r i c t i o n s ; t h e logic o f w h i c h is i m p l i c i t i n M w a l i m u ' s o w n w o r d f l 

Each of our three Governments is answerable to the people of its own c o u i i ^ 
t ry — regional loyalty has sometimes to come second i n our national 

L responsibilities. ' 
•S 
R . H . G r e e n a n d A n n S e i d m a n have a r g u e d a l o n g these same l i n e s , t h a t . 
economic i n t e g r a t i o n c a n f u r t h e r A f r i c a n economic deve lopment a n d 
P a n - A f r i c a n i s m , b u t t h a t i t s h o u l d n o t be a s u b s t i t u t e to t h e essent ia l 
e f f o r t s o f i n d i v i d u a l p a r t n e r s ta tes t o achieve d e v e l o p m e n t . ' 

T H E T R E A T Y F O R E A S T A F R I C A N C O O P E R A T I O N 

T h e inequaUt ies , r e f l e c t ed i n i n d u s t r i a l i m b a l a n c e s a n d t r a d e de f i c i t s 
f o r t h e less i n d u s t r i a l i z e d , were t a c k l e d by t h e P h i l l i p s C o m m i s s i o n , 
f o l l o w i n g t h e T r e a t y s igned i n K a m p a l a on 6 J u n e , 1967 e s t a b l i s h i n g 
t h e C o m m u n i t y on 1 December , 1967. I f n e i t h e r R o m e was b u i l t , n o r 
t h e T r e a t y o f Rome i m p l e m e n t e d i n a day , t h e E.A.C., despi te i t s com­
p a r a t i v e y o u t h , was i n some respects m o r e advanced t h a n t h e E u r o p e a n 
Economic C o m m u n i t y , h a v i n g h a d f r o m t h e outset a c o m m o n e x t e r n a l 
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bsence o f i n t e r n a l t a r i f f w i t h t h e sole except ion o f t r a n s f e r 
( i n t h e s h o r t - r u n ) , t h e c o m m o n services, etc . 

^ * ^ I n a way , t h e T r e a t y ca l l ed , n o t f o r e q u a l s h a r i n g of t h e bene f i t s , 
for u n e q u a l s h a r i n g i n f a v o u r o f t h e e c o n o m i c a l l y less developed. To 

end f o u r m a i n devices were i n s t i t u t e d , n a m e l y : 
(a) a system o f t r a n s f e r taxes on m a n u f a c t u r e d goods e n t e r i n g i n ­

t e r - s t a t e t r a d e imposab le b y a p a r t n e r s ta te s u s t a i n i n g a d e f i c i t 
i n i t s t r a d e w i t h t h e o t h e r p a r t n e r - s t a t e s , 

(b) t h e East A f r i c a n D e v e l o p m e n t B a n k ( E A D B ) w i t h i t s d i f ­
f e r e n t i a l i n v e s t m e n t f o r m u l a (22 ' /2 per cent o f t h e funds to be 
inves ted i n K e n y a a n d 38^/4 per cent i n each o f t h e o t h e r t w o 
p a r t n e r s tates ) , 

(c) t h e " d e c e n t r a l i z a t i o n " o f t h e C o m m u n i t y i n s t i t u t i o n s h i t h e r t o 
c o n c e n t r a t e d i n N a i r o b i , 

(d) h a r m o n i z a t i o n o f f i s c a l a n d m o n e t a r y i n c e n t i v e s . 
Several weaknesses o f t h e T r e a t y , some o f w h i c h w e r e r ea l i z ed by t h e 
s ignator ies , c a n be spel t ou t : 

(a) T h e T r e a t y d i d n o t g u a r a n t e e t h e free m o v e m e n t o f l abour 
a m o n g t h e p a r t n e r states ; t h u s m a k i n g i t m o r e o f a Customs 
U n i o n t h a n a C o m m o n M a r k e t , 

(b) T h e t r a n s f e r t a x as a n i n t e r n a l l evy represented a se lect ive 
d e v i a t i o n f r o m i n t e r n a l f ree t r a d e a n d t h e r e f o r e v i o l a t e d t h e 
C o m m o n M a r k e t i d e a l o f absence o f i n t e r n a l t r a d e r e s t r i c t i o n s , 

(c) Despite t h e t r a n s f e r t a x a n d t h e E A D B , t h e T r e a t y d i d no t 
prov ide f o r a n y c e n t r a l means o f i n d u s t r i a l a l l o c a t i o n or a c om­
m o n scheme o f f i s c a l i n c e n t i v e s , 

(d) T h e T r e a t y made l i t t l e progress t o w a r d s a c h i e v i n g a c o m m o n 
a g r i c u l t u r a l poUcy. ( I n b o t h (c) a n d (d) , t h e i n t e n t i o n s t o do so 
were j u s t s t a t e d ) , 

(e) W h i l e t a x c o o r d i n a t i o n means w e r e es tabhshed by the T r e a t y , 
t h e r e was n o t h i n g i n t h e T r e a t y to p r e v e n t t h e t h r e e c o i m t r i e s 
f r o m h a v i n g d i f f e r e n t ' t a x systems w i t h t h e except i on o f ex­
t e r n a l t a r i f f s a n d excise taxes , 

(f) T h e c o o r d i n a t i o n o f some v i t a l m a t t e r s o f t h e C o m m u n i t y were 
l e f t to t h e Counci ls , o f t en w i t h o u t specific gu ide l ines . For e x a m ­
ple, t h e Economic C o n s u l t a t i v e a n d P l a n n i n g C o u n c i l was 
charged w i t h t h e t a s k o f a s s i s t i n g t h e n a t i o n a l p l a n n i n g e f f o r t s 
o f the p a r t n e r states t h r o a g h c o n s u l t a t i o n s ( A r t i c l e 23) b i i t was 
l o t g iven t h e specific t a s k o f c o o r d i n a t i n g these e f f or ts , l e t 
s lope focuss ing , as w o u l d be expected , on a n E a s t A f r i c a n 
D e v e l o p m e n t P l a n ; a n d i n t h e e v e n t l i t t l e was done by t h e C o u n ­
c i l , 

(g) O t h e r weaknesses, m o r e or less o f a p o l i t i c a l a n d a d -
n i i n i s t r a t i v e n a t u r e pers is ted . 

Were b '̂̂ ^^ '̂̂ ^^ d e v e l o p m e n t levels w e r e i n h e r i t e d a n d r e i n f o r c e d a n d 
stance*^*^"*^ *° a t t r a c t m o r e i n v e s t m e n t s f o r t h e m o r e developed. For i n -

e. a t independence K e n y a h a d a r a i l w a y s t a t i o n and w o r k s h o p i n 



N a i r o b i w h i c h was l a r g e r i n every respect t h a n those i n T a n z a n i a a n d 
U g a n d a c o m b i n e d . W a s K e n y a expected t o demoUsh p a r t o f t h e s t a t i o n 
to b r i n g herse l f i n t o l i n e w i t h t h e o t h e r t w o countr i e s ? 

T h e c o n t r i b u t i o n o f t h e m a n u f a c t u r i n g sub-sector t o t h e m o n e t a r 
G D P a t f a c t o r y cost f o r i n s t a n c e rose f r o m 4.7 per cent i n 1963 to 7. 
per cent i n 1967 for T a n z a n i a , f r o m 9.7 per cent to 10.9 f o r U g a n d a , a n 
12.9 per c e n t to 14.7 per cent f o r K e n y a i n t h e same per i od . These i n ­
creases, coupled by a n u n p l a n n e d C o m m o n M a r k e t , * led to inc reas 
d i f f e r e n t i a l ra tes of i n d u s t r i a H z a t i o n , r e f l e c t ed i n de f i c i t s i n i n t e r - s t a 
t r a d e i n m a n u f a c t u r e s . I n n l 9 6 2 , K e n y a h a d 76.4 per cent of a l l i n t e r -
t e r r i t o r i a l expor ts o f m a n u f a c t u r e s , U g a n d a 20 per cent a n 
T a n g a n y i k a a t i n y 3.6 per cent.* 

D e s p i t e these i m b a l a n c e s ( U g a n d a a n d T a n z a n i a a r e a m o n g t h 
U N C T A D ' s 25 least developed c o u n t r i e s ; a n d t h e l a t t e r , a m o n g A f r i c a ' 
16 least developed c o u n t r i e s ) , K e n y a d i d n o t appear w i l h n g t o ' m a r 
t i m e ' . 

D E C E N T R A L I Z A T I O N 

T h e " d i s t r i b u t i o n " o f t h e H e a d q u a r t e r s o f t h e v a r i o u s organs ( T a n ­
z a n i a : E.A.C. H e a d q u a r t e r s a n d E.A. H a r b o u r s ; K e n y a : E.A. R a i l w a y s 
a n d E A . A i r w a y s ; U g a n d a : E .A. Posts a n d T e l e c o m m u n i c a t i o n s , a n d 
E a s t A f r i c a n D e v e l o p m e n t B a n k ) d i d n o t s i g n i f i c a n t l y change t h e o ld 
p a t t e r n o f s h a r i n g bene f i t s . T h e H e a d q u a r t e r s o f t h e E a s t A f r i c a n Pos' 
a n d T e l e c o m m u n i c a t i o n s , f or e x a m p l e , m o v e d to K a m p a l a , b u t N a i r o b i 
r e m a i n e d t h e " n e r v e c e n t r e " o f t h e C o r p o r a t i o n — w i t h m o s t o f t h e i n ­
s t a l l a t i o n s a n d f r o m w h e r e m o s t purchases w e r e m a d e . T h e H a r b o u r s 
H e a d q u a r t e r s w e r e estabUshed i n D a r es S a l a a m , b u t K e n y a 
u n i l a t e r a l l y i n s t a l l e d a D e p u t y D i r e c t o r — G e n e r a l i n M o m b a s a w h o e n ­
croached o n t h e power o f t h e H e a d q u a r t e r s . K e n y a (perhaps ' a ided ' by 
t h e d i s p a r i t y — M o m b a s a served about t w i c e as m a n y ships as D a r es 
S a l a a m , employed a b o u t h a l f o f t h e 12,000 d o c k w o r k e r s i n 1971 a n d i t s 
t o n n a g e was 6,350,000 as a g a i n s t D a r es Sa laam's 2,790,000 -) spent 
l o t s o f E a s t A f r i c a n H a r b o u r s C o r p o r a t i o n m o n e y on b u y i n g t h e mos t 
expens ive e q u i p m e n t exc lus ive ly f o r M o m b a s a p o r t . W h e t h e r t h e t r a n ­
s fer o f t h e C o m m u n i t y G e n e r a l F u n d Services (GFS) o f f i c ia l s f r o m 
N a i r o b i t o A r u s h a d i d , f o r e x a m p l e , s i g n i f i c a n t l y increase t h e d e m a n d 
f o r tocal p r o d u c t s i n A r u s h a is subject t o f u r t h e r research w o r k . 

T h e o r e t i c a l l y , t h e C o r p o r a t i o n s w e r e E a s t A f r i c a n p r o p e r t y 
w h e n e v e r t h e y h a p p e n e d to be located . B u t c e r t a i n tendenc ies , e.g. t h e 
1 9 7 3 ' - 75 t r a n s f e r o f funds cr i s i s , w o u l d i n d i c a t e t h a t t h e o r y a n d prac ­
t i c e were a t v a r i a n c e . T o p a r a p h r a s e P r e s i d e n t N y e r e r e : 

When we disagree — even on matters quite outside the Treaty — i t is 
sometimes tempting to use the accidental location of j o in t ly owned East 
Afr i can property, or the necessity for unanimous agreement on Community 
matters, as a bargaining counter, or a pressure point . ' " 

j^or was t h e d e c e n t r a l i z a t i o n o f t h e R a i l w a y s e f fected as fxdly as en ­
visaged i n t h e T r e a t y w h i c h p r o v i d e d f o r " s t r o n g a n d f u n c t i o n a l l y c o m -

arab le Reg i ona l R a i l w a y H e a d q u a r t e r s , i n c l u d i n g revenue a n d ac­
c o u n t i n g services" i n t h e c a p i t a l c i t i es , w h i c h was b e l a t e d l y t a k e n u p 
w i t h t h e a i d o f C a n a d i a n c o n s u l t a n t s f o l l o w i n g t h e 1973 cr is i s i n t h e 
C o r p o r a t i o n . 

One i n t e r e s t i n g " d e c e n t r a U z a t i o n " (d isso lut ion) was t h e b r e a k u p o f 
the E a s t A f r i c a n I n c o m e T a x D e p a r t m e n t (Ref. I n c o m e T a x 
M a n a g e m e n t (D i sappUca i t on ) B i l l , 1973) t h e b a c k g r o u n d o f w h i c h 
i l l u s t r a t e s m a n y o f t h e themes i n t h i s paper . T a n z a n i a was eager t o 
have a m o r e progress ive t a x sys tem, exempUf i ed i n t h e I n c o m e T a x B i l l 
(1973) i n w h i c h pr iv i l eges to t h e eUte such as m a r r i a g e a n d c h i l d r e n 
aUowances were aboUshed, w h i l e K e n y a des ired t o o f fer m o r e a t t r a c t i v e 
t e r m s to f o r e i g n c a p i t a l ( a n d p a r t l y because h e r s h a r e o f t o t a l mon ies 
deducted t o r u n t h e G e n e r a l F u n d Services was p r o p o r t i o n a l l y m u c h 
bigger t h a n e i t h e r U g a n d a ' s or T a n z a n i a ' s ) . R a t h e r p r o p h e t i c a l l y , Pro f . 
Senteza K a j u b i ( U g a n d a n M L A ) saw t h e s p l i t as a n o m e n for worse 
t h i n g s to c o m e . " 

I N T E R — S T A T E T R A D E 

T h e i m p o r t a n c e o f i n t e r - s t a t e t r a d e d i f f e r s a m o n g t h e p a r t n e r states . 
I n 1953-58, K e n y a ' s expor ts to t h e outs ide w o r l d increased by $13 
m i l U o n , sales to t h e r e s t o f t h e C o m m o n M a r k e t by $7 m i l l i o n a n d gross 
c a p i t a l f o r m a t i o n increased also b y a b o u t $7 m i l l i o n , increased sales t o 
t h e p a r t n e r states c o n s t i t u t e d about a q u a r t e r o f t h e t o t a l . ' ^ T h e 
R a i s m a n C o m m i s s i o n e s t i m a t e d t h a t " s o m e t h i n g Uke a t h i r d o f K e n y a ' s 
recent g r o w t h m a y have depended upon encreased sales, or t h e prospect 
of increased sales, to t h e o t h e r t w o T e r r i t o r i e s " . ' ^ I n 1964, K e n y a h a d a 
favourab le ba lance o f inter -s tat fe t r a d e a m o u n t i n g t o 290.5 m i l l i o n , 
whereas U g a n d a a n d T a n z a n i a h ^ d t r a d e de f i c i t s o f 79.1 m i l l i o n a n d 
211.4 m i l U o n respect ive ly . I n 1967, i n t e r - s t a t e t r a d e a m o u n t e d t o 32.8 
per c e n t t h e v a l u e o f K e n y a ' s t o t a l domest i c e x p o r t s , a n d 16.3 per c e n t 
a n d 4.9 per cent f o r U g a n d a a n d T a n z a n i a ' s exports respect ive ly . ' ' ' 

T h e l a u n c h i n g o f t h e Trfeaty i n 1967 d i d n o t l ead t o a r a p i d 
V i n e r i a n i n t e r n a l t r a d e e x p a n s i o n ; i n d e e d i n 1968 a n d 1969, i t was 
m o r e or less s t a t i c , a n d i n f a c t less t h a n t h e t w o i m m e d i a t e p r e - T r e a t y 
years . Despite a t t e m p t s to change t h i s p a t t e r n , t h e percentage s h a r e o f 
he m a r k e t c o n t i n u e d to increase i n f a v o u r o f K e n y a w h i c h , ' i n 1973, 

h a d 74 per cent w h i l e T a n z a n i a a n d U g a n d a h a d 16 per cent a n d 10 per 
cent respect ive ly . I n 1974, i n t e r - s t a t e t r a d e a m o u n t e d t o 1,259/-
m i l b o n o f w h i c h K e n y a accounted for 966.7 / - m i l l i o n , c o m p a r e d t o T a n ­
zania (217.6/- m i l l i o n ) a n d U g a n d a (75.5/- m i l l i o n ) . U g a r i d a ' s i m p o r t s 

^ e n y a of goods sub jec t t o t r a n s f e r t a x m o r e t h a n doubled d u r i n g 
3. Kenya ' s n e g a t i v e e x t e r n a l t r a d e is m a i n l y a r e s u l t o f t h e s t r u c -

'̂•e a n d m a g n i t u d e o f h e r i n t e r n a l d e m a n d a n d p r o d u c t i o n . H e r enor -
°*0U8 t r a d e s u r p l u s i n i n t e r - s t a t e t r a d e h e l p e d h e r of fset h e r huge 



de f i c i t s i n h e r t r a d e w i t h t h e r e s t o f t h e w o r l d . 
W a s K e n y a ' s g r o w t h ach ieved a t t h e expense o f o thers? W o u l 

T a n z a n i a a n d U g a n d a have been b e t t e r o f f w i t h o u t t h e C o m m o 
M a r k e t or K e n y a ' s g r o w t h ? A r e t h e r e e n t e r p r i s e s a t t r a c t e d t o K e n y 
w h i c h could have gone to T a n z a n i a o r / a n d U g a n d a ? H a v e T a n z a n i 
a n d U g a n d a su f fered t h r o u g h b u y i n g f r o m K e n y a i n s t e a d o f b u y i n 
f r o m o t h e r countr i es ? H a s K e n y a ' s g r o w t h d r a w n e x i s t i n g e n t e r p r i s e 
f r o m t h e o t h e r t e r r i t o r i e s ? 

T h e R a i s m a n C o m m i s s i o n was of t h e o p i n i o n t h a t : 

wi thout the Common Market , many enterprises which have establishe 
themselves in Kenya would probably not have done so, but i t is even le 
l ikely that they would have estabUshed themselves i n either of the othe 
territories. 

There are very few instances of an actual shift of economic a c t i v i t 
from the rest of the market into Kenya; the most s t r ik ing is the movemen 
of a cigarette factory from Kampala in 1956. 

B u t a l l " en j oyed r a t e s o f c a p i t a l f o r m a t i o n w h i c h , i n r e l a t i o n t o t h e i r i n 
comes are h i g h l y c red ib l e " . T a n z a n i a a n d U g a n d a "have bought cer 
t a i n K e n y a goods ( b o t h m a n u f a c t u r e s a n d a g r i c u l t u r a l products ) a 
pr i ces h i g h e r t h a n those w h i c h t h e y cou ld have b o u g h t t h e m f r o 
e lsewhere , a n d t h i s i n i t s e l f invo lves a n obvious loss". '^ 

T h e t r a n s f e r t a x aside, no d u t y was imposed by t h e o r i g i n a t i n g 
c o u n t r y . However , because o f e x i s t i n g laws , some p r o d u c t s , e.g 
U g a n d a ' s " w a r a g i " , cou ld n o t f i n d access t o t h e o t h e r p a r t n e r s w i t h o u t 
p e r m i t ; o t h e r w i s e i n t e r - s t a t e t r a d e was a t least i n t h e o r y q u i t 
l i be raUzed . 

I N D U S T R I A L I M B L A N C E . " 

R a i s m a n ' s f i s c a l C o m m i s s i o n o f 1 9 6 1 s t a t e d c a t e g o r i c a l l y t h a t t h 
bene f i t ' s o f t h e C o m m o n M a r k e t h a d been u n e q u a l l y d i s t r i b u t e d a n 
r e c o m m e n d e d a n i m p r o v e m e n t t h r o u g h a d i s t r i b u t a b l e pool o f r evenue 
on equa l basis ( a f t e r d e d u c t i n g h a l f o f t h e pool as a n i n d e p e n d e n t i n ­
come to t h e E a s t A f r i c a n H i g h C o m m i s s i o n ) , a proposa l w h i c h was 
r e j e c t e d ( for d i f f e r e n t reasons) by t h e p a r t n e r states . U g a n d a a n d T a n ­
zan ia w a n t e d , n o t c o m p e n s a t i o n (Sc i tovsky 's or o t h e r w i s e ) , b u t m o r e 
economic a n d m a n u f a c t u r i n g a c t i v i t y . ' * 

W i t h t h e f a i l u r e o f t h e K a m p a l a A g r e e m e n t o f 1964, T a n z a n i a i m ­
posed r e s t r i c t i o n s o n c e r t a i n i m p o r t s f r o m b o t h p a r t n e r s a n d , l a t e r , a l l 
t h e t h r e e agreed on a sys tem o f quotas f o r speci f ied goods. W i t h t h e i n ­
dus t r i e s o f t h e K a m p a l a A g r e e m e n t c o n t i n u i n g to be d u p l i c a t e d w i t h 
m u c h diseconomies, t h e E a s t A f r i c a n L e g i s l a t i v e A s s e m b l y ( E A L A ) 
passed a n A c t i n 1970, w h e r e b y Ucens ing o f some scheduled i n d u s t r i e s 
was t o be done b y t h e E a s t A f r i c a n L i c e n s i n g C o i m c i l a t t h e C o m m u n i t y 
leve l . •» 

U n f o r t u n a t e l y , s ince m o s t i n d u s t r i e s are " f i n i s h i n g t o u c h " , assem-
or " s crew d r i v e r " i n d u s t r i e s w i t h v e r y h i g h i m p o r t c o n t e n t , h i g h sur -

lus leakage a n d l i t t l e l o ca l va lue added, t h e C o m m o n M a r k e t d i d con-
P vjute to o p e n i n g up E a s t A f r i c a to m u c h m o r e e f fect ive e x p l o i t a t i o n by 
fore ign c a p i t a l . I f i n d u s t r i e s were channeUed t h r o u g h a c e n t r a l agency 
( ensur ing greater c oopera t i on t h a n c o m p e t i t i o n ) " t h e r e w o u l d be" , t o 
quote Peter N e w m a n (Economic A d v i s o r t o t h e E a s t A f r i c a n C o m m o n 
Services O r g a n i z a t i o n ) : 

much less risk that foreign businessman, by playing off each nation's 
natural enxiety to industriaUze rapidly against the other's s imilar desires, 
would secure far greater concessions than are actually necessary to induce 
them to start operation in East Africa.™ 

Suffice i t t o r e l a t e t h e i m p o r t a n c e of t h e i n d u s t r i a l sector t o t h e 
economies of t h e p a r t n e r - s t a t e s . I n 1967, m a n u f a c t u r e d goods ac­
counted for 5.8 per c e n t o f t h e t o t a l v a l u e o f K e n y a ' s overseas e x p o r t s , 
8.9 per cent for U g a n d a a n d 17 per cent for T a n z a n i a . T r a d e i n 
m a n u f a c t u r e d goods accounted f o r 46 per cent o f t h e t o t a l va lue o f 
Uganda 's i n t e r - s t a t e e x p o r t , 50 per c e n t for K e n y a a n d 35 per cent for 
T a n z a n i a i n 1967. I n r e l a t i o n to t h e t o t a l domest ic expor ts , b o t h over­
seas a n d inter-state" , t h e m a n u f a c t u r e d goods accounted for 18 per cent 
of t h e va lue of T a n z a n i a ' s expor ts , 23 ^ e r c e n t f o r K e n y a a n d 15 per 
cent for U g a n d a i n 1967 .2 ' I n 1964, ou t o f t h e t o t a l va lue o f m a n u f a c ­
t u r e d goods e x p o r t e d f r o m K e n y a , some 80.2 per cent were t r a n s f e r r e d 
to the p a r t n e r states , f o r U g a n d a t h e percentage was 32.9 per cent a n d 
for T a n z a n i a 19.2 per cent . By t h e e n d of 1967, these p r o p o r t i o n s h a d 
a l t e r e d m a i n l y as a r e s u l t o f t r a d e r e s t r i c t i o n s t o 75.1 per cent for 
K e n y a , 47.3 per cent f o r U g a n d a a n d 7.3 per cent for T a n z a n i a . " 

Kenya 's a t t r a c t i o n o f i n d u s t r i e s shou ld n o t be u n d e r - e s t i m a t e d . 
A c c o r d i n g to S h a r k a n s k y a n d D r e s a n g : 

Kenya is an attractive target for money. Outsiders rank i t as an attract ive 
target w i th the highest 'absorptive capacity'. This reputation stems from 
its relative wealth and the skills and markets which enable i t to make 
profitable use of new funds ~ i t offers. Western-oriented Afr i can capitalism 
in contrast to Tanzania's overtly sociaUst path to development." 

Studies h a d been m a d e b y t h e C o m m o n M a r k e t , a i d e d by 
U N I D O . w i t h a v i ew to ra t i onaUze , a m o n g s t o thers , t h e t e x t j l e , t y r e s , 
bicycles, etc. i n d u s t r i e s for w h i c h t h e r e was w a s t e f u l d u p l i c a t i o n a n d 
overcapac i ty . A poUcy o f d e v e l o p i n g on E a s t A f r i c a n basis a selected 
n u m b e r o f i n d u s t r i e s r e q u i r i n g t h e e n t i r e East A f r i c a n m a r k e t a n d w i t h 
a c t u a l ' a n d ' p o t e n t i a l ' ga ins feasible c ou ld have been a n a n s w e r t o t h e 

i n d u s t r i a l i m b a l a n c e p r o b l e m , a n d h o p e f u l l y a cha l l enge t o f o r e i g n 
jnonopoUes p e n e t r a t i o n a n d a n ' i n s u r a n c e ' a g a i n s t t h e C o m m i m i t y 
h r e a k - u p . 

U n c o o r d i n a t e d i n d u s t r i a l d e v e l o p m e n t l e d t o d u p l i c a t i o n s , 
i saUocat ion o f i-esources, i n - b m l t i n e f f i c i e n c y b e h i n d h i g h p r o t e c t i v e 



t a r i f f w a l l s , p re f e rence for i m p o r t s u b s t i t u t i o n i n d u s t r i e s r a t h e r 
resource-based i n d u s t r i e s , etc.'^* C o o r d i n a t e d i n d u s t r i a l deve lopn j™ 
could have t a k e n t h e f o l l o w i n g f o r m s : (a) j o i n t o w n e r s h i p o f n \ u J 
n a t i o n a l p r o j e c t s (b ) m a r k e t - s h a r i n g a g r e e m e n t s , p r o d u i 
spec iaUzat ion a n d select ive p r o t e c t i o n . F e a s i b i l i t y studies a n d 
m a r k i n g o f t h r e e la rge c a p i t a l - i n t e n s i v e i n d u s t r i e s ( n a m e l y , i r o n aJL, 
steel , chemica l s a n d a u t o m o b i l e assembly) w h i c h cou ld operate un<^j 
ca tegory (a) was made , b u t t h e a c t u a l l a u n c h i n g o f t h e projects 
p lagued by K e n y a n p e t t y bourgeois n a t i o n a l i s m v is -a -v i s costs ai 
b e n e f i t s - s h a r i n g c r i t e r i a , t h e l o c a t i o n o f i n d u s t r i e s , etc. T h e EEC's com 
m o n ( d e s p i t e i t s c a p i t a l i s t f r a m e w o r k ) o w n e r s h i p o f i r o n a n d steel conj. 
plexes a n d her E u r o p e a n A t o m i c E n e r g y C o m m u n i t y ( E U R O T O M ) h4a 
lessons to of fer in th i s r e g a r d . I t even w o u l d have been more ap. 
p r o p r i a t e to have each c o u n t r y receive a l i s t o f " C o m m u n i t y projects" 
a n d develop t h e m e i t h e r on b e h a l f o f t h e C o m m u n i t y or on i t s own 
beha l f . P r e s i d e n t N y e r e r e , i n a n address t o t h e E a s t Afr i can 
L e g i s l a t i v e A s s e m b l y ( E A L A ) i n F e b r u a r y 1972, f a v o u r e d t h e latter 
a l t e r n a t i v e : 

Industries of equal value could be found and allocated one to each par 
ner state, doing this as often as i t becomes possible to consider local prodi 
t ion of this k i n d of manufacturing Each industry would be owned wi th i 
the state concerned, and under national control, and in accordance wit 
each nation's economic philosophy, but its products would be market 
freely throughout the three territories. 

K e n y a , even i n t h e T r e a t y Review C o m m i s s i o n , d i d no t move a step 
a l l o w measures w h i c h w o u l d have redressed t h e i n d u s t r i a l imbalance 

T H E E A S T A F R I C A N D E V E L O P M E N T B A N K . 

T h e E A D B w a s i n t e n d e d to assist i n d u s t r i a l d e v e l o p m e n t i n t h e w h o l ^ 
o f E a s t A f r i c a , b u t w i t h a b ias i n f a v o u r o f t h e less i n d u s t r i a l l y 
developed T a n z a n i a a n d U g a n d a i n i t s l o a n offers, for , w h i l e each p a r t B 
n e r s t a t e m a d e a n e q u a l c o n t r i b u t i o n t o i t s f u n d s . A r t i c l e 13(c) p r o v i d e i j 
t h a t i n t h e five year p e r i o d f o l l o w i n g i t s i n c e p t i o n , o n l y 22 ' /2 per cent o 
i n v e s t m e n t s shou ld go t o K e n y a , w h i l e U g a n d a a n d T a n z a n i a receive 
38^/4 per cent each.^* 

T h e B a n k ' s o p e r a t i n g p r i n c i p l e was p r i n c i p a l l y to f inance 
e c o n o m i c a l l y v i a b l e a n d t e c h n i c a l l y feas ib le i n d u s t r i a l pro jec ts w i t h j 
Cos t -Bene f i t a n a l y s i s as a k e y i n v e s t m e n t c r i t e r i o n . T h e o r e t i c a l l y a* 
l eas t , t h e b ias i n f a v o u r o f t h e less p r i v i l e g e d i n l o a n of fers was a stepj 
f o r w a r d , b u t t h e p r o b l e m w a s t h e meagreness of t h e funds . W h a t 
240/ - m i l l i o n (or even 400 / - m i l l i o n ) ( i n i t i a l l y ) for t h e i n d u s t r i a l 
d e v e l o p m e n t o f t h e w h o l e o f East A f r i c a ? N o r d i d t h e B a n k achieve i t * 
s u p p l e m e n t a r y ro le o f financing pro jec ts "des igned to m a k e the 
economies o f t h e p a r t n e r s tates i n c r e a s i n g l y c o m p l e m e n t a r y i n the i n ­
d u s t r i a l field". W i t h t h e stress o n m a n u f a c t u r i n g , i n d u s t r y d i d no t 
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I . gj^nce some o f t h e c r u c i a l p h y s i c a l i n f r a s t r u c t u r e , eg. t r a n -
* ^ ° ' h " c h w o u l d have speeded t h e pace o f i n t e g r a t i o n o f our 

gport, ^ l a j d g r o u n d for t h e i n d u s t r i a l deve l opment o f t h e f u t u r e 
economies ^^^^^ ^^^^^ ^^^^^ b a r r i e r s ) . 
( j j , w h i c n ^^^^ ^^rj^ despi te t h e s t a t u t o r y H m i t s , o f t h e 

^" m m i t m e n t s o f shs. 210,315,000/ - m i l l i o n , about Shs. 46 .5 / -
t o t a l ggg j j t jng 34 per cent , h a d been i n v e s t e d i n U g a n d a ; a n d 
niUUon.^r ^.^^.^^ gj^g 35 2/ . m i l l i o n , r e p r e s e n t i n g 40 per cent a n d 
^ f i ^ er cent, h a d been i n v e s t e d i n T a n z a n i a a n d K e n y a respec t ive ly . T h e ' 
^ duct ion o f i m b a l a n c e s i n t h i s r e g a r d , presupposed t h e a v a i l a b i h t y a n d 
"^r ior i ty , a n d t h e pos i t ive response by g o v e r n m e n t m i n i s t r i e s , deve lop-
^'^ent i n s t i t u t i o n s , eg. b a n k s , to ensure s u f f i c i e n t flow o f p r o j e c t 

P r o p o s a l s to sell t o t h e B a n k a n d t h e c a p a c i t y t o m o b i l i z e a d d i t i o n a l 
K s o u r c e i n v e s t m e n t s . 
K Of t h e 17 pro jects a p p r o v e d by 1970, t e n were m a n u f a c t u r i n g , 
H i r e e assembly a n d f our process ing ; a n d t h e i r se lect ion was n o t i n -
K i e n c e d by b a c k w a r d a n d f o r w a r d h n k a g e s w i t h a g r i c u l t u r e , f o r e s t r y , 
K s h i n g , etc. T h u s t h e f i n a n c i n g o f a g r i c u l t u r e , r a n c h i n g , b u i l d i n g a n d 
• o n s t r u c t i o n , t r a n s p o r t etc. d i d n o t f a l l u n d e r t h e u m b r e l l a o f t h e 
b a n k ' s operat i on , a p p a r e n t l y b e i n g p r e s u m e d to be i n t h e r e a l m o f 

n a t i o n a l i n s t i t u t i o n s . We cou ld a d d t h a t perhaps j u s t as i m p o r t a n t as 
the Bank 's o w n financial c o m m i t m e n t s to pro jec ts is i t s a b i h t y t o 
generate funds by a t t r a c t i n g o t h e r i n t e r e s t s i n t h e pro jec ts a n d i t s 
possible c o o r d i n a t i o n a n d r a t i o n a l i z a t i o n roles. 

A l t h o u g h a g r i c u l t u r e is t h e b a c k b o n e o f economic a c t i v i t y i n E a s t 
A f r i c a , i t is m e n t i o n e d only m a r g i n a l l y i n t h e T r e a t y w h e r e j u s t t h e in­
tention to seek a c o m m o n a g r i c u l t u r a l po l i cy is n o t e d . I f t h e huge food 
i m p o r t s of 1973-75 (about 1,200/- m i l l i o n for T a n z a n i a i n 1973/74) is 
a n y t h i n g to go by. a g r i c u l t u r e shou ld be a k e y economic a c t i v i t y f o r t h e 
B a n k . T h e T r e a t y was v e r y i n e x p l i c i t v i s -a -v i s a g r i c u l t u r e : i t was no t 
e x p l i c i t on the a i m a n d e x t e n t o f cooperat ion ( i t j u s t s t a t e d i n t e n t i o n s ) , 
b u t I t was n o t c l ear w h e t h e r t h e e n d i n v i e w was free t r a d e i n 
a g r i c u l t u r e or s t r u c t u r a l change . W h e n i t m e n t i o n e d a g r i c u l t u r e , i t 
m a i n l y r e f e r red to a g r i c u l t u r a l po l i cy h a r m o n i z a t i o n a n d t r a d e , w h i c h 
e t t h e m r a t h e r r e m o t e l y a b s t r a c t . A l t h o u g h t h e T r e a t y d i d n o t 
13^ b^'^^^^- ^^^^^ *° a g r i c u l t u r a l i m b a l a n c e i n E a s t A f r i c a , A r t i c l e 
ner ^""P^*^" ' ' i °n , recognized a g r i c u l t u r a l i n e q u a l i t y be tween t h e p a r t -
a l l owed ^ '̂̂ ^ ^^^^ '^^^ developed p a r t n e r s were no t 
io» ? '^^^slop t h e i r a g r i c u l t u r a l p o t e n t i a l , t h e n t h e i r m a r k e t w o u l d 

adva ° A ^^^^^ i m b a l a n c e s i n a g r i c u l t u r e ( K e n y a n a g r i c u l t u r e is m o r e 
balan*^ ^^^"^ ^^^^ o f T a n z a n i a a n d U g a n d a ) be used to offset t h e i m -
aa on\V" .^"'^"^^''y^ T h i s is as m u c h dependent on t h e k i n d o f i n d u s t r y 
^ e r e d used. I f a g r i c u l t u r a l r a w m a t e r i a l - b a s e d i n d u s t r i e s 
help yfould be m o r e l i k e l y . T h e EEC's r e g i o n a l p o l i c y t o 
^ h e r e b ^ ^ f a r e a s " c ou ld have been e m u l a t e d by t h e C o m m u n i t y , 

y . funds p r e f e r a b l y f r o m a spec ia l d i v i s i o n o f t h e E A D B c o u l d be 



p r o v i d e d t o c a r r y out f e a s i b i l i t y studies o n areas s u i t a b l e f o r d i f f e r e n 
crops, a n d f u r t h e r m o r e , c a r r y ou t c e r t a i n concrete a g r i c u l t u r a l pro jec 
a t a n E a s t A f r i c a n leve l . 

T R A N S F E R T A X 

T h e V i n e r i a n a p p r o a c h t o economic i n t e g r a t i o n p r a c t i c e d i n t h 
developed w o r l d — i m p l y i n g stress o n a b o l i t i o n o f t r a d e b a r r i e r 
f a c i l i t a t e d c o m p e t i t i o n , etc - has l e f t m u c h to be desired w h e n p u t 
t e s t in t h e less developed c o u n t r i e s because o f l a c k o f s u f f i c i e n t i n t e r n 
c a p i t a l f o r m a t i o n a n d , t h e r e f o r e , heavy dependency on f o r e i g n c a p i t a l 
poor i n f r a s t r u c t u r e , l a c k o f b o t h a c t u a l a n d p o t e n t i a l c o m p l i m e n t a r i t y 
d i f f e r e n t i a l levels o f economic deve lopment , d i f f e r e n t p o l i t i c a l P'\ 
ideo log i ca l o r i e n t a t i o n s , etc . I n t h e case o f E a s t A f r i c a , r a t h e r 1; i 
c omple te t r a d e l i b e r a l i z a t i o n , some k i n d o f g u a r d e d p r o t e c t i o n i s n ;n 
t h e f o r m o f t h e t r a n s f e r t a x was i n t r o d u c e d to ra ise T a n z a n i a ' s com 
p e t i t i v e n e s s a n d to some e x t e n t U g a n d a ' s , b o t h o f w h i c h are no t ab le t 
compete w i t h K e n y a w h e r e i n d u s t r i a l p r o d u c t i o n is r e l a t i v e l y m o r 
estabUshed. 

T r a n s f e r taxes cou ld be imposed on ly i f a p a r t n e r states was i 
d e f i c i t i n m a n u f a c t u r e d goods w i t h t h e o t h e r p a r t n e r s . K e n y 
there fore , d id n o t q u a l i f y f o r t h i s " p r i v i l e g e " . T r a n s f e r taxes were i m ­
posed on ly on m a n u f a c t u r e d goods a c o u n t r y was p r o d u c i n g or w r d 
produce w i t h i n t h r e e m o n t h s on a s i g n i f i c a n t scale, i.e. 15 per cent of its 
domest ic needs or a v a l u e o f o u t p u t o f 100,000. T h e r a t e o f t h e t r 
s fer t a x was on t h e d i s c r e t i o n of t h e t a x - i m p o s i n g c o u n t r y , b u t i t co i 
n o t exceed 50 per c e n t of t h e e x t e r n a l t a r i f f on t h a t c o m m o d i t y i i i i e 
C o m m u n i t y m a i n t a i n e d a c o m m o n customs a n d excise t a r i f f ) , a n d ex­
p i r e d , unless e a r l i e r r evoked , e i g h t years a f t e r t h e date i t was f i r s t i m 
posed. 

T h u s t h e t r a n s f e r t a x was conceived as a t e m p o r a r y device a n d i 
w o r k m g was due for r e v i e w a f t e r five years , a n d a l l i m e x p i r e d t a x e 
w o u l d be r e v o k e d 15 years a f t e r i t s l a u n c h i n g . I f a p ro te c ted i n d u s t : 
m a n a g e d to e x p o r t 30 per cent o f i t s t o t a l sales t o t h e r e s t o f E^ist 
A f r i c a , t h e n t h e t r a n s f e r t a x w o u l d be r e m o v e d . T h e a r g u m e n t f o r • a 
r e g u l a t i o n was p r e s u m a b l y t h a t a n i n d u s t r y ab le t o produce t h a t m u c h 
was a l r e a d y p r o t e c t e d (or c o m p e t i t i v e ) . I n such a s i t u a t i o n , t h e m o s t ef­
ficient u n i t s w o u l d e x p a n d , coupled b y d i v e r s i f i c a t i o n for t h e less ef­
ficient, t h e p r e r e q u i s i t e be ing , o f course, n o n - i m p o s i t i o n o f n e w t r a d e 
r e s t r i c t i o n s t h r o u g h t h e i r s ta te T r a d i n g C o r p o r a t i o n s or o ther 
a r r a n g e m e n t s . T h e t r a n s f e r t a x was supposed to be t h e on ly r e s t r i c t :> 
on m t e r - c o m m u n i t y t r a d e — b u t some i n f a n t i n d u s t r y p r o t e c t i o n was 
also aUowed f o r n e w i n d u s t r i e s w i t h s m a l l o u t p u t . 

T h e a u n , i n a n u t s h e l l , was t o encourage ( l o ca t i on of) i n d u s t r i e s i n 
t h e p r o t e c t e d m a r k e t s ince i m p o r t s i n such a m a r k e t w o u l d be m o r e ex­
pens ive a n d , i n a d d i t i o n , such i n d u s t r i e s w o u l d be sure of a m a r k e t o f a t 
l eas t t w o c o u n t r i e s , i f no t t h r e e ; a n d h o p e f u l l y t h i s w o u l d n o t cause i m -

demands f r o m t h e p a r t n e r s tates to be d i r e c t e d t o n o n - E a s t 
' " ' c a n sources. A l t h o u g h t h e t r a n s f e r t a x r e p r e s e n t e d a sUght depar -
^' '^ ' '^from free " i n t e r n a l " t r a d e , i t was n o t supposed a n d (ac cord ing to 

JQJJ M a r k e t spokesmen) " h a s n o t i n t e r f e r e d w i t h t h e free flow of 
^'^'"de a n d is t h e r e f o r e b e h a v i n g as env isaged by t h e s ignator ies o f t h e 
Treaty"-^ ' ' F a r f r o m i n t r o d u c i n g " o t h e r r e s t r i c t i o n s " on i n t e r - s t a t e 
rude t h e T r e a t y u n d e r A r t i c l e 12 p r o v i d e d for t h e r e m o v a l o f some 
'^rftrictions p r e v i o u s l y i n force. I n d e e d , A r t i c l e 16 p r o v i d e d a f u r t h e r 

in cent ive to t h e flow o f t r a d e by r e c o g n i z i n g t h a t prac t i ces such as 
d i s c r i m i n a t o r y p u r c h a s i n g , eg. g i v i n g pre fe rence to f o re ign goods w h e n 
suitable goods o f E a s t A f r i c a n o r i g i n were a v a i l a b l e on c o m p a r a b l e 
t e r m s , were i n c o m p a t i b l e w i t h t h e T r e a t y . A l t h o u g h u n d e r t h i s 
a r r a n g e m e n t c e r t a i n K e n y a n goods were subject to t r a n s f e r t a x i n b o t h 
Uganda a n d T a n z a n i a a n d t o a lesser e x t e n t U g a n d a ' s i n T a n z a n i a , t h e 
t rans f e r t a x was m u c h less d i s r u p t i v e o f i n t e r - s t a t e t r a d e t h a n t h e pre -
T r e a t y quota a n d q u a n t i t a t i v e r e s t r i c t i o n s . 

I n t e r - s t a t e t r a d e on m a n u f a c t u r e s increased be tween 1967 a n d 
1970, d i s a p p r o v i n g those w h o m a i n t a i n e d t h a t t r a n s f e r taxes w o u l d 
decrease i n t e r - s t a t e t r a d e i n m a n u f a c t u r e r s . I n abso lute t e r m s , t h e i m ­
balances i n t r a d e , espec ia l ly K e n y a ' s surp lus v is -a -v is T a n z a n i a a n d 
U g a n d a , were l a r g e r i n 1970 t h a n i n 1967 ; w h i l e U g a n d a ' s surp lus w i t h 
T a n z a n i a changed to a d e f i c i t ( a n d t h i s n o t necessar i ly because o f t h e 
t r a n s f e r t a x , b u t o f o t h e r f a c t o r s ) . U g a n d a ' s t r a n s f e r s f e l l because she 
reUed on too f ew products , t h e m a i n o n e — c o t t o n f a b r i c s — w a s severely 
r e s t r i c t e d i n T a n z a n i a n m a r k e t s a n d , to some e x t e n t , t h e r e was i n ­
creased p r o d u c t i o n c a p a c i t y i n K e n y a . I n d e e d , i n t h e a f t e r m a t h o f t h e 
coup, U g a n d a d i r e c t e d m o s t o f h e r expor t s to c ountr i e s out-s ide East 
A f r i c a to finance t h e "Economic W a r " , i n c l u d i n g , a n d espec ia l ly , t h e 
p r o c u r e m e n t o f m i l i t a r y h a r d w a r e . 

The t r a n s f e r t a x h a d oh i h e who le no t h i n d e r e d t r a d e i n E a s t 
A f r i c a . I t is a d i f f e r e n t m a t t e r , however , w h e t h e r i t he lped to c o r re c t 
i n d u s t r i a l i m b a l a n c e a m o n g t h e p a r t n e r states . A C o m m u n i t y s e m i n a r 
he ld a t M a k e r e r e U n i v e r s i t y , K a m p a l a i n J u n e 1972, was o f t h e o p i n i o n 
t h a t a l t h o u g h t h e t r a n s f e r t a x h a d no t adverse ly a f fec ted t h e v o l u m e o f 
i n t e r - s t a t e t r a d e , i t h a d " n o t ach ieved i t s p r i m a r y goal o f p r o m o t i n g 
n e w i n d u s t r i a l deve l opment i n those p a r t n e r s tates w h i c h are less i n -
d u s t r i a U y developed''.^* 

W h y has t h e t r a n s f e r t a x f a i l e d to ach ieve i t s p r i m a r y ob ject ive? 
e ahve seen i t s m a n y pre - cond i t i ons a n d c o m p l i c a t i o n s . T h e a i m o f 

he t r a n s f e r t a x was to fos ter p r o d u c t i o n i n T a n z a n i a a n d U g a n d a , b u t 
1 was no t designed, so i t appears , to g r e a t l y i n f l u e n c e t h e a l l o c a t i o n of 
new i n d u s t r i e s i n those less p r i v i l e g e d p a r t n e r s . R a t h e r , i t 
psycholog ica l ly fostered t h e p r o H f e r a t i o n o f n u m e r o u s s m a l l a n d 

e l u m - s i z e d i n d u s t r i a l u n i t s w h i c h opera ted a t c o m p e r a t i v e l y h i g h 
osts a n d geared, n o t t o some sor t o f c o m p U m e n t a r i t y w i t h i n t h e C o m ­

m o n M a r k e t , b u t t o n a t i o n a l se l f - su f f i c i ency . T h e a i m , i t seems, was to 
ster p r o d u c t i o n ' t h a t was a l r e a d y i n ex is tence i n T a n z a n i a a n d 



U g a n d a ' s i t d i d n o t seem to foster new l a r g e scale i n d u s t r i a l l o c a t i o n i 
t h e less p r i v i l e g e d c o u n t r i e s i n w h i c h i t w o u l d be u n p r o f i t a b l e t o s t a n 
o u t a second on i n E a s t A f r i c a . I f , f o r e x a m p l e a c o m p l e t e l y n e w p l a n 
was e s tab l i shed i n K e n y a t h e n n e i t h e r U g a n d a n o r T a n z a n i a w o u l d 
able to impose a t r a n s f e r t a x a g a i n s t i t s products , f o r t h e t a x was i m 
posable o n l y i f t h e c o m m o d i t y was b e i n g produced or was about to b 
p r o d u c e d to a l a r g e e x t e n t i n t h e t a x - i m p o s i n g c o u n t r y . T h i s raises t h 
q u e s t i o n o f n w h e t h e r t h e t a x was so i n d u c i v e , or w h e t h e r t h e s i t u a t i o 
w a s such t h a t even i n i t s absence K e n y a w o u l d m a n u f a c t u r e sue 
goods. I n d u s t r i a l a l l o c a t i o n is r e l a t e d to w h o owns t h e i n d u s t r y a n 
hence, i n most cases, i t is beyond t h e c o n t r o l o f t h e t e r m s o f n t h e T r e a 
— more so s ince K e n y a favours m u l t i n a t i o n a l c o r p o r a t i o n s w h i l e t h 
o t h e r t w o states are less e n t h u s i a s t i c . 

H e n c e t h e need to f i n d out , f o r e x a m p l e , w h e t h e r T a n z a n i a d i 
e s t a b h s h i n d u s t r i e s f o r those goods w h i c h f e l l u n d e r t h e t r a n s f e r t a x ; t 
see w h e t h e r i n K e n y a a n d U g a n d a such i n d u s t r i e s suf fered or w h e t h e 
t h e y c o n t i n u e d to prosper , a n d check e x a c t l y w h e t h e r t h e r e a re som 
i n d u s t r i e s w h i c h have rose up because o f t h e t a x ; i f i t h a d n o t don 
some of these t h i n g s , t h e n i t s h o u l d have been abo l i shed unless T a n 
zan ia a n d U g a n d a h e l d i t f o r revenue purposes.^* 

U n f o r t u n a t e l y , even t h e revenue a c c r u i n g f r o m t h i s source ws 
p e r h a p s n o t c o m m e n s u r a t e w i t h K e n y a ' s protes ts ov6r t r a n s f e r taxes . 
N e t t r a n s f e r t a x co l l e c t i on a m o u n t e d t o Shs. 17 / - m i l U o n i n 1970, a n i n 
crease o f 36 per cent t o over t h e 1969 t o t a l ; T a n z a n i a ' s co l lect ions ros 
b y over 7 per cent t o Shs. 10.4/- m i l l i o n . W e s u b m i t t h a t despi te i t s 
s h o r t c o m i n g s , t h e t a x gave t h e less i n d u s t r i a l i z e d some a d v a n t a g e ( a t 
l eas t money-wise ) w h i c h w o u l d no t have been t h e r e , h a d t h e t a x bee 
n o n - e x i s t e n t . U n f o r t u n a t e l y , t h i s l i t t l e money was no t used i n a i d i n 
i n d u s t r i a l i z a t i o n ; r a t h e r , i t w e n t t o t h e T r e a s u r y as G o v e r n m e n 
finance. O n l y 1975 /76 d i d T a n z a n i a e s t a b l i s h a spec ia l D e v e l o p m e n 
F u n d , f i n a n c e d by revenue f r o m t h e t r a n s f e r t a x a n d m a n n e d by t h 
T a n z a n i a I n v e s t m e n t B a n k . ' " 

H A R M O N I Z A T I O N O F F I S C A L A N D M O N E T A R Y I N C E N T I V E S 

A p r e - r e q u i s i t e f o r a C o m m o n M a r k e t w i t h free f l o w o f f u n d s i 
d e f i n i t e l y t h e ex i s tence o f h a r m o n i o u s t a x a n d f i s c t i l po l i c ies . T h 
T r e a t y env i saged t h i s a n d e n j o i n e d t h e p a r t n e r states to t r y t o b a r 
m o n i z e such pohcies. Economic a n d fiscal i n c e n t i v e s were ( a n d are ) ye'^ 
to be h a r m o n i z e d . 

H a r m o n i z a t i o n o f f i s c a l i n c e n t i v e s v i s -a -v i s t h e t r a n s f e r t a x i n ­
dus t r i e s , f o r i n s t a n c e , w o u l d have i n v o l v e d g i v i n g i n c e n t i v e s as w e l l to 
e n t e r p r i s e s w h i c h w a n t e d t o avo id t r a n s f e r taxes t o i n v e s t i n T a n z a n i a 
a n d w o u l d expect s u c h i n v e s t o r s to come s ince K e n y a w o u l d n o t be 
a l l o w e d to impose t r a n s f e r taxes : b u t t h a t is o n l y t r u e i f K e n y a d i d not 
g ive o t h e r i n c e n t i v e s w h i c h T a n z a n i a d i d no t g ive . T h u s t h e r e was need 
to have some c o m m o n i n c e n t i v e s s t r u c t u r e a n d /or t o h a r m o n i z e s u c h 

• centives. M o r e d i s h e a r t e n i n g was t h e m i s i n t e r p r e t a t i o n o f t h e T r e a t y , 
t h U g a n d a a n d T a n z a n i a h a d i n t e r p r e t e d " h a r m o n i z a t i o n " of f i s ca l 

• n t i v e s to m e a n g i v i n g p r e f e r e n t i a l t e r m s to p o t e n t i a l i n v e s t o r s i n 
° e i r o w n countr i e s so as t o r e c t i f y t h e pas t i m b a l a n c e a g a i n s t t h e m , 
hereas K e n y a h a d e q u a t e d " h a r m o n i z a t i o n " w i t h " u n i f o r m i t y " o f 

i s l a t i o n i n t h e t h r e e c o u n t r i e s w i t h respect o f f i s ca l i n c e n t i v e s , 
- )wing f u l l y w e l l t h a t such a sys tem w o u l d give K e n y a a n edge over 

the o thers ! '.4^ 
I n 1970, t h e C o m m u n i t y e s t a b l i s h e d a W o r k i n g P a r t y o n 

PossibiUties f o r Closer H a r m o n i z a t i o n o f M o n e t a r y / F i s c a l a n d 
Payments Polic ies w i t h i n t h e EAC.^ ' I n i t s r e p o r t , t h e W o r k i n g P a r t y 
noted t h a t t h e P a r t n e r States exchange c o n t r o l sys tem i n respect to i n ­
t e r n a t i o n a l t r a n s a c t i o n s was bas i ca l l y s i m i l a r b u t d i f f e r e d i n a p ­
p l i c a t i o n to K e n y a as t h e m s o t l i b e r a l , w h i l e t h e others subjected i n t e r ­
state p a y m e n t s to s t r i n g e n t exchange c o n t r o l . I t s ing led out fac tors 
w h i c h h a d p r e v e n t e d a s m o o t h e r flow o f t r a d e : b u r e a u c r a t i c 
procedures, t r a d e c red i t s , cont»actual c o m m i t m e n t s a n d s tate t r a d i n g 
conf inements . O f i n t e r e s t here is t h e W o r k i n g P a r t y ' s conc lus ions o n 
t h e las t t w o i t e m s , espec ia l ly i n c o n s i d e r a t i o n o f e a r l i e r c o m p l a i n t s 
more or less d i r e c t e d a t T a n z a n i a . 
O n c o n t r a c t u a l c o m m i t m e n t s , t h e y s t a t e d : 

The examination of contractual commitments was l imi ted to the TAZARA 
Agreement, being the largest and most discussed area of trade and aid in 
the Community. On the whole, the Agreement conflicts l i t t l e w i t h inter­
state trade because most what is imported from China is not available for 
trade w i th in the Community. I t was estimated that between 1970 and 
1971, the change i n level of potential trade w i t h i n the Community on ac­
count of products imported from China but also produced i n East Afr i ca was 
no more than Shs. 18.2/- mi l l i on . On the whole, the Commodity Credit 
Agreement may not be considered as a short-run threat to the functioning 
of the Common Market , and i n the longer r u n , the completion of the rai lway 
wi l l be of significant benefit to a l l three Partner states, as East Afr ican 
trade w i t h Zambia w i l l increase." 

O n s tate t r a d i n g c o n f i n e m e n t s t h e y conc luded : 

Statistical analysis has indicated that state Trading confinement is not as 
serious an impediment to the smooth functioning of the Common M a r k e t as 
K 18 often believed. There are & certain number of products which have 
declined in inter-state trade and for which some protective or extemal i m ­
port orientation may have developed, but the evidence is not conclusive to 
the extent that the Corporations can be blamed for violating the spirit or 
rule of the Treaty. '^ 

T H E F I N A N C I A L I M B A L A N C E S I N T H E E A C C O R P O R A T I O N S A N D 
i H E G E N E R A L F U N D S E R V I C E S 

eco**^* severa l w a y s i n w h i c h t h e C o r p o r a t i o n s c o n t r i b u t e d t o l o ca l 
imn'^^r^*^ a c t i v i t y : (a) d i f f e r e n t i a l t a r i f f s (less o n expor t s a n d m o r e o n 

por ts , etc.) t o boost t h e economies, (b) d i f f e r e n t i a l ra tes o n t h e 



domest i c m a r k e t - c a r r y i n g c e r t a i n c o m m o d i t i e s be low t h e i r r e a l cosi 
(c) t h e i n - b u i l t t a p e r p r i n c i p l e (especial ly for t h e R a i l w a y s ) (d) c a p i t , 
f o r m a t i o n (e) e m p l o y m e n t g e n e r a t i o n (f) f o r e i g n exchange e a r n i n g ( j 
economies o f scale ( g r e a t e r i n t h e t r a n s p o r t a n d c o m m u n i c a t i o n s sect 
due t o t h e l a r g e size o f t h e u n i t s i n v o l v e d ) . 

T h e R a i l w a y s o f f e red a l t e r n a t i v e t r a n s p o r t a t i o n o f l o w - r a t e d c o i 
m o d i t i e s w h i c h cou ld have been u n e c o n o m i c a l f o r r o a d t r a n s p o r t 
c a r r y . Passenger fares on t h e R a i l w a y s (even i t s buses) were belo^ 
p r o f i t m a r g i n . T h e r e w e r e severa l hnes (seven i n t h e e a r l y 1970s) i 
n i n g w i t h de f i c i t s b u t opera ted because these were spread over t h e € V 
t i r e s y s t e m , a n d / o r subs id ized . W i t h i n d i v i d u a l t r a n s p o r t systems, t l 
l o n g - h a u l a g e w o u l d bear h i g h e r cost i f f i x e d a n d v a r i a b l e costs w e r e 
be f u l l y recovered. '* 

I n a n u t s h e l l , t h e E.A.C. was u n a b l e t o e f f e c t ive ly r e g u l a t e t h e t r t 
s p o r t sys tem i n E a s t A f r i c a , a n d decisions t a k e n a t n a t i o n a l l e \
s o m e t i m e s i m p i n g e d o n t h e r a i l w a y s ( a n d o t h e r Corpora t i ons ) j o i n ^ 
service . T h e " d i f f e r e n t i a l t a r i f f , f o r e x a m p l e , was w e a k e n e d by i 
c o m p e t i t i o n ; j u s t as t h e M o m b a s a - N a i r o b i p i p e l i n e h a d a n adverse 
feet on t h e business o f t h e R a i l w a y s . For , a l t h o u g h i n t h e f i n a l yi 
each Reg ion was responsib le for i t s o w n f i n a n c i a l p e r f o r m a n c e , t ^ ^ 
were r e q u i r e d t o s u b m i t f u n d s i n excess o f o p e r a t i o n a l costs t o w 
N a i r o b i H e a d q u a r t e r s . ' " 1 

' T h e r e have been c o m p l a i n t s t h a t r a i l w a y engines t h a t h a d bee 
dec lared scrap i n K e n y a were sent for use i n T a n z a n i a ; t h a t R a i l w a i 
a u t h o r i t i e s a l w a y s l o o k e d first a t K e n y a (eg. i n t h e p r o v i s i o n o f d i e _ ^ 
locomot ives , w h i c h w e r e for m a n y y e a r s a preserve o f t h e M o m b a s a 
N a i r o b i Une) . T h e r e was a lso t h e " o v e r - d e v e l o p m e n t " o f t h e r a i l w a y s i 
K e n y a (a t one t i m e even t h e f e a s i b i l i t y o f e l e c t r i f y i n g t h e N a i r o b i ^ 
M o m b a s a l i n e was b e i n g envisaged) . ' * N o r w e r e such c o m p l a i n ' ' 
l i m i t e d t o t h e R a i l w a y s . T h e H a r b o u r s C o r p o r a t i o n e x h i b i t e d m u c 
i n h e r i t e d ( a n d re in forced ) i n e q u a l i t y . Desp i te D a r es Sa laam's g r o w t 
especial ly f o l l o w i n g Rhodesia 's U D I a n d a n d t h e i n c r e a s e d t r a f f i c t i 
Z a m b i a , M o m b a s a s t i l l h a n d l e d m o r e t r a f f i c t h a n a l l T a n z a n i a n coast 
p o r t s c o m b i n e d t o g e t h e r i n 1973 ( D a r es S a l a a m : 3,214,000 t o n s . T a n g 
280,000 tons, M t w a r a : 170,000 t ons ; as a g a i n s t M o m b a s a ' s 6,724,0 
t o n s ) , a n d t h i s o f necessity a f f e c ted i n v e s t m e n t s ( r e l a t i v e l y ) i n f a v o u r (A 
K e n y a . T h i s u n e q u a l access t o bene f i t s was somet imes open a n ^ 
deUberate . W i t n e s s K e n y a ' s u n a u t h o r i z e d w i t h d r a w a l o f t h e cor 
p o r a t i o n ' s funds a t M o m b a s a . ' ^ j 

U n U k e t h e R a i l w a y s , t h e E a s t A f r i c a n A i r w a y s d i d n o t subs id iz 
traf l f i c as s u c h ; b u t t h e a i r l i n e u n d e r t o o k c e r t a i n domest i c f l i g h t s whose 
r o u t e p r o f i t a b i l i t y m i g h t n o t have been necessar i ly a t t r a c t i v e . T h e 
E.A A . A c t p r o v i d e d f o r t h e o p e r a t i o n o f s chedu led services w i t h i n E a s t ' 
A f r i c a ( operated w h e t h e r t h e r e was f u l l or p a r t i a l l o a d ) . I n t h e o p i n i o n 
o f K e n y a , T a n z a n i a b e n e f i t e d m o r e f r o m t h i s s u b s i d i z a t i o n i n t h a t it, 
w a s a l a r g e r c o u n t r y a n d opera ted i n t e r n a l r outes w h i c h w e r e n o t 
e conomica l . 

T h e m o n e y r a i s e d i n T a n z a n i a a n d U g a n d a , w h e t h e r f r o m domest i c 
i n t e r n a t i o n a l flights, was n o t necessar i ly spent i n those Regions, b u t 

" ' e n t to N a i r o b i t o of fset H e a d q u a r t e r s e x p e n d i t u r e , t r a i n i n g a n d 
w o r k s h o p m a i n t e n a n c e w h i c h were c o n c e n t r a t e d t h e r e . I n o t h e r w o r d s , 
^ y o u t o o k t h e revenue , k n o c k e d o f f o p e r a t i n g e x p e n d i t u r e s , a n d c a p i t a l 
( i n d e r t a k i n g s (none o f s i g n i f i c a n c e i n t h e 1970s except p u t t i n g up t e r ­
m i n a l s i n D a r es S a l a a m a n d K a m p a l a ) , t h e res t w a s t r a n s f e r r e d (a t 
least before t h e t r a n s f e r o f f u n d s cr i s i s ) t o N a i r o b i t o mee t E A . A . c o m ­
m i t m e n t s . 

The E a s t A f r i c a n A i r w a y s e a r n e d m o r e f r o m i n t e r n a t i o n a l flights 
t a k i n g o f f f r o m T a n z a n i a t h a n t h e y spent i n t h e c o u n t r y . W h e t h e r i n ­
t e r - t e r r i t o r i a l s u b s i d i z a t i o n was a t p a r is a n open ques t i on , b u t a c loser 
look a t t h e m o v e m e n t o f f u n d s i n d i c a t e d t h a t K e n y a m i g h t i n f a c t have 
benef i ted more . K e n y a got a l o t o f i n d i r e c t bene f i t s . To t a k e one e x a m ­
ple, t h e E .A .A . i n t e r n a t i o n a l flights w e r e p r o f i t a b l e a n d t e n d e d t o boost 
t o u r i s m f r o m w h i c h K e n y a b e n e f i t e d a t T a n z a n i a ' s expense. 

Indeed , t h e r e w e r e i n d i e at ien? , e spec ia l ly i n e a r l y 1969 a n d i n 
1972, o f p o w e r f u l m a g n a t e s a m o n g t h e l o ca l bourgeois ie a n d f o r e i g n 
capitaUsts i n K e n y a p r e s s u r i z i n g t h e K e n y a G o v e r n m e n t t o w i t h d r a w 
f r o m t h e E a s t A f r i c a n A i r w a y s a n d e s t a b l i s h h e r o w n " n a t i o n a l " a i r h n e 
— a sec t iona l c h a l l e n g e o b s t r u c t e d b y t h e i n t e r v e n t i o n o f P r e s i d e n t 
K e n y a t t a ( w i t h M w a l i m u N y e r e r e ' s i n f l u e n c e ) w h i c h could , as i t d i d , 
m a t e r i a U z e a t a l a t e r date . ' * 

L i k e t h e R a i l w a y s , t h e E a s t A f r i c a n Posts a n d T e l e c o m m u n i c a t i o n s 
t a r i f f s were n o t es tabUshed o n a c os t - o r i en ted basis . T h e d i s t r i b u t i o n 
was invo lved . ' * T h e E A P & T ' s d i s t r i b u t i o n o f c a p i t a l d e v e l o p m e n t ex­
p e n d i t u r e , l i k e t h e H a r b o u r s , d i d n o t t a k e i n t o a c count r e g i o n a l con­
t r i b u t i o n t o gross e a r n i n g s o f t h e C o r p o r a t i o n s . A t l e a s t be fore t h e t r a n ­
sfer o f funds cr is i s arose, t h e H e a d q u a r t e r s w o u l d c a l l f o r m o n e y f r o m 
w h i c h e v e r source h a d i t a n d a l l o c a t e d i t t o w h i c h e v e r Reg ion was i n 
d e m a n d , w i t h t h e r e s u l t t h a t t h p r e was a c e r t a i n e l e m e n t o f i n t e r -
t e r r i t o r i a l s u b s i d i z a t i o n w h i c h was t h e n absorbed i n t o t h e e n t i r e 
sys tem. 

"The quest ion of t h e p h a s i n g o f t h e pro jec ts (for t h e sooner t h e be t ­
ter) is also i m p o r t a n t : a l l o c a t i o n s b y E A P & T i n r u r a l t r u n k h n e s a n d 
exchanges, for e x a m p l e , i n t h e C o r p o r a t i o n ' s seven y e a r P l a n (1973-79) 
w e r e as foUows: K e n y a 3.6 per cent , T a n z a n i a 35.6 per cent a n d U g a n d a 

• per cent. T h e p a t t e r n o f e x p e n d i t u r e i n t h e first t w o years 
, were : K e n y a 43 per cent , T a n z a n i a 4 0 per cent a n d . U g a n d a 

per c e n t i " 

T H E T R A N S F E R O F F U N D S C R I S I S (1973—75) 

Before t h e t r a n s f e r o f f u n d s p r o b l e m s t a r t e d w i t h t h e E a s t A f r i c t m 
KaUways C o r p o r a t i o n i n 1973, t h e a g r e e m e n t , u n d e r A r t i c l e 25 o f t h e 

r e a t y , w a s t h a t a l l s u r p l u s f u n d s n o t r e q u i r e d b y t h e C o r p o r a t i o n s 
n o u l d be r e m i t t e d t o H e a d q u a r t e r s for R e c u r r e n t a n d D e v e l o p m e n t E x -



p e n d i t u r e . T h e n a stage was r e a c h e d w h e n K e n y a t h o u g h t t h a t becai 
t h e y h a d r e v e n u e - g e n e r a t i n g C o r p o r a t i o n s w i t h i n t h e i r t e r r i t o r i e s , e 
Harbouurs ( M o m b a s a ) , E .A .A . , E A P & T etc, t h e y w o u l d lose i f t h e y s 
o u t a l l t h i s money . T h e y dec ided t o stop t h e t r a n s f e r s a n d T a n z a n i a a 
U g a n d a r e t a l i a t e d . O n t h e surface , t h e p r o b l e m e s s e n t i a l l y i n v o l 
f o r e i g n exchange . A t t h e e n d o f 1974, K e n y a h a d a f o r e i g n e x c h a n 
d e f i c i t o f Shs. 1,000/- m i U i o n , a n d she c l a i m e d t h a t she was u s i n g 
f o r e i g n exchange to r u n t h e E.A.C. c o r p o r a t i o n s . K e n y a t h e n s top i 
m a k i n g r e m i t t a n c e s to t h e h e a d q u a r t e r s o f t h e C o r p o r a t i o n a n d s 
t h a t unless t h e r e was a basic reason for t h e t r a n s f e r s , w h i c h t 
h e a d q u a r t e r s s h o u l d j u s t i f y , t h e funds s h o u l d n o t be t r a n s f e r r e d . 

K e n y a m i g h t a t t r i b u t e h e r n o n - r e m i t t a l o f f u n d s t o K a m p a l a 
f ears o f reckless s p e n d i n g b y t h e m i l i t a r y a u t h o r i t i e s , f or i n s t a n c e ; 
n e i t h e r d i d t h e y send t h e f u n d s on b e h a l f o f E A P & T t o C r o w n A g e n t s 
L o n d o n . T h e I B R D t h a t h a d i n v e s t e d h e a v i l y i n t h e C o r p o r a t i o 
pressed a n d a j o i n t F i n a n c e a n d C o m m u n i c a t i o n s C o u n c i l m e e t i n g w 
h e l d i n A r u s h a i n J u l y 1974. T h e m e e t i n g devised t h e " p r o - r a t a " f 
m u l a o f t r a n s f e r r i n g f u n d s a n d p r o v i d e d for t h e r e m i t t a n c e o f f u n 
f r o m t h e reg ions o f t h e c o r p o r a t i o n s t o t h e h e a d q u a r t e r s i n a c cordan 
w i t h t h e needs o f s u c h h e a d q u a r t e r s ( sa lar ies , l o a n s e r v i c i n g , f o r e i 
o b l i g a t i o n s , etc . ) . T h e f u n d s so t r a n s f e r r e d w o u l d be t h e surp lus b a l a 
ces o f each r e g i o n , a r r i v e d a t a f t e r d e d u c t i n g t h e m o n t h l y w o r k i 
balances a n d o v e r h e a d costs o f t h e reg ions . T h e c o r p o r a t i o n s were su 
posed to c a l l f o r these surpluses i n t h e r a t i o o f t h e surpluses , so t h a t t h 
r e g i o n w i t h m o r e surpluses p a i d m o r e to t h e c o r p o r a t i o n . A f t e r t h r e 
m o n t h s , K e n y a s a i d t h e f o r m u l a o v e r t a x e d h e r u n d u l y ! T h e f o r e i g n e 
change p r o b l e m n o t w i t h s t a n d i n g , c o m m o n o w n e r s h i p o f t h e co 
p o r a t i o n s e n t a i l e d t h a t a r eg i on e a r n i n g m o r e o u g h t to a t l east pa 
more . 

T h e I B R D i n t e r v e n e d a g a i n i n J a n u a r y 1975, a n d t h e M t e i Co 
m i t t e e * ! w a s f o r m e d . I t f o u n d t h a t K e n y a was n o t b e a r i n g m u c h o f t 
costs o f r u n n i n g t h e h e a d q u a r t e r s as she c l a i m e d , a n d i n a d d i t i o n , i 
set ou t t h e m a n n e r o f s h a r i n g such costs. 

T h e u n m e d i a t e r e a c t i o n t q t h e M t e i R e p o r t was v a c i l l a t i o n (on t 
p a r t o f U g a n d a a n d T a n z a n i a ) a m i d s t i n s i s t e n c e t h a t i f y o u get m o r 
p a y m o r e . K e n y a stressed t h a t i n o r d e r t o m i n i m i z e t h e i n t e r s t a t e t r a n ­
sfers , t h e a c t i v i t i e s o f t h e h e a d q u a r t e r s s h o u l d be scaled d o w n . I t was 
c l e a r t h i s was a n a t t e m p t t o fight f o r m o r e a n d m o r e d e c e n t r a l i z a t i o n , 
b u t w i t h a n u l t e r i o r m o t i v e as e x e m p l i f i e d b y h e r s t a n d on futvtre f i n a n ­
c i n g o f t h e tfapital d e v e l o p m e n t p r o g r a m m e s a n d e x t e r n a l o b l i g a t i o n s o 
t h e c o rpora t i ons w h i c h , K e n y a a r g u e d , shou ld be financed by t h e 
Regions, a n d n o t t h e H e a d q u a r t e r s as h a d h i t h e r t o been t h e case. T h i s 
was u n a c c e p t a b l e t o t h e o t h e r t w o p a r t n e r - s t a t e s : i n t h e pas t , t h e E.A.C 
i n v e s t e d m o r e i n K e n y a — t h e l a t t e r n o w w a n t e d T a n z a n i a f o r e x a m p l 
t o develop D a r es S a l a a m p o r t a lone w h i l e M o m b a s a was developed b 
a l l ' t h e p a r t n e r - s t a t e s . 

W a s t h e roo t cause o f t h e p r o b l e m f o r e i g n echange reaUy? I f a 

assumed i t s o w n r e s p o n s i b i l i t y i n e x t e r n a l l o a n s e r v i c i n g f o r 
' ^ ^ ^ jg j4 w o u l d s t i l l p a y f o r e i g n exchange , t h e o n l y d i f f e rence b e i n g 
e x a m p ^ ^ i t p a i d overseas s t r a i g h t i n s t e a d o f t h e h e a d q u a r t e r s . A 

eroeal s o l u t i o n ( w h i c h w o u l d ensure t o some e x t e n t t h a t a d i shones t 
P*®*1 er d i d n o t receive t h e t r a n s f e r r e d f u n d s a n d re fuse t o t r a n s f e r h e r -
^ ^ K ) " w o u l d have been t r a n s f e r s b e t w e e n c o r p o r a t i o n s w i t h i n t h e 

ions e.g. H a r b o u r s (Mombasa ) w o u l d have t r a n s f e r r e d t o t h e E . A . A . 
H e a d q u a r t e r s i n N a i r o b i i n s t e a d o f t r a n s f e r r i n g t o t h e H a r b o u r s 
headquarters i n D a r es S a l a a m , a n d to r e c i p r o c a t e E . A . A . ( T a n z a n i a 
Region) w o u l d t r a n s f e r to t h e H a r b o u r s H e a d q u a r t e r s i n D a r es S a l a a m 
a n d so on. B u t w i t h such a n a r r a n g e m e n t ( a s s u m i n g such t r a n s f e r s 
were a t p a r ) we w o u l d no t be r u n n i n g t h e c o r p o r a t i o n s as e n t i t i e s i n 
themselves . I n d e e d , once a d e p a r t u r e was m a d e f r o m t h e p r i n c i p l e o f 
t h e Region w i t h m o r e s u r p l u s p a y i n g m o r e , even t h e n o n - s u r p l u s 
g e n e r a t i n g ones cou ld be t o l d t o pay m o r e ( w i t h t h e T r e a s u r i e s ' sub ­
s id i za t i on p e r h a p s ) ! 

T h e n came t h e c a l l , f i r s t b y K e n y a , o f t h e need t o r e v i e w t h e 
T r e a t y , w h i c h was accepted by t h e A u t h o r i t y . U g a n d a a n d T a n z a n i a 
( the l a t t e r h a d been p r e p a r e d t o discuss t h e M t e i R e p o r t on t h e develop­
m e n t p r o g r a m m e s a n d l o a n s e r v i c i n g issues) , n o w a r g u e d f o r a r e t u r n t o 
t h e J u l y 1974 p r o - r a t a f i n a n c i n g o f t h e c o r p o r a t i o n s t r a n s f e r f o r m u l a , 
a n d shelve e v e r y t h i n g else u n t i l a r e v i e w o f t h e who le T r e a t y was made . 
K e n y a i n s i s t e d t h a t t h i s r e v i e w (of t h e m e c h a n i s m o f financing t h e 
headquarters ) be done t h e r e a n d t h e n on llhe basis o f t h e M t e i R e p o r t 
(an obvious a t t e m p t t o e x p l o i t t h e f a c t t h a t t h e M t e i R e p o r t d i d n o t 
t o u c h such issues as t h e d e v e l o p m e n t p r o g r a m m e s a n d l o a n s e r v i c i n g , 
for w h i c h K e n y a w a n t e d t o go i t alone!)*^ M e a n w h i l e , t h e c o r p o r a t i o n s 
were a l m o s t p a r a l y s e d , w i t h d e v e l o p m e n t p r o g r a m m e s a t s t a n d s t i l l , ex­
cept w h e r e t h e r e g i o n was s t i l l h q u i d , e.g. H a r b o u r s (Mombasa ) w h e r e 
t h e reg ion h a d k e p t Shs. 120 / - m i U i o n i n a ' secret ' a c c o i m t w h i l e t h e 
C o r p o r a t i o n as a w h o l e was 'sq m u c h i n t h e r e d t h a t a n E a s t A f r i c a n 
L e g i s l a t i v e A s s e m b l y Select C o m m i t t e e was a p p o i n t e d t o probe t h e 
m a t t e r . " 

T h e f igures be low i l l u s t r a t e m a n y o f t h e c o n t e n t i o n s m a d e above 
a n d , i n p a r t i c u l a r , expose as a l i e t h e K e n y a n c l a i m o f i t s c a r r y i n g t h e 
f o r e i g n exchange b u r d e n o f financing t h e c o r p o r a t i o n s . " 

Tab le 1 : Resu l ts of O p e r a t i o n s (Surplus (-^), Deficit (-) 

ShiUings Mill ion). 

K E N Y A 
G F S E A A C E A H C E A R C E A P & T / E X T O T A L 

1973 -H2.93 —105.45 -t-53.31 +35.22 +150.93 +146.94 
1374 +16.02 —78.32 +173.37 +29.07 +141.82 +281.96 



T A N Z A N I A 

1973 
1974 

+9.12 +115.08 —38.50 +100.68 +82.09 +268.4 
+5.23 +152.21 —31.43 +116.89 +90.66 +323.4 

U G A N D A 

1973 
1974 

+4.08 
+6.65 

+100.26 
+ 134.85 

—0.66 
—0.56 

+53.95 
+38.58 

—64.37 
—127.12 

+93. 
+52. 

T O T A L 

1973 +26.13 
1974 + 2 7 . 9 0 

+ 109.89 +14.15 +189.85 +168.65 +508. 
+208.74 +141.38 +184.54 +105.26 +667. 

Notes: (a) Based on difference between Gross Operating Revenue and Gr 
Operating Expenditure. 
(b) Headquarters figures are included i n the Region where they 
located. 

Source: Mtei Committee Report op. c it . 

D I F F E R E N T I A L C O N T R I B U T I O N B Y T H E P A R T N E R S T A T E S 

A f t e r t h e a b o l i t i o n o f t h e I n c o m e T a x D e p a r t m e n t , a d i f f e r e n t i a l i n t e r ! 
f o r m u l a was used f o r t h e f i n a n c i n g o f t h e GFS , i .e. K e n y a 48 per ce 
T a n z a n i a 32 per c e n t a n d U g a n d a 20 per' cent . A v a i l a b l e d a t a s h 
t h a t o f t h e Shs. 518.6 m i U i o n s u r p l u s r e a h z e d by t h e E.A.C. C 
p o r a t i o n s i n 1973, Shs. 284.5 / - m i l l i o n or 55 per c e n t was r e a l i z e d f r 
opera t i ons i n t h e T a n z a n i a r e g i o n . T h e c o r r e s p o n d i n g f i gures for K e n 
a n d U g a n d a were S h 8 . ^ 8 5 / - m i U i o n (36 per cent ) a n d Shs. 47.6 / - m i U i 
(9 per cent ) respec t ive ly . I n 1974, Shs. 286.8 / - m i U i o n or 51 per c" 
s u r p l u s was t h e c o n t r i b u t i o n o f t h e T a n z a n i a reg i on t o t h e t o t a l s u r p l 
o f Shs. 756.6 / - m i U i o n . 

T a n z a n i a ' s F i n a n c e M i n i s t e r , p u t i t i n a b e t t e r perspect ive i n 
1975 /76 B u d g e t speech: 

Comparing revenue and surplus generated in 1974, i t can be observed f 
for every Shs. 100/- of revenue from Community operations in Kenya, 
75/- is swallowed by expenditure. For the operation i n Uganda, expendit 
absorbed 88/- out of every Shs. 100/- of revenue. I n other words, although i 
per cent of to ta l Community surplus is generated in Tanzania, the < 
penditure in Tanzania is only 21 per cent of her total expenditure and 
per cent i n Uganda.** 

W h a t is c e r t a i n is t h a t K e n y a rece ived m o r e t h a n she c o n t r i b u t e d , 
quote Si las M u n a b i ( U g a n d a n ) , t h e n E.A.C. D e p u t y M i n i s t e r I 
C o m m o n M a r k e t a n d Economic A f f a i r s : 

. . .although Kenya contributed more to the Funds of the GFS, the Co 
munity 's expenditure in Kenya had, aU along been more than Kenya's co 

f 
tr ibut ion , and the Community 's investments i n Kenya were more than in 

J both the 'o ther partners.* ' . 

P O L I T I C S , I D E O L O G Y A N D O T H E R F A C T O R S 

t h e decade or so s ince t h e pledge f o r a n E a s t A f r i c a n F e d e r a t i o n was 
made , t h e forces o f d i s i n t e g r a t i o n have been on t h e ascendancy . So 
d iv i s ive were t h e events o f 1963-75 ( a n d p a r t i c u l a r l y t h e coup i n 
Uganda ) t h a t t h e r e is no d o u b t w h a t s o e v e r t h a t p o l i t i c a l l y , East A f r i c a 
h a d by t h e mid -19708 m o v e d v e r y f a r a p a r t t h a n i t was i n t h e e a r l y 
19608. 

Could t h e c r e a t i o n o f a p o l i t i c a l f e d e r a t i o n m i n i m i z e t h e p r o b l e m s 
w h i c h faced t h e C o m m u n i t y ? P e r h a p s i t c ou ld i n j e c t a feeUng o f 
oneness w h i c h cou ld he lp reduce C o m m o n M a r k e t p r o b l e m s . B u t 
m e a n i n g f u l f edera t i ons c a n on ly be c o n s t r u c t e d on t h e basis o f a c om­
m o n ideology, a n d soc iahst ideology a t t h a t ; o t h e r w i s e t h e r e w o u l d 
a lways be t h e danger to t h e i r very. s t a b U i t y a n d s u r v i v a l . 

Is i t possible to have a successful economic i n t e g r a t i o n i f a l l t h e 
p a r t n e r s fo l l ow a c a p i t a l i s t pohcy? U n d e r such c o n d i t i o n s , a C o m m o n 
M a r k e t could be feasib le , b u t a n " e q u a l a n d i n d e p e n d e n t " f u l l y i n ­
t e g r a t e d C o m m u n i t y is imposs ib le — n o t even w h e n b a c k e d u p w i t h 
federa l a r r a n g e m e n t s . I n t h e event o f such a n a t t e m p t , u n d e r 
c a p i t a l i s m , t h e r e w o u l d be a b u i l d up o f pressure w h i c h w o u l d t h r e a t e n 
i t s very s u r v i v a l a n d E a s t A f r i c a i t s e l f a l r e a d y of fers some evidence . 

Nseke la , i n h is r e f l e c t i ons on " T h e Economic Aspec ts o f E a s t 
A f r i c a n Federa t i on "** was o f t h e o p i n i o n t h a t even t h e pre - requ i s i t e s 
for f edera t i on were n o t t h e r e . A n d he l i s t e d t h e m as: (a) a reasonabls 
c o m m o n ideological base b e t w e e n t h e p a r t n e r states , i m p l y i n g a 
broader measure o f a g r e e m e n t on c e r t a i n key issues such as t h e n a t u r e 
a n d causes o f u n d e r d e v e l o p m e n t , t h e i m p h c a t i o n s f o r social r e l a t i o n s o f 
var i ous economic systems, etc. (b) t h e w i l l a n d a b i h t y t o c o n f r o n t 
r e g i o n a l p rob lems o f d i s t r i b u t i o n a n d m i n i m i z e t h e m . 

The East A f r i c a n L e g i s l a t i v e A s s e m b l y Select C o m m i t t e e on E a s t 
A f r i c a n F e d e r a t i o n , i n i t s r e p o r t i n J u n e 1975, m i l d l y proposed t h a t t h e 
E.A.C. be adopted as a nuc leus for a f e d e r a t i o n a n d a r g u e d t h a t t h e 
p r i n c i p l e s o f t h e C o m m u n i t y be m o d i f i e d so as t o g ive t h e C o m m u n i t y 
some f o r m o f s tatehood . 
. T^^ T r e a t y prov is ions w e r e no t necessar i ly t h e best possible , b u t 

^ e best acceptable so lut i ons w h i c h t h e p a r t n e r - s t a t e s c ou ld endorse , 
mad^* there fore a l w a y s r o o m for i m p r o v e m e n t . I n d e e d , t h e T r e a t y 

ions i n v a r i o u s ways f o r i t s o w n i m p r o v e m e n t b y w a y o f 
^ m ^ n d m e n t s t o e x i s t i n g prov i s i ons ( A r t i c l e 9 4 ) , or by w a y o f r e v i e w o f 
i n d f ^ ' " S t i t u t i o n s such as t h e T r a n s f e r T a x ( A r t i c l e 20.16) a n d t h e 
was"* K ^^^'^^^^K s y s t e m ( i m p h e d i n A r t i c l e 23 .2 ) . T h e c r u c i a l t h i n g 
r e a c l ^ * ^ t h e d i r e c t i o n o f change . A m e n d e m e n t s w i t h o u t f a r -
P r o f s t r u c t u r a l changes w o u l d n o t c r e a t e t h e desired t h i n g - w h a t 
a n d • p i o n e e r i n g w o r k o n t h e issue, t e r m e d " a n e q u a l 

^ d e p e n d e n t E a s t A f r i c a n C o m m o n M a r k e t " — a C o m m u n i t y i n -



dependent o f f o r e i g n monopo ly c a p i t a l a n d i t s accompl ices — t 
n a t i o n a l bourgeois ie , a n d equal i n t h e sense o f e q u i t a b l e s h a r i n g o f t 
f r u i t s of t h e C o m m u n i t y . 

I t is f i t t i n g to r e f e r to P r o f Y a s h T e n d o n ' s r a t h e r p r o p h e t 
q u e s t i o n i n 1973 on t h e C o m m u n i t y : " I s t h e S u r v i v a l o f t h e C o m m u n i 
a t Stake?"** T a n d o n a r g u e d t h a t t h e s u r v i v a l o f t h e C o m m u n i 
despi te t h e U g a n d a - T a n z a n i a post-coup a l i e n a t i o n , shou ld no t be t a k 
as a raison d'etre f or t h e co-existence be tween t h e d o c t r i n e of b i l a t e r 
c o n f l i c t a n d m u l t i l a t e r a l c ooperat i on . H e contended t h a t t h e Co -
m u n i t y s u r v i v e d ( i n t h e mos t l i t e r a l sense o f t h e w o r d , a t t h a t s tag 
because o f t h e spec ia l c ircvunstances c o n c e r n i n g U g a n d a - T a n z a n 
r e l a t i o n s ( low Unkage by w a y o f t r a n s p o r t a n d c o m m u n i c a t i o n s , t r a d 
etc.) a n d t h a t , shou ld t h e r e be (as i t d id ) a n occasion of c o n f l i c t be 
w e e n K e n y a a n d her p a r t n e r ( s ) , n e i t h e r t h e C o m m u n i t y n o r t h e do 
t r i n e h a d m u c h hope o f s u r v i v a l . 

M u c h m o r e s i g n i f i c a n t t h a n t h i s was perhaps t h e damage caused t 
t h e l o n g - r u n designs o f t h e C o m m u n i t y as l a i d d o w n i n t h e T r e a t y . T 
quote T a n d o n : 

The Treaty presumes, although i t does not say so in so many words, a ta 
t ical alliance between Uganda and Tanzania i n the rectif ication of f 
historical imbalance against them, and i t is the basis of this ahance t h 
has been destroyed, I t h i n k , (permanently) by the Uganda-Tanzan' 
hosti l ity of 1971-72.*9 

T a n d o n was o f t h e o p i n i o n t h a t m a n y of i n t e r - s t a t e squabbles r e f e r r e d 
were areas w h e r e i f t h e U P C G o v e r n m e n t was s t i l l i n power , T a n z a n i 
a n d U g a n d a m i g h t h a v e j o i n e d h a n d s a t t w i s t i n g K e n y a ' s a r m s , fo 
despi te t h e gu idehnes set for opera t i ons o f t h i n g s Hke t h e t r a n s f e r t a 
t h e E A D B , t h e C o r p o r a t i o n s , etc., i n r e a U t y t h e decisions w e r e sub jec t t 
c o m p e t i t i v e n e g o t i a t i o n be tween t h e m e m b e r s tates . T a n d o n argue 
t h a t t h e demise o f t h e " i n f o r m a l " U g a n d a - T a n z a n i a aUiance h a d con­
s i d e r a b l y s t r e n g t h e n e d K e n y a ' s h a n d i n these c o m p e t i t i v e nego t ia t i ons 
D r e s a n g a n d S h a r k a n s k y , i n t h e w o r k quo ted e a r l i e r , used the greate 
i n v e s t m e n t a l l o c a t i o n s for K e n y a by t h e d i f f e r e n t c o rpora t i ons t o sub 
s t a n t i a t e t h i s a r g u m e n t . 

One m u s t t a k e e x c e p t i o n to some o f these c o n t e n t i o n s , f or m u c h o 
t h i s t r e n d w o u l d have been t h e r e , coup or no coup, as i t was before 1971 
I n d e e d , i n p r a c t i c e , even a t t h e h e i g h t o f t h e t e n s i o n be tween T a n z a n i 
a n d U g a n d a , t h e r e w a s a l o t o f c ooperat i on i n t h e counci ls a n d othe 
organs o f t h e C o m m u n i t y be tween U g a n d a a n d T a n z a n i a , i n a 
" a l l i a n c e " o f t h e least p r i v i l e g e d . ' " 

T h e a d o p t i o n o f t h e T r e a t y d i d n o t r emove t h e di f ferences i n a t ­
t i t u d e s (o f m i n d , t o say t h e least) to s o c i a l i s m a n d c a p i t a l i s m , t o t h 
g r e a t soc iahst a n d c a p i t a l i s t powers , t o t h e n o n - c i t i z e n s , t o t h 
o r g a n i z a t i o n o f economic Ufe i n t h e t o w n a n d c o u n t r y s i d e , etc . T h 
T r e a t y o f fered t h e p o s s i b i l i t y o f t a k i n g c o m m o n economic decisions a t 

levels a n a t t e m p t t o m a k e d i f f e r e n t economic systems co-exist 
^ • ^ ^ t T l l - e f f e c t s , w h i c h , as t h i n g s t u r n e d out , was imposs ib le . 
^ ^ ^ W b a t o f t h e effects o f t h e E.A.C., g i v e n i t s " d e m o n s t r a t i o n e f fec ts " 

deve l opment o f sociaUst i n s t i t u t i o n s i n T a n z a n i a ? Severa l 
h i ros h i g h l i g h t e d i n t h e paper ex i s t , a n d so one c a n n o t q u i t e agree 

P'!" tr-r<-o„'B6i conc lus ion t h a t t h e T r e a t y w o u l d not i n h i b i t T a n z a n i a n 
w i t h Yaf feys^ 

^teewhere ^ t h a t t h e E A D B w o u l d assist T a n z a n i a a t t a i n h e r soc ia l i s t ob-
t o w a r d s a so c ia l i s t soc iety ; or w i t h t h e c o n t e n t i o n 

jectives,^^^^ t a k i n g a s t r i c t l y a n t i - n e o - c o l o n i a l i s t p o s i t i o n i n t h e debate 
t h e C o m m u n i t y a n d t h e w i d e r issues o f d e v e l o p m e n t a n d self-

" " u a n c e i n t h e t h r e e c o u n t r i e s , u n f o l d s t h r e e m a j o r causes o f d i f f i c u l t i e s 
i n b r i n g i n g about economic i n t e g r a t i o n i n t h e LDCs , n a m e l y a h i s t o r i c a l 
cause, t h e choice o f p a t h o f d e v e l o p m e n t a n d t h e d o m i n a t i n g ro le o f 
fore ign monopoUes. H e e x p l a i n s t h a t as a r e s u l t , t h e m a r k e t is l i m i t e d 
due t o a poor t r a n s p o r t sys tem, t h e d o m i n a n c e o f t h e subs is tance sector 
a n d t h e fac t t h a t i n c o m e is skewedly d i s t r i b u t e d v n t h t h e r e s u l t t h a t 
reaUy ef fect ive m a r k e t is c o n c e n t r a t e d i n a t i n y m i n o r i t y o f t h e i n -
teUigensia a n d t h e p e t t y bourgeosie . H e m a k e s t h r e e r e c o m m e n d a t i o n s : 
(a) n a t i o n a h z a t i o n o f t h e k e y i n d u s t r i e s i n t h e w h o l e of East A f r i c a 

a n d p a r t i c i p a t i o n o f t h e states i n such a way t h a t t h e y can m a k e 
key decisions. 

t h e East A f r i c a n states s h o u l d f o l l o w a soc ia l i s t p a t h of develop­
m e n t . 
there shou ld be c o - o r d i n a t e d p l a n n i n g a n d espec ia l ly a c o o r d i n a t e d 
i n d u s t r i a l s t r a t e g y . 

W h i l e t h e a t t a i n m e n t of these proposals could be m e r e wdshful t h i n k i n g 
as t h e F e d e r a t i o n appears now, t h e i r i m p o r t a n c e c a n n o t be u n ­
deres t imated . M e a n w h i l e , these c o u n t r i e s o u g h t t o opt for t h e second-
best a l t e r n a t i v e a n d w o r k out soipe k i n d o f economic i n t e g r a t i o n w i t h i n 
t h e c o n s t r a i n t s no ted above. A n d pne w o u l d stress t h e need t o arouse 
t h e p o l i t i c a l consciousness o f t h e people a n d to i n t e n s i f y "c lass 
s t r u g g l e " as a p r e - r e q u i s i t e for a s tab le , i n d e p e n d e n t a n d e q u a l 
Economic C o m m u n i t y . 

W h i l e T a n z a n i a cou ld f o r p i a n o t h e r C o m m u n i t y (a l ready t h e r e is 
close economic cooperat ion w i t h Z a m b i a a n d M o z a m b i q u e ) w i t h h e r 
s o u t h e r n r e l a t i v e l y m o r e progress ive n e i g h b o u r s — T a n z a n i a is a m e m -
(KXT^ S o u t h e r n A f r i c a D e v e l o p m e n t C o o r d i n a t i o n C o u n c i l 

_ ̂  K e n y a w i l l n o w be e x p l o i t e d m o r e by t h e m u l t i n a t i o n a l 
c o rporat i ons (especial ly those of t h e EEC b lock ) who , i t seems, h a v e 
dusr™*** or were i n d i f f e r e n t t o t h e E A C col lapse. I n f l u e n c i a l i n ­
to t K e n y a seem to t h i n k t h a t K e n y a is "deve loped" enough 
bou*^* * t par w i t h E E C Block ' s N M C s r a t h e r t h a n p i n hopes on n e i g h -
the'^^^^j^*^^*'^^^ countr i e s . A t a n y r a t e , t h e b r e a k o f t h e E.A.C. w i l l g ive 
t h e '̂ ^^ business tycoons a n o p p o r t u n i t y to f i l l some, i f no t a l l , o f 
Qf ^ v a c u u m l e f t by t h e demise o f these " s o c i a l i z e d " E.A.C. en te rpr i ses , 

course, w i t h f o r e i g n p a r t i c i p a t i o n . 

(b) 

(c) 
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